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CABINET CONCLUSIONS 


(C.C. (62) l s t -76th Meetings) 

Notes.— References to Minutes are shown thus—1 (1). 
References to Memoranda are shown thus—C. 1. 
References in italics are to Memoranda not discussed by the Cabinet. 



I N D E X 

(C.C. (62) 1st-76th Meetings) 

A 
A D E N 

Negotiations for a merger of Aden Colony and the Aden Federation. 52 (1). 67 (5). 
Aden. C. 133. 

A G R I C U L T U R E 
See also FARM PRICE REVIEW. 
Agricultural support , economies in cost. C. 21 . 11 (6). 

Agricultural policy. Farm Improvement Scheme, grant to aid farmers. 57 (4). 

Farm improvement scheme. C. 141, 142. 

AID T O C O U N T R I E S O V E R S E A S 
Current level of expenditure on aid to countries overseas. C. 68, 32 (4). 
Gran t of economic aid to Egypt. C. 74, 81 . 33 (2). 35 (4). 41 (4). 43 (4). 

A I R C R A F T I N D U S T R Y 
See also NORTHERN IRELAND 

Light cargo aircraft for military requirements. C. 25. 13 (5). 
Rotodyne project to be cancelled. C. 30, 13 (5). 
Variable geometry aircraft, project study contract to be awarded to British Aircraft Corpora t ion . 

C. 55. 56, 23 (3). 
Anglo-French col laborat ion in development of supersonic airliner. C. 82, 174, 38 (6), 66 (2). 
Supersonic airliner, agreement to be signed with French. C. 184, 70 (2). 

ALGERIA 
Recognition of new Algerian Government . 44 (3). 

A L I E N S O R D E R 
Dr. Robert Soblen. C. 131, 52 (2). 

A N G O L A 

Afro-Asian resolution in United Nations, United Kingdom to vote in favour, 9 (1 ) . 

A N T A R C T I C A 
Whaling in South Georgia, sale of Scottish station to Japanese company. C. 17, 11 (4). 

B 
BETTING AND G A M I N G 

Pool Betting Duty, Birmingham City and Aston Villa football clubs sue Board of Customs 
and Excise. C. 179. 180. 69 (5). 70 (5). 

BRITISH GUIANA 
Future constitutional development. 15 (4), 44 (4). 

B R O A D C A S T I N G D E V E L O P M E N T / P O L I C Y 
Report of the Commit tee on Broadcasting (Pilkington report) Draft White Paper (Cmnd. 1770). 

C. 102, 103, 181, 193, 40 (6), 43 (2), 69 (3), 72 (3). 

B U D G E T 
Discussions. Details not recorded. 24 (3). 
Proposals. Details not recorded. 27 (2). 

BUILDING 
See also HOUSING POLICY. 
Building licensing, not to be re-introduced. C. 47, 21 (3). 
Office building in the central London area and other large cities, control of. 45 (8). 
Birmingham land for housing. C. 44. 

B U R M A 
War damage claims. C. 91 , 39 (4). 



C 
C A B I N E T 

See also MACHINERY OF GOVERNMENT. 
Prospect of 1962. 1 ( 1 ) . 
Reconstruction of the Government . 47 (1). 

C A M B O D I A 

See SOUTH-EAST ASIA TREATY ORGANISATION. 

C A N A D A 

Economic situation. -41 (3). 42 (4). 

C H I N A 
See also FOREIGN AFFAIRS. 
Indo-Chinese border dispute. 66 (1). 

C H U R C H I L L , S I R W I N S T O N 
Accident in Monte Car lo . 43 (6). 

SSth birthday. 72 (1). 


C I V I L D E F E N C E 

Dispersal policy. C. 26, 13 (6). 

C O A L 
The future of the coal industry. C. 104. 44 (9). 

Redundancies in the coal industry in Scotland. C. 105, 44 (9). 


C O L O N I A L D E V E L O P M E N T C O R P O R A T I O N 

Extension of terms of reference. C. 123, 49 (5). 

C O M M E R C I A L P O L I C Y 

Commercial treaty with Japan. C. 92. 1 13. 40 (3), 45 (4), 48 (4). 

Draft commercial treaty with Japan approved. C. 172, 65 (3). 

Covent Garden Market "rebuilding. Private Bill. C. 127. 52 (7). 

C O M M I T T E E S 
Appointment of Committees of enquiry. C. 109, 45 (7). 
Committee of officials to consider inter-departmental problems affecting immunities and privileges, 

to be appointed. C. 164, 165, 67 (3). 

C O M M O N W E A L T H P R I M E M I N I S T E R S ' M E E T I N G 
Date of meeting. 25 (1). 

Course of discussion, statements. 56 (3), 57 (2). 


C O N G O REPUBLIC 
See also UNITED NATIONS 
Reports on situation and general statements. 2 (3). 5 (2), 17 (1). 19 (1), 25 (4), 32 (2), 35 (2), 

45 (1). 47 (4). 49 ( 1 ) . 68 (3), 71 (1). 
Proposals bv United Nat ions for agreement between Katanga and Central Congo Governments . 

28 (1), 32 (2). 

Deployment of United Nations forces in Jadotville and Kolwezi. 13 (2). 

Repair of Canberra aircraft encincs. 45 (1). 

Government policv. C. 204. 205, 50 (2). 73 (2). 74 (1). 

Embarco on imports of Katancan copper. C. 132, 205. 53 (3). 55 (3), 73 (2), 74 (1). 

Proposals for political settlement. C. 132. 55 (3), 56 (1), 57 (1), 59 (1). 

Financial aid to the Congo. C. 132, 55 (3). 

Drafting of new Constitution. 59 (1), 68 (3). 

M. Dubuisson, Rector of Liege University, mission to the Congo. 75 (6). 
Congo. C. 134. 

C O T T O N 
Draft statement to Parliament on cot ton textiles. C. 90. 39 (8). 
Imports of cotton textiles from Pakistan. C. 130. 52 (3). 
Level of imports of cotton textiles from India. Hong Kong and Pakistan. C. 155, 60 (3). 
Pakistan imports of yarn into the United Kingdom. C. !55, 60 (3). 
Cotton textiles. C. 93. 



C O V E N T G A R D E N M A R K E T 

See COMMERCIAL POLICY. 

C R I M E S O F V I O L E N C E 

See PARLIAMENT. 

C U B A 
Trade with Cuba. Supply of arms. Use of British shipping. 42 (2), 59 ( I ) . 
Russian activities in Cuba. 59 (1). 
United Slates blockade of Cuba. 61 (3), 62 (3). 
Withdrawal of oifensive missiles from Cuba . 63 (2), 66 (1). 
Cuba: Threat posed by Soviet missiles. C. 166. 
Cuba. C. 170. 

D 
D E F E N C E 

See also CIVIL DEFENCE. 

Statement on defence for 1962. C . 23. 24. 13 (7). 

Defence programme, the future of B L U E W A T E R . 53 (4). 54 (1). 

Future of University Officer Training Corps. C . 188, 1S9. 72 (5). 

Anns exports. C. 95. 

D I P L O M A T I C I M M U N I T I E S A N D P R I V I L E G E S 
Extension to international and Commonweal th organisations. C. 79. 80, 165, 38 (4), 67 (3). 
Vienna Convention of 1961 on diplomatic relations. C. 65. 76, 164, 38 (4), 67 (3). 
Committee of officials to consider inter-departmental problems affecting immunities and privileges, 

to be appointed. C . 164, 165. 67 (3). 

D I S A R M A M E N T 

See also NUCLEAR TESTS. 

International Agreement—' 

Anglo-American approach to Soviet Government . 12 (2). 

Soviet reply and counter-proposal . 13 ( I ) . 


Eighteen-Power Disarmament Conference in Geneva— 

Attendance at Conference. 17(1), 19(1). 

General pattern of the Conference. C. 48, 20 (3). 

Nuclear weapons, transfer to States not already possessing them. 20 (3). 

Statements on progress at the Conference. 22 (1), 38 (1). 

Nuclear tests agreement , discussed. 23 (2), 25 (6), 26 (7), 28 (1). 

Nuclear tests, personal letter to Mr. Khrushchev. 26 (7), 27 (1). 

Nuclear tests agreement, United States proposals . 50 (4), 57 ( I ) . 


D I S T R I B U T I O N O F I N D U S T R Y 
See POPULATION AND EMPLOYMENT. 

E 
E C O N O M I C S I T U A T I O N / S U R V E Y 

See also-
PUBLIC EXPENDITURE. 
GOVERNMENT EXPENDITURE. 

Economic planning. General Council of Trades Union Congress agree to be represented in 
National Economic Development Council, 8 (3). 


Economic Survey, 1962, Part I approved. C. 52, 22 (2). 

Economic situation. 30 (2), 43 (5), 44 (8). 

Relaxation of credit restrictions, special deposits and hire purchase. 39 (2). 

Economic policy. C. 98. 
Economic growth. C. 107. 

E D U C A T I O N 
Investment expenditure up to 1965-66. C. (61) 221. C. 4, 4 (3), 8 (5). 
Educational policy. C. 5, 4 (3), 8 (5). 
Burnham Commit tee . Revision of machinery for negotiation of teachers ' remunerat ion. C 34 

17 (3). 
University expansion and salaries of university teachers. C . 38, 18 (4). 
Level of grants to students . C . 69, 71, 75, 34 (3). 
Supply of teachers. Problem of expanding the output of teacher training colleges. C . 128 

52 (6). 



E G Y P T 
See also A I D TO COUNTRIES OVERSEAS. 

Compensat ion for property taken over by Egypt. C. 196. 197, 41 (4), 73 (4). 

E M P L O Y M E N T 
Sale of Christchurch aircraft factory to British Oxvgen Company not to proceed. C. 122. 

49 (3). 
Distribution of industry. C. 157, 62 (4). 63 (4). 
Growth of offices in large cities. C. 158, 62 (4), 63 (4). 
Proposals for improvement of the machinery of government. 63 (4). 
Proposed amendment of the Planning Law, to be considered. 63 (4). 
Rebuilding rights of owners of offices. Town and Country Planning Act. 1947, third schedule, 

to be amended. C. 195, 72 (4). 

E U R O P E -
C o m m o n Market (E.E.C.)— 

Negotiations with the E.E.C., statements by the Lord Privy Seal. 10 (3), 48 (6), 51 (1). 
Application to join the European Coal and Steel Community (E.C.S.C.) and European Atomic 

Energy Authority ( E U R A T O M ) . 17 (2). 
Ministerial speeches, emphasis on advantages of United Kingdom joining E.E.C. 28 (2), 

61 (2). 
Political co-operation. 30 ( I ) . 
Discussions on temperate foodstuffs, the problem of Asian Commonweal th territories. 

association of under-developed or dependent Commonweal th territories and domestic 
agriculture. 42 (3), 44 (5). 

Condit ions for United Kingdom entry to the E.E.C. and E U R A T O M . 44 (5). 
Legal implications of United Kingdom membership. 44 (5). 
Possible recall of Parliament durinc summer recess to debate results of negotiations in 

Brussels. 45 (2), 47 (6). 
Negotiations for United Kingdom entry into E.C.S.C. 48 (6). 
Political association with Europe, speaking notes for Ministers. 48 (6). 
Breakdown of negotiations, to be avoided. 51 (1). 
Discussions on Commonweal th agricultural interests. 51 (1), 53 (1), 63 (3). 
Questions for consultation at meeting of Commonweal th Prime Ministers. C. 136, 55 (1). 

Implications for British agriculture. C. 137, 55 (2). 

Discussions on domestic agriculture and European Free Trade Association (EFrA). 73 (9). 


Temperate agricultural products. C. 135. 

F 

F A R M P R I C E REVIEW 
Annual farm price review, 1962-63. C. 21, 32, II (6), 19 (6). 
Exchequer subsidy on milk to be abolished. 11 (6). 
Farm Price Review. C. 49. 

F O R E I G N A F F A I R S 

See also— 
ALGERIA. 

CHINA. 

CONGO REPUBLIC 

CUHA. 

DISARMAMENT. 

GERMANY (BERLIN). 

PORTUGAL. 

SOUTH-EAST ASIA TREATY ORGANISATION. 

YEMEN. 


Far E a s t - c o n c e n t r a t i o n of Chinese t roops and aircraft opposite Qucmoy and Matsu 41 p  ) 
East-West relations. 7 1 ( 1 ) . 



G 
G E R M A N Y 

Berlin— 
Discussions with President Kennedy in Bermuda. 1 (3). 
Foreign Secretary's visit to West Berlin. C. 12, 5 (4). 
Discussion between Mr. Thompson . United States Ambassador in Moscow and Mr. G r o m y k o . 

11 (2), 17 (1). 
Western rights of access, air corr idors , Russian interference. 14 (1), 17 ( I )  , 21 (3) , 26 (2), 

38 (1). 
Discussions in Geneva. 25 (5), 28 ( I )  , 47 (3), 50 (3), 55 (4). 
Attempted escapes from East Berlin, demonstrat ions by West Berliners. 55 (4), 56 (2), 

57 ( I )  . 
l-uture status of Berlin. Soviet willingness to defer discussions until after Congressional 

elections in United States. 56 (2). 
Discussions between Foreign Secretary and Mr. Gromyko in New York. 59 (1). 

Leipzig Fair. 1962. British representation. 11 1.2). 
Krupps industrial interests in West Germany , deconcentration. C. 19. 11 (5). 
Support costs. Federal Government offer of £55 million per year, accepted. 21 (6). 
British Army of the Rhine, difficulties between British soldiers and German civilians. 41 (I) . 
Berlin. C. 31. 

G O V E R N M E N T E X P E N D F r U R E 
See also EDUCATION. 
Estimates for 1962-63. C. 2. 4 (2). 
Forecasts of Government expenditure up to 1965-66. C (61) 218, C. 3. 4 (2). 
Proposals for reduction in expenditure on certain welfare services. C. (61) 219. 4 (4). 
Government expenditure. C. 96. 

G O V E R N M E N T O F F I C E S 
Broad Sanctuary, proposed office building, result of design competi t ion. C. 35 19 (3). 

H 
H O N G K O N G 

Illegal immigration from China. 35 (6). 

H O U S I N G P O L I C Y 
See also BUILDING. 
Revaluation rates in 1963, effect on householders. C. 33, 45. 46. 19 (5), 20 (5), 21 (2). 

Building licensing not to be reintroduced. C. 47, 21 (3). 

Increase in housing programme of local authorities and private building. C. 84, 38 (2). 

Leasehold reform. C. 83, 191, 38 (3). 71 (4). 

Proposals for increase in housing output . C. 145. 148. 59 (2). 

Bushy Park use of buildings vacated by United States Air Force. C. 175, 69 (4). 

Birmingham land for housing. C. 44. 

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 . ) 

Attempt by L C I  . to acquire control over Courtaulds . 7 (1), 8 (I) . 

I N C O M E S P O L I C Y 
See WAGES POLICY. 

INDIA 
See also— 


KASHMIR. 

PAKISTAN. 

Minister of Educa t ion^ visit. 9 (3). 

I N D O N E S I A 
West I r i a n -

Threat of attack by Indonesia. C. (61) 222. 2 (2). 5 (3). 
Supply of arms to Indonesia. 2 (2). 5 (3), 7 (2). 
Request for logistic support by Netherlands Government . 2 (2). 
Appeal to United Nat ions by Netherlands Government to be supported. 2 (2). 
Refuelling facilities for Dutch vessels. 25 (2). 
Neuotiations between Dutch and Indonesian Governments , United States intervention. 

26 (2), 38 (1). 



I N D U S T R I A L D I S P U T E S 
London Transpor t one day token strike. 10 (6). 
National Dock strike— 

Emergency measures. 29 ( I ) , 32 (5). 
Improvements in pay and working conditions. 32 (5). 
Settlement of dispute. 33 (3). 

Demarcat ion dispute between Amalgamated Union of Building Trade workers and Iron and Steel 
Trades Federat ion. Laying of dolomite blocks. 59 (4). 

Ford Motor Company dispute. 66 (8), 69 (2). 
Threat of clock strike. C. 66. 

I N D U S T R I A L TRAINING 
White Paper. C. 192. 71 (5). 

I N T E R N A T I O N A L BANK FOR R E C O N S T R U C T I O N AND D E V E L O P M E N T 
See INTERNATIONAL MONETARY F U N D . 

I N T E R N A T I O N A L M O N E T A R Y F U N D 
Repayment of drawings negotiated in August 1961. 49 (7). 
International Bank for Reconstruction and Development and International Monetary Fund, 

discussions in Washington. 56 (4). 
International Monetary Fiaicl. C. 97. 

I R O N AND STEEL I N D U S T R Y 
Sale of live steel companies bv the Iron and Steel Holding and Realisation Acencv. C. 178. 

199, 68 (4), 73 (6). 
Take over of the Whitehead Iron and Steel Company bv Messrs. Stewarts and Lloyds. C. 207, 

75 (4). 

K 
KASHMIR 

P a k i s t a n i appeal to Security Council. Indian policy. 35 (2). 

KENYA 
Consti tutional development in Kenya.
Consti tut ional Conference— 

 C. 22. 12 (5). 

Conference to open in London on 14th February. 12 (5). 
Progress and developments at the Conference. C. 53. 20 (4), 22 (4), 25 (7), 26 (4). 
Proposals for a self-governing Consti tution. 22 (4). 
Possibility of forming a Coalition Government. 22 (4). 
Scheme for land settlement in Kenya. C. 101. 22 (4). 44 (6). 

European and Asian fanning in Kenya. C. 51). 

KUWAIT 
Directive to Commander-in-Chief, Middle East. C. 63, 28 (7). 

LAND 
See HOUSING POLICY. 

LAOS 
See SOUTH-EAST ASIA TREATY ORGANISATION. 

LEG IS L ATI VE PRO G R A l\ I M E 
Legislative programme for the 1962-63 session of Parliament. C. 118, 129, 48 (2), 52 (4). 

L E O N A R D O C A R T O O N 
See WORKS OF A R T . 

L O C A L G O V E R N M E N T 

Greater L o n d o n -
Responsibility for education. 29 (3). 
General grants 1963-64 and 1964-65. C. 171. 183, 186, 67 (4), 70 (4). 



M 
M A C H I N E R Y O F G O V E R N M E N T 

See also EMPLOYMENT. 
Format ion of Government policy for the modernisation of Britain. C. 201. 73 (8). 
Meetings of the Cabinet. 73 (8). 

MALAYA 
Negotiations with the Malayan Prime Minister on the Federation of Malaysia. C. 106, 44 (7), 

53 (2). 

M I D D L E EAST 
See also KUWAIT. 
Supply of arms to Middle East countries. C. 150, 57 (3), 58 (3). 

N 
N A T I O N A L ASSISTANCE 

See NATIONAL INSURANCE. 

N A T I O N A L GALLERY 
Theft of Goya 's portrait of the Duke of Wellington. Lord Bridges' enquiry. 35 (3). 

N A T I O N A L I N S U R A N C E 
Increases in scales of national assistance. C. 77. 85. 89, 38 (5), 40 (2). 
Proposals for increase in national insurance benefit rates and contr ibut ions, legislation to be 

introduced. C. 177, 68 (5). 
Differential rates of benefit, group of Ministers to examine. C. 177. 68 (5). 

N A T I O N A L S O C I A L I S T M O V E M E N T 
See TRAFALGAR SQUARE. 

N A T I O N A L T H E A T R E 
Project for a National Theatre . C. 57, 67, 26 (6), 33 (6). 

N O R T H A T L A N T I C TREATY O R G A N I S A T I O N (NATO) 
Ministerial meeting in Athens. 32 (3). 

N O R T H E R N IRELAND 
Future of Messrs. Short Brothers and Harland. C. 144, 58 (4). 

N U C L E A R T E S T S 
See also DISARMAMENT. 
Resumption of tests in the a tmosphere . Use of Christmas Island. C. 1, I (4), 2 (1), 6 (2), 

10 (2), 12 (2), 18 (3). 

o 
O X F O R D R O A D S 

Development plan, Christ Church Meadow. C. 37. 19 (2). 

P 
P A K I S T A  N 

See also INDIA. 
Minister of Educa t ion^ visit. 9 (3). 

P A R L I A M E N T 
Appointment of the Ser
Parliamentary Privilege,

geant
 Lord

 at Arms.
 Mowbray .

 65 (1). 
 71 (6). 

Compensat ion for victims of crimes of violence. 72 (2). 
Appointment of the Sergeant at Arms. C. 176. 



P E N S I O N S 

See also NATIONAL INSURANCE. 
Increases in public service pensions. C. 108, 45 (3). 
Pensions of the higher judiciary. C. 154. 61 (7). 
Pensions of British servants of oversea Governments . 61 (7). 

P O R T U G A L 

Supply of Canberra aircraft. C. 54. 24 (5). 

Anglo-Portuguese alliance. Defence of Portuguese colonies. C. 60. 28 (6), 32 (2). 

Supply of Canberra bombers to Portugal. C. 173. 

P O S T O F F I C E 

Wages dispute, effect on postal services. 4 ( 1 ) . 

Post Office giro system. C. 36. 18 (2). 

TarilTs, proposed increase in charges for certain Post Office services. C. 187, 190, 71 (2), 74 (2). 


P R I M E M I N I S T E R 

Meeting with President Kennedy in Bermuda. 1 (2). 
Visit to Canada and United Stales, statement. 31 (1). 
Meeting with President Kennedy in the Bahamas. 75 (1), 76 (I) . 

P U B L I C E X P E N D I T U R E 

Estimates for 1962-63. C. 16, 8 (4). 
Rate of growth in public investment 1963-64. C. 27, 28, 14 (3). 
Education investment programme for 1963-64. C. 27, 28, 14 (3). 
Vote on account. 15 (3). 

Forecast estimates for 1963-64. C. 117. 52 (5). 

Level of public service investment 1963-64. C. 121, 52 (5). 

Public investment for the period to March 1964. C. 159, 61 (5). 

Departmental estimates for 1963 64. C. 206, 75 (3). 

Public expenditure. C. 39. 

P U B L I C I N V E S T M E N T 

See PUBLIC EXPENDITURE. 

P U B L I C O R D E R 

Incitement to racial hatred. C. 156, 61 (8). 

Q 
Q U E E N . HER M A J E S T Y 

Tenth anniversary of accession to the Throne. II (1). 

Q U E E N " S S P E E C H , O P E N I N G O F P A R L I A M E N T 
Draft. C. 147. 58 (2). 
Revised draft. C. 153, 60 (2). 
Cuba and India, references in speech. 63 (1). 
Queens speech on the opening of Parliament. C. 162. 

Q U E E V S S P E E C H , P R O R O G A T I O N O F P A R L I A M E N T 
Draft. C. 146, 58 (2). 
Queens speech on the prorogation of Parliament. C. 161. 

R 
RESALE P R I C E MAINTENANCE 

Abolition of resale price maintenance, report of an enquiry bv the Board of Trade . C. 61 , 62, 
112. 114, 33 (5), 45 (5). 

RESTRICTIVE PRACTICES 
References to Monopolies Commission. C. 182, 70 (3). 

SECRET 
2146 B 



R H O D E S I A A N D N Y A S A L A N D 

Proposals for Northern Rhodesia Constitution (Cmnd. 12951. modifications. C. 41 , 42. 10 (7). 
16 (1). 17 (5). 

Secession of Nyasaland from the Federation, talks with Dr. Banda in Nyasaland. 13 (4). 26 (3). 
Power to dissolve the Federat ion. 13 (4). 
Ministerial responsibility for the Federation of Rhodesia and Nyasaland. 21 (1). 
Fu ture developments in the Federation. G r o u p of special advisers to be appointed to discuss 

possible forms of association of the three territories. C. 59. 26 (3), 28 (4), 29 (2). 
Home Secretary"s visit to the Federat ion. 32 (8), 37 (1), 39 (6). 
Talks with Dr. Banda, offer of constitutional conference to discuss grant of a substantial measure 

of self-government to Nyasaland. C. 100. 43 (3), 44 (2). 
Situation in Southern Rhodesia. Sir Edgar YVhitehead*s wish to address United Nat ions General 

Assembly. 59 (5). 
Problems for Central Africa posed bv Nyasaiand's desire to withdraw from the Federation. 

C. 168. 64 (2). 

Nyasaland, publication of confidential documents. 75 (5). 

Nyasaland Consti tutional Conference in London— 


Proposals for handling the Conference. C. 167. 64 (2). 
Nyasaland's right to withdraw from the Federation, statement to Parliament. 67 (2). 

68 ( I ) . 
Nyasaland independence. 70 (1). 
Conclusions of conference, grant of normal tvpc of self-governing Consti tut ion agreed. 

71 (3). 
Federation of Rhodesia and Nyasaland. C. 208. 

R O A D TRAFFIC 
Temporary speed limit during Christmas period. 74 (3). 

s 
S E C U R I T Y 

Security in the public service— 
Report of the Radcliffe Commit tee . C. 51, 22 (3). 24 ( I ) . 

The Vassall case, independent tribunal under the Chai rmanship of Lord Radcliffe. 68 (2). 

S H I P P I N G 
Flag discrimination and control of international liner conference, dispute with United States 

administrat ion. 32 (7). 
The future of the Cunard Company ' s passenger service, no subsidy to be granted. C. 87, 39 (7). 
Request by Pacific Steam Navigation Company for an operating subsidy for the liner Reina del Mar. 

application rejected. C. 88, 39 (7). 
Proposal for a joint Cunard-B.O.A.C. company to be examined. C. 86, 39 (7). 
Future of the British shipping industry. Establishment of a shipping advisorv panel. C. 120. 

49 (6). 
The fishing fleet— 

Grants and loans for construction and modernisation of vessels. C. 94. 40 (7). 
Trawler subsidies. C. 78, 40 (7). 

Rochdale report on docks and harbours . C. 125. 52 (8). 
S M O K I N G AND H E A L T H 

Report by the Royal College of Physicians. C. 43, 19 (4), 20 (2). 
Government publicity, recommendations. C. 1 10. 46 (2). 

S O U T H - E A S T ASIA TREATY O R G A N I S A T I O N (SEATO) 
Laos— 

Situation and general statements. 32 (2), 33 ( I )  , 39 (5). 
Discussions between Laotian Princes on the formation of a National Government . 2 (4). 

5 ( 1 ) . 17 ( I ) , 25 (3). 32 (2), 33 ( I ) , 39 (5). 40 (5). 41 (2), 42 (1). 
Princes summoned to Geneva. 5 (I) . 
Situation if Geneva Conference breaks down. C. 15, 7 (3). 
Reinforcements to Thai land. 33 (1), 34 (2). 35 (5). 
British doctors in hands of Pathet Lao troops. 41 (2). 
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Proceedings at the Conference. 44 (3), 45 ( I ) . 
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of Laos 47 (2), 50 (5). 
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Proposals for international conference. C. 200, 73 (3). 

S P O R T 
Proposal for a Sports Development Council. C. 163, 65 (4). 
Sport and recreation. C. IS5. 
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T O U R I S M 

Facilities for passengers at main passenger ports. C. 72. 39 (9). 

TRAFALGAR S Q U A R E 
National Socialist Movement, rally on 1st July. 35 (7). 39 (3). 

TRUCK ACTS 
Truck Acts (1831 to 1940). Report of the Karmel Committee. C. 115, 48 (3). 

u 
UGANDA 

Financial assistance. C. 40, 17 (4). 

U N I T E D NATIONS 
See also— 
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CONGO REPUBLIC. 

INDONESIA. 


Cost of operations in the Congo. C. 13, 7 (4), 40 (1). 50 (2). 
Bond issue. United Kingdom subscription. C. 14, 18, 7 (4), 9 (2). 
Chinese representation in competent United Nations organisations. C. 70, 34 (4). 
Co lon ia l i sm-par t i c ipa t ion in debates on colonial affairs by United Kingdom. C. 73, 40 (4). 
Purchase of United Nations bonds to value of S12 million, approved. C. 160. 61 (6). 

VALUATION FOR RATING 
See HOUSING POLICY. 
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W A G E S POLICY 

Economic planning and wages policy, communication to Trades Union Congress. 3 (I) . 
The future of arbi trat ion. C. 9, 5 (5). 
Incomes policy for the public service, restriction on arbitration withdrawn. C. 10, 5 (5). 
Review of pav of the armed forces. C. 29, 5 (5), 14 (4). 15 (2). 
University salaries. C. 8. 38, 5 (7), 18 (4). 
Universitv teachers pav referred to National Incomes Commission for revaluation. C. 194, 

73 (5). 
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Pay of doctors and dentists in the services, increases agreed. C. 64, 28 (5). 
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National Incomes Commission, composition and terms of reference. C. 169, 59 (3), 62 (2). 
Wage claims— 
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Possible courses of action in negotiations. C. 6, 3 (2). 
Amount of increase, discussions with Chairman of British Transport Commission 

(B.T.C.). C. I I , 5 (6). 6 ( 1 ) . 
G o v e r n m e n t s position to be made clear to Dr. Beeching. 10 (4). 
Prime Minister, meeting with representatives of railway unions. 12 (4), 13 (3). 
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Offer of 3 to 4J per cent. Workshop redundancies and redundancv payments. C. 143, 

149. 151, 152, 5S (1). 62 (I) . 
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Coal industry. C! 11. 5 (6). 
Gas industry. C. 1 1 . 5 (6). 
Nurses. 32 (6). 
Post Office, wages dispute. 4 (1). 
Probation officers. 32 (6). 
Scottish building industry, settlement to be referred lo National Incomes Commission. 

C. 202, 73 (5). 
Incomes policy. C. 7. 

Railway wages and salaries. C. I3S. 

National incomes Commission. C. 139. NO. 




W A T E R 
Fluoridation of water supplies. C. 198. 203, 73 (7). 

W E L F A R E S E R V I C E S 
See GOVERNMENT EXPENDITURE. 

W E S T INDIES 
Dissolution of the West Indies Federation. Future consti tutional developments. 11 (3). 
Jamaica consti tutional conference, date of independence. 12 (1). 

W O R K S O F ART 
Leonardo Car toon— 

Purchase of the Car toon . 21 (4), 45 (6). 
G o v e r n m e n t s contr ibut ion. C. 116, 48 (5). 50 (1). 

Y E M E N 

Reports on situation. 59 (1), 60 (1), 61 (4), 68 (3). 
Recognition of Republican regime. 59 (1), 60 (1), 61 (4), 66 (1), 68 (3), 71 (1), 73 (2), 75 (6). 

Z A N Z I B A R 

Constitutional development. 26 (5). 
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Prospect of
1 9 6 2

Bermuda
Meeting. 1961

Germany 
Berlin 
(Previous 
Reference: 
C.C. (61) 75th 
Conclusions. 
Minute -1) 

6 0 3 6 0 - 3

C.C. 1 (62) 

 I. Welcoming his colleagues to their first meeting in 1962 the 
Prime Minister said that in the coming year they would have to face 
a formidable number of difficult problems. The size of the questions 
for solution—whether in foreign affairs, in Commonwealth relations 
or in economic policy—was a measure of the opportunities for social 
and political improvement which their solution would open up. 
Large views were needed, and he hoped that his colleagues would look 
at their Departmental problems in the context of these broader issues. 
He looked forward to 1962 as a challenging year, which might turn out 
better in the event than seemed probable at the moment. 

The Lord Chancellor expressed, on behalf of the Cabinet, their 
gratitude to the Prime Minister for his leadership in the past and their 
loyalty and support in the tasks which lay ahead. 

 2. The Prime Minister informed the Cabinet of his impressions 
f  discussions which he had held with President Kennedy during 
their meeting in Bermuda on 21st and 22nd December. This was his 
fourth meeting with President Kennedy, and on each occasion he had 
been increasingly impressed by the President^ ability and candour, 
it was encouraging to find that, on so many questions of common 
concern, he and the President were so largely in agreement. It was 
equally satisfactory that, where their views diverged, they could 
discuss their differences without embarrassment or risk of misunder
standing. This meeting had confirmed his impression that we had 
succeeded in establishing with the new Administration in the United 
States a sound basis of understanding and co-operation. 

0 i n e

The Prime Minister said that the particular questions discussed 
at the Bermuda meeting would be brought forward separately for 
consideration by the Cabinet, as might be necessary. 

3. The Prime Minister said that he had been encouraged to find, 
in the discussions in Bermuda, that President Kennedy was determined 
to enter into negotiation with the Soviet Government about Berlin. 
He would not be deflected by the intransigence of General de Gaul le : 
he believed that if the United States, the United Kingdom and 
Germany agreed that there was a basis for negotiation. France would 
eventually come into line. American thinking on Berlin was now 
much closer to ours than it had been six months ago. 

The Foreign Secretary said that agreement had been reached at 
Bermuda on the instructions to be sent to Mr. Thompson, the United 
States Ambassador in Moscow, for his opening talks with 
Mr. Gromyko. the Soviet Foreign Minister. These should give 
Mr. Thompson enough scope for three or four meetings, extending 
over some weeks, and should enable him to judge whether the Soviet 
Union really wanted to reach a settlement. If these conversations 
were successful, it was envisaged that a meeting of Foreign Ministers 
would follow. If they failed, it was President Kennedy's view that we 
should still work for negotiations, possibly culminating in a meeting of 
Heads of Governments, at which we should try to find at least some 
modus vivendi. 

In Berlin itself, the situation in the United States sector remained 
somewhat dangerous. The political adviser to the United States 
Commandant had recently been prevented from entering East Berlin 
because, although wearing civilian clothes, he had refused to produce 
his identity documents. The Commandant , wearing uniform, had 

S E C R E T 
A 2 



Nuclear 
Tests 
(Previous 
Reference: 

c.c. (6 i ) 6: 
rd 

Conclusions, 
Minute 4) 

then unsuccessfully attempted to escort him across the boundary. As 
a reprisal the Russian Commandant had been refused access to the 
United States sector of Berlin, although the United States authorities 
had raised no objection to his being allowed access to the British 
sector. Nevertheless these were indications that both President 
Kennedy and the United States Secretary of State had come to 
appreciate the risks of provocative action in Berlin and were prepared 
to exercise firmer control over the United States authorities in the city. 

The Cabinet— 
Took note of these statements by the Prime Minister and the 
Foreign Secretary. 

*4. The Cabinet had before them memorandum bv the Prime 
Minister (C. (62) 1) on nuclear tests. 

The Prime Minister said that during their meeting in Bermuda on 
21st and 22nd December he and the Foreign Secretary had held a full 
discussion with President Kennedy and the United States Secretary of 
State on the question whether the United States should conduct a 
further programme of nuclear tests in the atmosphere. Sir William 
Penney. Deputy Chairman of the United Kingdom Atomic Energy 
Authority, and Dr. Seaborg. Chairman of the United States Atomic 
Energy Commission, had submitted a considered assessment of the 
recent series of Russian tests. This suggested that there was a strong 
military case for a resumption of testing by the United States if they 
were to avoid the risk of falling behind the Soviet Union, especially in 
the anti-missile field. If a further programme of tests were to be 
undertaken by the United States, it would be convenient if part of 
it could be mounted at Christmas Island, though certain high altitude 
tests would be made elsewhere. President Kennedy shared his own 
reluctance to authorise further tests in the atmosphere, but he was 
likely to sanction them in the spring of 1962 unless by then there had 
been some substantial improvement in East-West relations. The 
President was therefore anxious that the preliminary preparations 
should be made so that, when a decision was taken, the tests could be 
undertaken without delay. He hoped that the United Kingdom 
Government would be ready to support a United States decision to 
resume testing and that they would be willing to make Christmas 
Island available for this purpose. 

The Prime Minister said that he had expressed to the President 
his strong view that testing should not be resumed until a further 
attempt had been made to halt the nuclear arms race. He had 
therefore suggested that the President and he should jointly consider 
the possibility of taking some fresh initiative in the field of 
disarmament. He had promised to let the President have his detailed 
thoughts on this as soon as possible. Meanwhile, he could not agree 
to the use of Christmas Island for nuclear tests until he had consulted 
his Cabinet colleagues, but officials might begin to consider the terms 
of a formal agreement lor financial and administrative matters without 
prejudice to a final decision. He had also informed the President that 
he recognised that if the Cabinet agreed to the use of Christmas Island, 
it would be unreasonable for the United Kingdom Government lo 
claim more than a right to be consulted about the final decision. 

Since his return from Bermuda, he had given further thought to 
these questions. Although it was difficult to resist the conclusion that 
a resumption of tests was justified within the terms of the declaration 
which he and the President had made on 31st October and 

Previously recorded in a Confidential Annex. 



1st November, he feared that if these tests were held they would open 
a new phase in the nuclear arms race. It was by no means certain that 
a system of defence against missiles would be practicable; the 
difficulties were immense and the cost enormous, certainly beyond the 
means of this country and probably crippling for either the United 
States or the Soviet Union. Nevertheless, ihe advantage which either 
country would gain from being the first to perfect a missile defence 
system was such that neither could afford to risk letting the other get 
ahead. It would, however, be far better for both, and for the world 
at large, if they were to agree to direct their energies and resources to 
more productive purposes. Our close collaboration with the United 
States in nuclear defence, our important contribution to the strategic 
deterrent and our control of Christmas Island gave us a unique 
opportunity, though a fleeting one, for taking the initiative in 
suggesting that a fresh attempt should be made to secure an effective 
international agreement on disarmament. It was possible that 
Mr. Khrushchev might find such an approach attractive; for he did 
not himself accept the Marxist doctrine that war between capitalism 
and Communism was ultimately inevitable and it seemed likely that 
his primary concern was to improve the standard of living of the 
Russian people. 

The Prime Minister said that in these circumstances he had 
prepared a letter to President Kennedy suggesting that, before the 
Western Powers resumed nuclear testing, a further attempt should be 
made to improve East-West relations, to make progress towards 
disarmament and to break out of the vicious circle of the nuclear arms 
race. To this end he and President Kennedy might invite Mr. 
Khrushchev to concert with them (and perhaps also the French) 
methods of ensuring that the 18-Power Conference on Disarmament, 
which was due to begin in the middle of March, would make practical 
progress. It might be desirable to make it clear that the decision 
whether or not to resume nuclear testing would be taken in the light 
of the Soviet response to this initiative. The decision about Christmas 
Island might be announced at the same time as the broad lines of such 
a disarmament proposal; but, in addition to the public statement, a 
more detailed private communication should be sent to Mr 
Khrushchev urging him to co-operate in giving impetus to the work 
of the Disarmament Conference. It would be necessary to inform 
General de Gaulle and Dr. Adenauer of what we had in mind. The 
public statement could be on the following lines: 

(i) That the present technical situation justified and even required 
a further series of nuclear tests by the West for purely military reasons. 
On this basis the United Kingdom Government had agreed that 
Christmas Island should be made ieady for a further series of tests to 
be undertaken by the United States authorities, though the final 
decision to hold this series would not be taken without further Anglo-
American consultation in the light of international developments. 

(ii) That we nevertheless deplored the necessity for tests and were 
profoundly concerned for the future if a hall could not be called in the 
nuclear arms race. 

(iii) That we were determined to make a further effort to break 
out of this vicious circle and were making proposals to the Soviet 
Government on disarmament (of which a short outline could be given) 
and that the final decision to make the tests would be dependent on 
the reception given to this initiative. 

The Cabinet then considered the draft letter, copies of which were 
handed round at the meeting. In discussion the following points were 
made : 

(a) There was general agreement that a determined effort should 
be made to prevent the opening of a new phase in the nuclear arms 
race, and that the United States request for the use of Christmas Island 



gave us a special opportunity of intervening to this end. There might, 
however, be difficulties of timing. The President wished the 
preparations at Christmas Island to be started as soon as possible, and 
as soon as it was known that this work was in progress it would be 
assumed that we had agreed in principle that t e s t s should be resumed. 
It would not therefore be easy for the suggested approach to Mr. 
Khrushchev to be made in time for him to give it reasonable 
consideration, before we had in fact committed ourselves to a 
resumption of testing. On the other hand, it seemed certain that if the 
Americans decided that they must resume testing, they would do so 
even if we refused them the use of Christmas Island; and in that event 
we should have lost our special status for proposing negotiations with 
the Soviet Union. 

(b) The inclusion of the French in the discussions to concert 
measures for ensuring the success of the 18-Power Conference on 
Disarmament, especially if it led to a request that the Chinese should 
also take part, would add to the difficulties of reaching agreement. 
It could not be expected that these difficulties could be overcome by 
using the resumption of tests by the West as a threat, and it would be 
advisable to word our proposals so to avoid giving the impression that 
this was our intention. 

(c) It might prove difficult to reconcile the suggestion that the 
final decision to resume tests should remain with the President and 
the statement made by the Prime Minister on 31st October that he 
must be personally satisfied that tests were necessary. Any announce
ment might therefore have to take the form that there had been joint 
agreement that tests should take place, but that a further attempt 
would be made to reach an international agreement on disarmament 
before they were finally authorised. 

(d) It seemed clear that the Russians had made a substantial 
move towards changing the balance of nuclear power. It was not 
equally clear that the tests which the Americans had in mind were 
those best designed to close the gap ; it might well be that they were 
simply those which could be mounted most quickly. 

The Prime Minister said that if at this stage we were to refuse to 
make Christmas Island available, we should not thereby prevent the 
Americans from holding tests and we should have lost the opportunity 
to take a political initiative. It would not, however, be possible for 
us to dissociate ourselves from American tests held elsewhere than at 
Christmas Island without grave damage to the Anglo-American 
relationship and in particular to our arrangements for co-operation in 
nuclear defence. 

The Prime Minister then suggested that the Cabinet should 
resume their discussion of this question at a further meeting that 
afternoon, when he would arrange for Sir William Penney to be 
available to assist them in their consideration of the technical case for 
resuming nuclear testing. 

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

Cabinet Office, S.W.J, 
3rd January, 1962. 
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Nuclear * 1 . The Cabinet resumed their discussion of the memorandum 
T e s t s by the Prime Minister (C. (62) 1) on nuclear tests. 
(Previous 
Reference: At the Prime Ministers request Sir William Penney, the Deputy 
C.C. (62) 1st Chairman of the Atomic Energy Authority, gave his assessment of the 
Conclusions. technical reasons which would justify the Western Powers in holding 
Minute 4) a further series of nuclear tests in the atmosphere, li no further 

nuclear tests were made by either side, the United States would retain 
a slight advantage in nuclear capacity over the Soviet Union. It could 
not, however, be assumed that the Russians would refrain from further 
testing when they had absorbed the knowledge gained from their 
recent series of tests. A study of these tests had shown that some of 
them were specifically directed towards the evolution of an anti
missile missile. Although the perfection of such a defence system 
would be immensely difficult and costly, he could not see how the 
United States could stand aside if the Russians continued their 
attempts to develop one and the work of the scientists and technicians 
in the United States would be bound to lose momentum if they were 
unable to test the results of their research. The significance of the 
100-megaton bomb was that it could destroy its target from a height 
of 25 miles and the difficulties of intercepting missiles increased with 
the distance from the target. Further, a large explosion in the upper 
atmosphere would produce a very wide area of ionisation which would 
affect radar and radio communications and thus increase the 
difficulties of defence and retaliation; the extent and duration of these 
effects were not yet fully known. The new series of tests which the 
United States authorities wished to make could be divided into four 
broad categories—(i) high altitude explosions for measuring ionisation 
and other effects and for studying the effect of a nuclear explosion on 
a missile at high altitude; (ii) tests of the warheads now in production 
for the POLARIS. M I N U T E M A N and SKY BOLT missiles, which 
had been conservatively designed and might well be reduced in weight 
in order to make room for anti-explosion devices; (iii) tests of new 
warheads which might increase very significantly the yield to weight 
ratio of warheads in the I kiloton and 1 megaton range: and 
(iv) experiments directed to verifying certain completely new concepts, 
still in the theoretical stage, which, if successful, would produce ,\ 
revolutionary improvement in yield to weight ratios. All of these tests 
would be important first steps towards devising a defence against 
missiles. Preparations for conducting them could be completed in two 
or three months, and the tests themselves might occupy a further three 
months. Even if an effective missile defence system was practicable, 
there was. in his opinion, no possibility that cither the United States 
or the Soviet Union would produce it in less than 10 years. Neverthe
less, the consequences of falling behind in this development were so 
grave that, if he had the responsibility of advising President Kennedy, 
he would feel obliged to recommend that tests should be resumed 
unless there were some guarantee that no further Russian tests would 
be held. He thought it certain that American scientists would give the 
same advice. 

Sir William Penney withdrew from the meeting at this point. 

In the Cabinet's further discussion the following points were 
made: 

(a) There was general agreement that, failing international 
agreement to ban all tests, atmospheric tests in the first "three categories 
described by Sir William Penney would be justified. It would not be 
possible to form an opinion on the fourth category until its nature and 
purpose could be more precisely defined 
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(b) In those circumstances the United Kingdom Government 
would be obliged to support a United States decision to undertake 
those tests, if such a decision were taken. Indeed, there were no 
grounds on which we could oppose such a decision other than the need 
for a new political initiative to secure a detente in East-West relations. 

(c-) There was reason io believe that President Kennedy would 
like to seek a better understanding with the Soviet Government on a 
wide range of outstanding problems. The disarmament plans of the 
United States and Soviet Governments were not widely different. It 
would not in any case be possible for the American tests to be made 
until after the 18-Power Conference on Disarmament had begun, h 
was therefore possible that the President would welcome our proposed 
initiative. 

id) It should be possible to reach agreement with the Americans 
in time for an announcement of the first approach to Mr. Khrushchev 
to be made at the end of January or the beginning of February. 

The Prime Minister said that in the light of the discussion 
he would revise his draft message to the President. He would make 
it clear that any public announcement would take the form that we 
had decided that it was necessary to resume tests, and that Christmas 
Island would be made available for this purpose, but that we were 
resolved meanwhile to make a determined effort to make progress 
towards an effective international agreement on disarmament which 
would secure a halt in the nuclear arms race. 

The Cabinet— 
(I) Agreed	 that a sound military case could be made for 

conducting the further series of nuclear tests in the 
atmosphere which the United States authorities were now 
contemplating; and that, if President Kennedy finally 
decided that this series of tests should be undertaken, it 
would be right for the United Kingdom Government to 
support his decision. 

(2) Agreed	 that in those circumstances it would be reasonable 
that facilities should be given to enable the United States 
authorities to conduct part of that series of tests at 
Christmas Island. 

(3) Agreed	 that, before the Western Powers were finally
committed to entering on this new phase in the nuclear 
arms race, a fresh initiative should be taken on the lines 
which the Prime Minister had suggested in their discussion 
to secure further progress towards an effective inter
national agreement on disarmament which would call a 
halt to the nuclear arms race. 

(4) Took	 note that the Prime Minister would convey the 
Cabinefs views and conclusions to President Kennedy in 
a personal message on the lines of the draft circulated to 
the Cabinet amended to take account of their discussion. 

2. The Cabinet had before them a memorandum by the 
Foreign Secretary (C. (61) 222) on the Indonesian threat of forceful 
action against West Irian. This recommended that further deliveries 
of arms to Indonesia should be suspended; that we shouid offer to 
discuss through Service channels what logistic support would be 
required by the Netherlands Government in the event of attack on 
West Irian; and that we should support any reasonable proposals, 
including an appeal to the United Nations, designed to prevent the use 
of force. 
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Congo 
Republic 
(Previous 
Reference : 
C.C. (61) 75th 
Conclusions, 
Minute 2) 

The Foreign Secretary said that since his paper was circulated the 
Indonesian Government had declared that West Irian was a province 
of Indonesia and that their forces were being mobilised to liberate it. 
On the other hand, the Netherlands Government had said that they 
were prepared to negotiate without pre-conditions and by withdrawing 
their earlier insistence on the principle of self-determination had made 
it easier for the Indonesians to accept a negotiated settlement. It had 
been suggested that the acting Secretary-General of the United 
Nations should offer his services as a mediator. 

The two immediate questions were whether to continue the 
supply of arms to Indonesia and what answer to give to the request of 
the Netherlands Government for logistic support. 

In discussion the following points were made : 
(a) The Government would be open to serious criticism if arms 

continued to be supplied from this country to Indonesia when an 
attack on West Irian was imminent or in progress. On the other hand, 
some of these arms were required for internal security: firms would 
be liable for breach of contract unless the Government placed a formal 
embargo on export ; and two of the eight Gannet aircraft ordered by 
Indonesia had already been delivered to the Indonesian authorities 
in this country and were awaiting delivery under Indonesian 
arrangements. 

(b) Difficulties would also arise if we entered into any specific 
commitment to give logistic support to the Netherlands Government. 
The use of Singapore for refuelling or repairing Dutch warships 
would exacerbate local opinion and prejudice the project for a Greater 
Malaysia. It would be preferable that no further undertaking should 
be given to the Dutch until more was known about the prospect of a 
negotiated settlement. 

(c) It was suggested that under international law warships of 
belligerent countries had certain rights of refuelling at neutral ports. 
If so, it would be preferable that any facilities given to the Dutch 
should be based on this than on the undertaking given to them in 1959. 

The Cabinet— 
(I)	 Invited the Minister without Portfolio to arrange for the 

Committee on Strategic Exports to consider urgently what 
steps could be taken to curtail the supply of arms to 
Indonesia in present circumstances. 

(2) Invited the Foreign Secretary to consider how far any logistic 
facilities that might be desired by Dutch warships could 
be based on the general rules of war. 

(3) Agreed	 that a reply to the enquiry by the Netherlands 
Government about logistic support should be deferred for 
the time being. 

(4) Took	 note that, if the Netherlands Government appealed to 
the United Nations, we should vote in their support. 

3. The Foreign Secretary said that there had been a useful 
meeting between Mr. Tshombe, the Prime Minister of Katanga, and 
the leading civil and military representatives of the United Nations in 
the Congo. As a result it seemed likely that the Katanga Assembly, 
which was meeting at Elisabethville that day. would support in 
principle the agreement which Mr. Tshombe had reached at Kitona 
with the Prime Minister of the central Congo Government, and would 
give authority for Katangan representatives to participate in a 
commission to review the constitution of the Congo. He hoped that 
these efforts towards conciliation would continue to make progress; 



for he was disturbed by the plans which the United Nations authorities 
were preparing to put military and economic pressure on Katanga if 
they failed. 
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Meanwhile, the acting Secretary-General of the United Nations 
had transmitted, through the United Kingdom Government, a request 
that the Government of the Federation of Rhodesia and Nyasaland 
should allow United Nations observers to supervise movement across 
the frontier between Northern Rhodesia and Katanga. The Prime 
Minister of the Federation would not comply with this request, but 
it was hoped to persuade him to invite the acting Secretary-General 
or one of his senior representatives to visit Northern Rhodesia and 
satisfy himself that movement across this frontier was already under 
effective control. 

The Cabinet— 
Took note of this statement by the Foreign Secretary. 

4. The Foreign Secretary said that, owing to the obduracy of 
General Phoumi, the Laotian Princes had failed to reach agreement 
on the composition of a national Government. Prince Souvanna 
Phouma had however submitted proposals for a national Government, 
including General Phoumi. These were acceptable to the United 
States Government, who were no longer prepared to support General 
Phoumi in standing out against them and were informing the King 
that, unless General Phoumi could be induced to co-operate on this 
basis, they would be obliged to withdraw their financial support. IT 
this threat did not produce the desired effect, it might be necessary for 
the two co-Chairmen (the Foreign Secretary and the Soviet Foreign 
Minister) to summon the three Princes to meet them at Geneva. If 
the formation of a national Government were delayed much longer, 
there was a real risk that fighting would break out again in Laos. 

The Cabinet— 
Took note of this statement by the Foreign Secretary. 

Cabinet Office. S.W. I. 
3rd January, 1962. 
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I. The Chancellor of the Exchequer said that, in discussions 
which he and oilier Ministers had held on 5th January with the 
British Employers Confederation and the Trades Union Congress 
(T.U.C.) about economic planning and wages policy, he had found 
on the employers' side firm support for the policies which he had 
outlined in the debate in the House of Commons on 18th December. 
The T.U.C. representatives had been less forthcoming. They had 
asked for a statement of the Governments intentions on wages policy; 
and he was proposing to send them, in time for a meeting of their 
Economic Committee on 10th January, a paper dealing with the 
period of further restraint which should follow the end of the current 
pause in wage increases. This might help those of moderate opinions 
within the T.U.C. to persuade their colleagues to agree to co-operate 
with the Government in the National Economic Development Council 
(N.E.D.C.). The paper would begin by emphasising points which 
had been made in the House of Commons debate and would, in 
particular, make it clear that the Government fully accepted the need 
for action to ensure that increases in profits and dividends should not 
out-run increases in wages and salaries. It would go on to say that 
the present phase of the pause was not expected to last beyond the 
end of the present financial year and to indicate how the Government 
proposed to bring it to an end in the public services for which they 
were directly responsible, viz.. that wage and salary increases which 
had already been agreed upon would be implemented, including the 
M-ratc increases for industrial civil servants and those elements in 
arbitration awards which had so far been withheld, and that the 
limitation imposed on the scope of arbitration would also be removed, 
though in terms which would exclude retrospection. The paper 
would then proceed to deal with the need for continuing restraint in 
the interim period between the end of the pause and the formulation 
of a long-term policy in consultation with the two sides of industry. 
The Government would be expected to give some guidance on the 
scale of increases which would be tolerable in this period. It was 
for consideration whether this should be stated in terms of a 
percentage consistent with the growth in productivity to be expected 
during 1962 or in terms of the total sum of money which might be 
regarded as available for wage increases. A third course, which had 
been suggested by the Minister without Portfolio, was to indicate that 
settlements might be made within the limits of the productivity in 
those industries where productivity was measurable and that in other 
employments they might be made on an average based on these 
figures. He was inclined to think that, in view of the complications 
involved in establishing the necessary basis for the third course, the 
effective choice for the interim period lay between quoting a 
percentage and a money sum. 

In discussion there was general agreement in the Cabinet that in 
this further approach to the T.U.C. the main emphasis should be laid 
on the concept of economic growth. It should be stressed that the 
primary purpose of the N.E.D.C.. which they were being asked to 
join, was to plan for a healthy expansion of the economy which would 
enable higher personal incomes in reai terms to be earned. In the 
interim period, however, before increased production was achieved, 
restraint in wage claims was necessary. It should be emphasised that 
the action the Government had in mind included any necessary 
restraint on profits and dividends as well as on wages. Some 
misgivings continued to be felt in tiie Cabinet about the expediency 
of indicating at this stage any precise measure of the average wage 
increases which might be tolerable during this period, since it seemed 
likely that any such average would be regarded as a minimum and 
would expose the Government to criticism whenever it was exceeded. 
There might be particular embarrassment in respect of the engineeriim 
industry where the employers had so far opposed any increase of 
wages. Although the T.U.C. had asked for an indication of the 



Governments intentions on wages policy, there was no reason to 
believe that they would be more likely to agree to co-operate in the 
N.E.D.C. if a precise figure were given of the amount of wage 
increases which the Government would regard as tolerable in the 
interim period. On the other hand it was recognised that it would 
at least be something gained if the T.U.C. could be persuaded to 
accept the fact that the amount of money available for wage increases 
in that period was limited. 

hi further discussion the following points were raised: 

(a) The Government might in the end gain very little if the 
T.U.C. joined the N.E.D.C. on the basis of the paper now proposed 
by the Chancellor of the Exchequer and later felt obliged to withdraw 
because they could not accept the restrictive policies on public 
expenditure and investment which the Government might feel obliged 
to adopt. On the other hand, as a matter of tactics, the Governments 
position in the eyes of the public might be strengthened if the T.U.C. 
refused to accept a reasonable statement of the polic\ proposed for 
wage restraint in the interim period. 

(b) The Governments attitude to arbitration during the interim 
period would be of crucial importance. Could a policy of limiting 
wage increases to an average of 24 per cent, be reconciled with 
freedom of action for arbitrators? Would the Government feel 
obliged to accept higher awards in the public services? If not. 
confidence in the system of arbitration might be undermined. It was 
recognised that it would not be practicable to include in the paper 
for the T.U.C. any firm statement on arbitration and it might be 
better to say nothing about it at this stage. If anything had to be 
said, it might be limited to an invitation to take part in discussions 
on this aspect of the problem. 

(c) Much would also turn on the action to be taken by the 
Government in those areas outside the Civil Service over which they 
had some measure of control. The procedure for settling the 
railwaymen's wage claim would be particularly important. In 
addition, claims would shortly have to be considered by nurses and 
others. In some cases the amounts would be so substantial that in 
the light of general policy it might be better to make no offer at all. 

Ul) In the long term it might be worth considering whether the 
difficulties due to leap-frogging could be reduced by arranging that 
wage claims were made mainly at one particular time of the year. 

(e) There was some risk that the proposals made by the 
Chancellor of the Exchequer for bringing the wage pause to an end 
in the public sector would be accepted without any commitment on 
the part of union representatives to co-operate in seeking a solution 
of the problems of the interim period and the longer term. 

Summing up. the Prime Minister said that the main objective at 
this stage was to secure the co-operation of the T.U.C. in long-term 
planning directed towards economic growth. Any proposals for wage 
restraint in an interim period should be presented as an essential 
condition of progress towards a viable policy of growth.. It was 
desirable that in his paper for the T.U.C. the Chancellor of the 
Exchequer should deal with the problems of the interim period in 
such a way that, even if he failed to enlist their co-operation, the 
Government might at least, by presenting a reasonable statement, 
bring influence to bear on public opinion, employers and arbitrators. 
But as there were grave dangers in specifying, by a percentage or 
otherwise, the amount of wage increases which would be tolerable 
in this period and also in making any definite statement at this stage 
about arbitration, the paper should deal with these points in general 
terms. It might suffice to say that the problems of the interim period 
could be approached on the basis of a percentage or on the basis of 
a money sum or on the basis which had been suggested by the Minister 
without Portfolio. The T.U.C. could be invited to discuss these 
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Cabinet

possible bases, but it should be made plain that there must be a 
period in which only in exceptional cases could there be any possibility 
of a substantial increase in wages or salaries. 

The Cabinet— 
Authorised the Chancellor of the Exchequer to make a 
communication to the Trades Union Congress on the lines 
indicated by the Prime Minister in summing up the Cabinefs 
discussion. 

2. The Cabinet had before them a note by the Secretary of the 
Cabinet (C. (62) 6) covering a memorandum by officials setting out 
possible courses of action in negotiations on railwaymerfs wages. 

The Minister of Transport said that the railwaymen's unions did 
iiot appear to be pressing the British Transport Commission for an 
early decision on their claim, and the Chairman of the Commission 
had now undertaken to meet representatives of the unions on 
23rd January. 

In a short general discussion it was recognised that the amount 
of increase which would be appropriate and the means of securing 
that only this amount was given would be much affected by the 
progress of other wage claims, in particular that for coal miners which 
the Chairman of the National Coal Board was due to discuss with 
the National Union of Mineworkers on 17th January. The attitude 
of the railway unions might also be much affected by the reception 
given by the Trades Union Congress to the proposals to be put before 
Them on 10th January by the Chancellor of the Exchequer. With 
these considerations in mind it did not seem profitable to discuss the 
railwaymen's claim in detail at this stage. 

The Cabinet— 
Agreed to resume their discussion of railwaymems wages at 
a later meeting. 

 Office. S. IV. 1, 
9th January. 1962. 
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Estimates, 
1962-63 

 I . The Postmaster-General informed the Cabinet of the effect 
 on Post Office services of the decision of the Union of Post Office 

 Workers to ask their members to work to rule as a protest against 
the rejection of their request for an interim increase of wages. There 
had been no effect on the telegram and telephone services. The 
delays in postal services had varied from one part of the country to 
another. The most serious congestion was at the sorting ofiice at 
Mount Pleasant in London: this was being relieved by transferring 
some of the arrears to other offices and by suspending acceptance 
of certain classes of bulk posting. So far the volume of public 
complaint at delayed deliveries had been small. It was too soon to 
estimate for how long the union would maintain this demonstration. 
They would be influenced by the outcome of the current discussions 
between the Chancellor of the Exchequer and the Trades Union 
Congress on the general question of wages policy. 

In discussion the following points were made : 
(a) It seemed anomalous that some postal workers should be 

paid overtime in order to offset the results of working to rule. The 
Postmaster-General said that this was necessary in order to prevent 
a more serious disruption of postal services which would be likely 
to bring discredit, not merely on the postmen, but on the Government 
also. 

(b) Was it necessary to take special steps to ensure the delivery 
of football pool coupons? Delays here would reduce public 
sympathy for the postmen. 

(c) This dispute had not arisen directly from the Governmenfs 
policy for securing a pause in wage increases. The postmeifs claim, 
based on comparison with outside rates, could not properly have 
been considered until the Pay Research Unit had completed a report 
which was not expected before the spring, and the Post Office had 
undertaken, when the claim was made, to negotiate on it as soon as 
that report was available. It would be useful if the facts of this 
dispute could be presented more clearly to the public. 

The Cabinet— 
(1) Took note of this statement by the Postmaster-General. 
(2) Invited the	 Minister of Housing to take such steps as were 

practicable to ensure that the facts of this dispute were 
more clearly presented to public opinion. 

2. The Cabinet had before them a memorandum by the Chief 
Secretary, Treasury (C. (62) 2) on the Estimates for 1962-63. 

The Chief Secretary, Treasury, said that the forecast total for 
the 1962-63 Estimates now stood at £5,610 million. The Chancellor 
of the Exchequer had pledged himself, both in Parliament and in 
negotiation with the International Monetary Fund, to keep the 
1962-63 Estimates to a level of not more than 21 per cent, in real 
terms above the Estimates for 1961-62. After recalculating the 
1961-62 Budget Estimates at 1962-63 levels of pay and prices, 
£5,610 million represented an increase of 41 per cent. Savings of 
£110 million would be required to limit the increase to 21 per cent. 

The out-turn for 1961-62 now looked like being about £200 
million above the Estimates; and, as compared with this out-turn, 
the present forecast total for the Estimates for 1962-63 would be 
fairly near the 21 per cent, figure. The Chancel lors pledge had. 
however, related to the Estimates, not to the out-turn. 



The Chief Secretary said that the proposed cuts in welfare 
services which the Cabinet were about to discuss were expected to 
yield about £34 million. It should not however be thought that in 
their search for economies the Government had concentrated wholly 
on welfare. Many Ministers had already accepted painful reductions 
in their programmes, particularly in transport and in defence, in an 
effort to enable the Chancellor to fulfil his pledge. 

The Vote on Account in which the 1962-63 Estimates would be 
presented to Parliament was normally published in the middle of 
February. It would be possible to postpone publication until 
towards the end of February and this would allow a maximum of 
six weeks in which to take final decisions. 

The Cabinet— 
Took note of C. (62) 2. 

Forecast of The Cabinet had before them memoranda by the Chief 
Government Secretary, Treasury (C. (61) 218 and C. (62) 3) on the level of 
Expenditure Government expenditure as now foreseen in the period up to 
up to 1965-66  1 % 65 , 6 

The Chief Secretary, Treasury, said that, important as it was to 
honour the undertaking which had been given about the 1962-63 
Estimates, it was still more important to bring expenditure in the 
longer term into balance with resources. To this end it was desirable 
that expenditure over the next five years should be concentrated 
especially on programmes which might be expected to foster growth 
in the national economy within that period. Increased expenditure 
on education in the next few years would have no marked effect on 
the health of the economy for 10 years or more. His paper set out 
the background against which decisions could be taken. 

In discussion the following points were made : 
(a) The most important aspect of the Governments economic 

policy was the attempt to bring incomes and wages into line with 
the growth in national productivity and to introduce measures 
designed to encourage economic growth. If these measures were 
successful it might be possible to plan on a more rapid rise in the 
gross domestic product than the 2\ per cent, which the paper 
assumed. This would reduce correspondingly the need for 
restriction in public expenditure and would help to lower the high 
levels of debt interests forecast. As against this, however, even the 
estimate of 2\ per cent, had been based on optimistic assumptions 
about future trends. It had been assumed that the balance of 
payments problem would be solved, that exports would increase at 
6 per cent, a year, and that the productivity of the individual worker 
would increase by 2\ per cent, per year instead of the 2 per cent, 
which had been the average over the last 10 years. 

(b) It was suggested that, in the context of a policy designed to 
increase growth, it would be illogical to impose cuts in public 
expenditure which might inhibit it. Experience tended to show, for 
example, that if home production were restricted exports went down. 
There was no particular virtue in maintaining public expenditure at 
a level of 42£ per cent, of the gross national product; but, if it 
continued to rise, the economic balance would become increasingly 
precarious. In the last resort public expenditure had to be financed 
from the private sector; too great a diversion of resources from the 
private sector would lead to a collapse. Within the figure of 42£ per 
cent, it was possible to distinguish forms of expenditure which made 
a fairly direct contribution to the health of the economy—roads for 
example; and it was important that Ministers should themselves take 
the initiative in suggesting economies or deferments in expenditure 
which made no such direct contribution in the period immediately 
ahead. 
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(c) There was every reason to think that the problem would in 
fact be greater than present figures suggested. In recent years actual 
expenditure had tended to outrun the Estimates by a substantial 
margin. 

(d) There was a danger that cuts in social services would lead to 
pressure for higher wages, particularly in the lower paid sectors of 
industry, and would thus contribute to inflation. This had not 
always happened in the past but the danger should not be 
overlooked. If for this or for wider reasons it were decided to 
continue with the steady expansion in expenditure on social services 
which present forecasts assumed, it would be necessary either to 
increase taxation or to make further reductions in other forms of 
public expenditure. It was suggested that increased taxation should 
not be ruled out; it might be preferable politically to some of the 
economies now under discussion. 

The Cabinet— 
Took note of C. (62) 3 and of the points made in their 
discussion. 

3. The Cabinet had before them memoranda by the Chief 
Secretary, Treasury (C. (62) 4), and the Minister of Education 
(C. (61) 221) on the level of educational investment up to 1965-66, 
and a memorandum by the Minister of Education (C. (62) 5) on 
educational policy. 

The Chief Secretary, Treasury, said that in all the major fields of 
public expenditure except housing and education he had agreed with 
the Ministers concerned programmes of investment over the next 
five years which were within acceptable limits. H e was continuing 
his discussions with the Minister of Housing and hoped that 
agreement would be reached. He had, however, been unable to 
reach agreement with the Minister of Education and the papers now 
before the Cabinet set out the extent of the difference between them. 
Eighteen months ago the Minister of Education had announced to 
local authorities a provisional investment programme for 1962-63. 
H e now wanted to announce a further programme for 1963-64 at a 
level of £134 million and was for this reason anxious to obtain an 
early decision. As compared with an average of £116 million a year 
for the three-year period from 1960-61 to 1962-63 the Ministers 
present proposals involved an average level of expenditure of 
£136 million in the period 1963-64 to 1965-66. The Chief Secretary 
said that in his view, and against the general economic background 
which the Cabinet had already discussed, an increase from an 
average of £116 million to an average of £136 million could not be 
justified. He had put forward proposals which would have the effect 
of reducing the average to £121 million. This could not be regarded 
as a cut in educational expenditure; even at the levels he proposed it 
represented a substantial increase. 

The Minister of Education said that forward planning over 
successive three-year periods was an essential feature of the present 
programme for expansion in education. Local authorities already 
knew what was expected of them in 1962-63 and building plans were 
in an advanced stage. To alter those plans at this late stage would 
be difficult in practice and would give rise to political embarrassment. 
From the Cabinet's earlier discussion on 13th December he had taken 
it to be the view of his colleagues that no alteration should be made 
in the planned programme for teacher training colleges and for 



technical colleges, and in considering the possibility of economies he 
had therefore concentrated on the schools programme. The Chief 
Secretary's proposals, however, involved both teacher training and 
technical colleges. The teacher training programme had already 
been pushed forward a year; the Chief Secretary's proposals would 
involve a further year's postponement of the original programme. 
So far as the schools programme was concerned any postponement 
now of new starts would create great political difficulties as it would 
involve a departure from the undertakings given in the 1958 White 
Paper on education. The political damage which this would cause 
seemed to him to be out of all proportion to the small gain to the 
economy. Even the programme which he proposed could be held 
to be too small; the National Union of Teachers were about to 
publish the results of an independent enquiry under the chairmanship 
of the Vice-Chancellor of Leeds University which would argue that 
the present rate of investment in education was too low. The most 
he could do to meet the Chief Secretary would be to reduce the 
average level of expenditure in the three years in question from 
£136 million to £131 million. This could be done without publicly 
announcing a reduction in the programme; to go lower than 
£131 million would involve a public statement and severe criticism. 

The following points were made in discussion: 
(a) I t would not be easy to bring the housing programme within 

the limits which the Chief Secretary appeared to have in mind. To 
do so would make it impossible to improve the rate of slum clearance, 
which was likely to become an increasingly sensitive political issue. 
It might be necessary for the Cabinet to reconsider the building 
programme as a whole, including the possibility of restoring building 
control in the private sector. The difficulties foreseen for England 
and Wales applied with at least equal force to Scotland. 

(b) The Minister of Education said that the reductions proposed 
by the Chief Secretary in the educational building programme would 
be more formidable in practice than they appeared to be on paper. 
The programme for teacher training would be reduced from 
£6 million to £5 million a year and the programme for further 
education, mostly concentrated in technical colleges, from £17 million 
to £16 million in 1963-64. The Chief Secretary, Treasury, said that 
if it were the case that programmes which had been approved 
provisionally and had been so announced could not now be altered 
without upsetting local authorities because they had been used as 
a basis for executive planning it might be necessary to alter for the 
future the procedure under which programmes of this kind were 
authorised. 

(c) I t could be argued that the expansion of teacher training 
facilities and of technical colleges would make no contribution 
towards economic growth in the five-year period with which the 
Cabinet were mainly concerned. The buildings would not be 
completed within that time and the immediate effect might be to 
withdraw skilled manpower from industry rather than increase the 
supply. As against this it was recognised that in the longer term the 
effect of expansion would be to increase the flow of qualified 
manpower into industry against a background of increasing shortage. 

The Prime Minister said that the national economy was 
precariously balanced, and it was against this background that the 
Cabinet had to decide whether to leave the educational building 
programme at the level of £131 million which the Minister of 
Education now proposed or to reduce it to £121 million. The 
problem would be of less importance if the Government succeeded 
in their main aim of getting incomes and wages into line with the 
growth in national productivity. But this was still uncertain and if 
continued overstrain on the economy led to devaluation of sterling 
the effect would be disastrous to our standing in the world. As 
against this it would be important to avoid economies which would 



Welfare 
Services 
(Previous 
Reference: 
C.C. (61) 72nd 
Conclusions) 
Welfare Milk 

School Meals

frustrate the Governments effort to get support for a viable wages 
and incomes policy. 

The C a b i n e t -
Agreed to resume at a later meeting their consideration of 
the future level of expenditure on education. 

4. The Cabinet had before them a memorandum by the Chief 
Secretary, Treasury (C. (61) 219) submitting revised proposals for 
reductions in expenditure on certain welfare services. 

In the Cabinet's earlier discussion on 13th December there had 
been a substantial measure of support for the proposal that the 
provision of cheap welfare milk should in future be restricted to 
families with four or more children. The Minister of Health said 
that his advisory committee on nutrition would support this change 
provided that cheap milk continued to be supplied also for three-child 
families where all the children were under five. With this 
modification he would be ready to defend the change on nutritional 
grounds. 

The Chief Secretary, Treasury, said that he was prepared to 
accept this modification, though it would involve some administrative 
complications which would delay the introduction of the change. 
On the other hand, the rise in the price of milk which had taken 
place since his paper was circulated, and was likely to be maintained, 
would increase the savings to the Exchequer. With the concession 
now proposed by the Minister of Health the change would have 
yielded, on the calculations in his paper, a saving of £17+ million in 
a full year. With the higher price of milk, this figure would now 
become £204 million though, in view of the delay in introducing the 
more complicated scheme, the full benefit would not be reaped in 
the next financial year. 

In discussion the point was made that this proposal would 
expose the Government to the political criticism that they were 
withdrawing a subsidy to poorer people with families at a time when 
they were affording relief to surtax-payers. It was also argued that 
the withdrawal of this subsidy would make it more difficult to secure 
co-operation in a policy of wage restraint. On the other side it was 
recognised that a strong case could be made against maintaining this 
subsidy when it was no longer justified on nutritional grounds. 

The Cabinet were informed that it was not proposed to make 
any change in the general arrangements for providing free milk in 
schools. It was, however, for consideration whether free milk should 
continue to be supplied in independent schools. The withdrawal of 
this concession would produce a saving of £870,000 a year. No 
nutritional risk would be involved: it was likely that most of these 
schools would continue to serve the milk and to charge the parents 
for it. 

 A saving of £17 million a year could be secured if the charge for 
school meals were raised from Is. to Is. 6d. The Minister of 
Education said that he was satisfied that this would not involve any 
direct educational disadvantage. It might have social disadvantages 
if, as a result, more schoolchildren in the towns took their mid-day 
meals in cafes. 

In discussion it was pointed out that, if this change were made, 
workers would have to pay an extra 2s. 6d. a week for each child 
taking school meals. This would apply particularly to rural areas, 



where there was often no alternative. Here again therefore the change 
might increase the difficulties of securing co-operation in a policy of 
wage restraint. 

Family Annex E of C. (61) 219 gave brief particulars of a possible means 
Allowances 	 of saving £34 million a year by adjustment of the present system of 

family allowances. This plan was not recommended by the Chief 
Secretary, Treasury. It would involve controversial and wide-ranging 
legislation. It would reduce the income of large numbers of families, 
at a time when the Government were seeking to win support for a 
policy of wage restraint. It could also be represented as involving a 
measure of discrimination against the poorest families. 

The Minister	 of Pensions and National Insurance said that, if 
serious consideration was to be given to this proposal, either as an 
alternative or as an addition to the other proposals set out in 
C. (61) 219, he would wish to have an opportunity of submitting a 
memorandum developing the objections in greater detail. 

The Cabinet— 
Took note of C. (61) 219 and of the points made in 
discussion, and agreed to resume at a later meeting their 
consideration of these proposals for a reduction in certain 
welfare services. 

Cabinet Office, S.W. 1, 

9th January, 1962. 
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1. The Foreign Secretary said that, despite the pressures 
exercised by the United States Government, General Phoumi was still 
unwilling to accept the proposals for a national government of Laos 
which had been formulated by Prince Souvanna Phouma. The three 
Princes had therefore been summoned to Geneva. If agreement 
could not be reached there, an attempt might be made to persuade 
the King of Laos to exert further pressure on General Phoumi. It 
must, however, be recognised that, if the formation of a national 
government were delayed much longer, there was a grave risk that 
fighting would be resumed in Laos. In that event the question would 
again arise of armed intervention under the auspices of the South-East 
Asia Treaty Organisation. 

The Prime Minister recalled that at an earlier stage we had 
reluctantly accepted a limited commitment to support such an 
intervention. We must now hold ourselves free to consider that 
afresh in the light of the new circumstances. 

The Cabinet— 
Invited the Foreign Secretary to submit a memorandum on 
the likely course of developments in Laos if the current 
efforts to form a national government were unsuccessful. 

2. The Foreign Secretary said that there had been some 
improvement in the situation in the Congo. The central Government 
had strengthened their position by enforcing Mr. Gizenga's return to 
Leopoldville, without active assistance from United Nations troops. 
They had also concluded an agreement for the exchange of prisoners 
with Katanga. There now seemed to be some hope of progress 
towards conciliation, if the Prime Minister of Katanga could continue 
to honour the agreement which he had concluded at Kitona and if 
the United Nations authorities refrained from pressing too vigorously 
the policy of hunting down the mercenaries in Katanga. 

The Lord Privy Seal said that the acting Secretary-General of the 
United Nations had assured him, during his recent visit to New York, 
that his aim in the Congo was to promote conciliation between the 
central Government and Katanga and to work towards the withdrawal 
of United Nations forces. There was in fact a greater need in the 
Congo for reinforcements of police, rather than of t roops; and the 
possibility of borrowing police from Nigeria was now under 
consideration. 

The Cabinet— 
Took note of these statements. 

 3. The Foreign Secretary said that on the previous day Dutch 
 warships had intercepted a number of Indonesian motor torpedo 
 boats which were in Dutch waters and appeared to be making for 

 the coast of West Irian. They had opened fire on these vessels, and 
 at least one had been sunk. This might be the prelude to hostilities 

 against West Ir ian; and it was against this background that the 
Cabinet must now consider the continued supply of arms to Indonesia. 

The Minister without Portfolio said that the Committee on 
Strategic Exports had reviewed this question in pursuance of the 
Cabinefs decision of 3rd January. In the light of that review he 
recommended that for the time being no fresh licences should be 
granted for the export of arms to Indonesia. Where licences had 
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already been issued, deliveries could be delayed for a time by 
administrative means; but before long the Government would be 
pressed to take some public position in respect of these deliveries and 
it might then be desirable to say that these licences had been 
temporarily suspended. A decision was also required about the two 
Gannet aircraft (the last instalment of an order of eighteen) which had 
already been delivered to Indonesian authorities in this country and 
were due to be flown out to Indonesia in the course of the next few 
days. 

After discussion it was agreed that it would not be practicable 
to prevent the departure of the two Gannet aircraft which were 
already in the possession of Indonesian authorities in this country. 
This being so, there was no sufficient reason to prevent the despatch 
of the two spare Gannet engines forming part of the original 
Indonesian order for Gannets. This, however, would make it all the 
more necessary that the Government should take some public position 
on the supply of other arms and warlike stores to Indonesia. It was 
agreed that it could be publicly stated that, as a temporary measure 
until the situation in West Irian had clarified, the Government had 
decided that no further licences would be granted for the export of 
arms and warlike stores to Indonesia and that, where such licences 
had been granted, delivery would be postponed for the time being. 

The Cabinet— 
(1) Agreed	 that no action should be taken to prevent the 

departure of the two Gannet aircraft which were already 
in the possession of Indonesian authorities in this country, 
or the delivery of the two spare Gannet engines, which 
formed part of the original Indonesian order for Gannets. 

(2) Invited	 the Minister without Portfolio to arrange for the 
Committee on Strategic Exports to delay the delivery of 
other arms and warlike stores to Indonesia on the basis 
agreed in the Cabinefs discussion. 

(3) Invited	 the Foreign Secretary to arrange for the Dutch 
Ambassador in London to be informed of the substance 
of the Cabinet's decision; and to submit for the Prime 
Ministers approval a draft of a public statement on the 
Governments attitude towards the supply of arms to 
Indonesia in present circumstances. 

4. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (62) 12) summarising the impressions which he had 
formed on his recent visit to West Berlin. 

The Foreign Secretary said that he had been struck by the 
thoroughness with which West Berlin had now been sealed off, not 
only from East Berlin, but from East Germany. West Berlin was 
now surrounded by something like a permanent frontier. This might 
mean that, having dealt in this way with their immediate anxieties 
about East Germany, the Soviet Government might be less concerned 
to negotiate about the status of West Berlin. They might be more 
ready to accept continuance of the status quo. If so, this might 
explain the unresponsive attitude which the Soviet Foreign Minister 
had adopted in the opening stages of his conversations with the United 
States Ambassador in Moscow. So far, these had not offered any 
prospect that a basis for further negotiation would be found; and it 
seemed doubtful whether they would be fruitful so long as the 
Ambassador was precluded from discussing the subjects on which the 
Soviet Government were seeking concessions from the West. We 
might soon be faced with a choice between continuing these 
conversations, with little prospect of progress, or proposing a meeting 
of Foreign Ministers. Meanwhile, however, serious study would have 
t o be made of the two documents which the Soviet Foreign Minister 
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had handed to the United States Ambassador—a draft statute for a 
free city of West Berlin, and a protocol embodying guarantees for 
West Berlin. 

In discussion it was pointed out that there were serious dangers 
in delay. First, the local situation in Berlin was explosive; and there 
was a continuing risk that some precipitate action might be taken 
there which would provoke a crisis. Secondly, there were persistent 
rumours of a challenge to Mr. Khrushchev's authority within the 
Soviet Un ion ; and, if his external policies were discredited, it would 
become even more difficult to reach agreement with the Russians over 
Berlin. It was therefore important that the impetus towards 
negotiations on Berlin should be sustained. 

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

5. The Cabinet had before them memoranda by the Chancellor 
of the Exchequer (C. (62) 9) on the future of arbitration and by the 
Chief Secretary, Treasury (C. (62) 10) on incomes policy for the public 
services. 

The Chancellor of the Exchequer said that the Economic Policy 
Committee had considered three possible ways of ensuring that 
Government policy on incomes was not undermined by arbitration 
awards, particularly in the interim phase following the end of the 
wages pause. Legislation either to impose an obligation on 
arbitrators to take account of the national interest or to make 
arbitration compulsory would have the effect of uniting employers 
and work-people against the Government. A policy by which 
arbitration awards in the public sector were limited by the 
Government to an amount consistent with national incomes policy 
would be attacked as being in conflict with promises already given 
that arbitration would be restored at the end of the pause and would 
materially reduce the prospect of persuading the Trades Union 
Congress to co-operate in the National Economic Development 
Council. It would also be regarded as inconsistent with the principle 
of comparability with outside occupations as the basis for pay in the 
public sector. The third possibility would be to restore independent 
arbitration but to make it clear that progress towards the long-term 
objective of pay based on fair comparison with outside occupations 
would be limited by what the country could afford; and that in any 
arbitration proceedings the Government would argue the case not 
only on comparability but on the effect of an award upon other 
prospective awards and upon the economy generally. It would also 
be made clear that there could be no back-dating of awards into the 
present linancial year. If the Government adopted the third course 
there was, in his view, some prospect of securing the requisite restraint 
in arbitration awards. It would in any case be desirable to put into 
effect the suggestions made by the Minister of Labour in the 
memorandum annexed to C. (62) 9 for the publication of factual 
economic information and for strengthening the secretariat of 
arbitration bodies. 

The Chief Secretary, Treasury, said that he would be asked, at a 
meeting later that day with representatives of the Staff Side of the 
non-industrial Civil Service, whether the Government would fully 
restore recourse to the Civil Service Arbitration Tribunal and the 
Industrial Court. He believed that an answer on the lines indicated 
by the Chancellor of the Exchequer would be acceptable to the unions 
and that they might not be disposed to pursue the further question 



whether fair comparison with outside occupations would continue to 
be the basis for determining pay in the Civil Service. It would be 
desirable to avoid detailed discussion of the latter question because 
there could be no doubt that, however valuable the principle of 
comparability might have been in the past, experience showed that 
in times of over-full employment it could result in a sequence of 
inflationary settlements. 

In the Cabinefs discussion attention was drawn to the danger, 
which had always been foreseen, that the end of the wages pause 
would be marked by a series of settlements or awards at levels much 
higher than would" be consistent with the expected increase in 
productivity. If this happened the Government would be subjected 
to serious political criticism. Some risks would have to be faced, 
however, whichever course were adopted. On balance, the policy 
which appeared to involve the least risk and to have the best prospect 
of success would be to adopt the third course and to seek to 
establish in the minds of work-people, employers, arbitrators and the 
public at large the general case for restraint in incomes which had 
already been stated by the Chancellor of the Exchequer to the Trades 
Union Congress. 

In further discussion the following points were raised : 
(a) Further consideration should be given to the question whether 

increases in pay in the public services should be kept within an upper 
limit of the order of, say, 1\ per cent., however long or short the 
period since the last settlement. If account were not taken of the 
time which had elapsed since the last review the results would, in 
some cases, be inequitable. On the other hand, it would be dangerous 
to encourage the idea that increases of pay should be sought annually. 

(b) There were some signs that in the private sector the constant 
stress laid by the Government on the need to relate incomes to 
national productivity was beginning to have some effect. 

(c) The Cabinet were informed that the results of the review of 
pay in the Armed Forces resulting from the Governments acceptance 
of the report of the Advisory Committee on Recruiting would 
normally be announced during February, to take effect on 1st April. 
It seemed likely that the review would point to increases for officers 
of about 4 per cent, and for other ranks of about 14 per cent. It 
would be unfortunate if the Government felt unable to make the 
review effective. They were firmly pledged to this system and any 
withdrawal from it would have an adverse effect on recruiting. 

The Cabinet— 
(1) Took	 note that the Minister of Defence would consult 

Treasury Ministers when officials had reached agreement 
on the basis for the review of pay in the Armed Forces. 

(2) Agreed	 that in discussion with representatives of 
non-industrial civil servants the Chief Secretary, Treasury, 
should undertake that in the period following the end of 
the wages pause the existing restriction on arbitration 
on Civil Service claims would be withdrawn—on the clear 
understanding that there would be no back-dating of 
awards into the present financial year and that arguments 
based on the national interest would be advanced by the 
Government, both in negotiation and in arbitration 
proceedings. 

Incomes 6. The Cabinet had before them a memorandum by the 
Policy Chancellor of the Exchequer (C. (62) 11) on certain outstanding 
Coal claims for wage increases. 
Industry 

The Chancellor of The Exchequer said that there was a reasonable 
prospect that, in dealing with the current claim of the mine-workers, 
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the Chairman of the National Coal Board would be prepared to offer 
something under a 4 per cent, increase for day-wage rates but to leave 
existing piece-work contracts unaltered. This would produce an 
increase of about 2\ per cent, in the wage bill. If the unions rejected 
this offer, it would be open to the Coal Board to refuse to allow the 
dispute to go to arbitration; but, if it did go to arbitration, it would 
be difficult for them to reject any award which might result. 

The Minister of Power said that the National Coal Board would 
open negotiations on the basis that any settlement would date from 
1st May, 1962; they might be forced back in the course of negotiation 
to 1st April but would certainly stand firm on that date. 

The Cabinet— 
(1) Took note that the National Coal Board would seek to settle 

the current claim of the mine-workers on the basis of an 
increase of 2\ per cent, in the wage bill, and to avoid 
recourse to abitration. 

Gas Industry  j Chancellor of the Exchequer said that the claim of the n e

gas-workers for a substantial increase of wages was based on the 
recent award of a 5 per cent, increase to the electricity workers. It 
could, however, be argued that conditions were different in the gas 
industry, where no large surplus was being earned on current trading. 
He intended to urge the Chairman of the Gas Council to take a firm 
line in the national interest. It would be impossible to refuse recourse 
to arbitration if the unions rejected any offer made. 

The C a b i n e t 
(2) Invited the	 Chancellor of the Exchequer to urge upon the 

Chairman of the Gas Council the importance in the 
national interest of limiting any wage increase offered to 
workers in the gas industry. 

(3) Took	 note that , if the offer were rejected by the unions, it 
would be impossible to avoid a reference to arbitration. 

Railways The Chancellor of the Exchequer said that it would be wholly 
inconsistent with the Governments intentions for the interim period 
following the end of the wages pause if the Chairman of the British 
Transport Commission made the offer of a 6 per cent, increase from 
1st April, 1962, which he had wished to make in answer to the unions' 
claim for 10-11 per cent. There seemed to be two possible courses 
of action: to make no offer at all, in the knowledge that this would 
lead to arbitration; or to offer, say, 2 per cent, with the prospect of 
going to arbitration after an initial round of bargaining. T o make no 
offer at all would increase the difficulties of the moderate section 
among the union leaders; and it was also likely that, if this course 
were followed, the Government would be under greater pressure to 
bind themselves in advance to accept any arbitral award. If a small 
offer were made it might not be necessary to agree in advance to 
accept the results of arbitration. The situation had changed in some 
respects since the earlier discussions with the Chairman of the 
Commission. The Trades Union Congress were still considering the 
invitation to join the National Economic Development Council; and 
there was some reason to believe that the railway unions were not 
anxious to strike and might be prepared to settle for a figure within 
the limits acceptable to the Government. 

In discussion the following points were m a d e : 
(a) If the unions knew that the Chairman of the Commission 

regarded 6 per cent, as a fair offer, they would be well placed to press 
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their case in any arbitration proceedings. The Governments case 
might go by default. It was for this reason more than ever important 
to persuade the Chairman to look at the matter in a broader national 
context and to recognise the critical importance of a settlement of 
about 3 per cent. 

(b) The railway problem would be complicated by any award 
made to the gas industry, which had entered into the Guillebaud 
comparison. As compared with a factor of 100 in both industries 
after the Guillebaud award, wage levels in the gas industry already 
stood at 111 and the railways at 104. Any further award to the gas 
industry would increase the disparity. 

(c) Although it would not be possible to avoid recourse to 
arbitration if either party insisted on it, neither side was bound to 
accept the award. In the past the employers had usually accepted 
awards, but the men had held themselves free to reject them. On the 
present occasion it might be necessary for the Government to say in 
advance that they would not accept any award greater than, say, 
3 per cent. The weakness of this course, which applied with equal 
force to a statement by the Government that they would only be 
prepared to make a given sum of money available, was that if the 
Transport Commission for their part accepted the award the new 
rates would have to be paid and the money would have to be found. 

(d) One of the biggest obstacles in the way of a reasonable 
settlement was the existence of the national agreement on railway 
wages. The Chairman of the Commission would himself be glad to 
break away from nation-wide rates but was not prepared to attempt 
this in the present context. It might, however, be possible to press 
the advantages of such a change in argument before an arbitrator. 

The Cabinet— 
(4) Invited the Chancellor of the Exchequer to be guided by the 

views expressed in their discussion at his next meeting 
with the Chairman of the British Transport Commission. 

The Chancellor of the Exchequer said that there was still a little 
time before decisions had to be reached on the outstanding claims for 
wage increases for London busmen and for nurses. He would revert 
to these at a later meeting of the Cabinet when they could be viewed 
in relation to developments on other claims. 

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

7. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (62) 8) on university salaries. 

The Chief Secretary, Treasury, said that university staffs had 
received their last pay increase in January 1960. The University 
Grants Committee had prepared a further recommendation early in 
1961 but had been persuaded by the Treasury to postpone it in the 
light of the discussions then proceeding on teachers' pay. It could 
be argued that but for this their recommendation would have been 
considered before the beginning of the wage pause. Their present 
recommendation was for a 17 per cent, increase to date from August 
1961. After detailed discussion he had reached the view that, while 
there was no case for a 17 per cent, increase, there were good grounds 
for an increase of 8 or 9 per cent. He could not accept August 1961 
as the operative date ; any award now made should run from August 
1962. The University Grants Committee maintained that, if the 
increase were limited to 8 or 9 per cent., the whole of it would have 
to be devoted to improvements in the salary scales of the two lowest 
grades. Discussion in the Economic Policy Committee had revealed 



a marked difference of view; some members of the Committee had 
accepted the case for an 8 or 9 per cent, increase, but others had 
thought that, in view of the general policy on incomes which the 
Government were proposing to pursue, it should be restricted to 
something of the order of 3 per cent. He himself felt that so low 
an offer would be hard to justify in relation to the 14 per cent, award 
of teachers and the 17+ per cent, award to the staffs of colleges of 
advanced technology. The Chairman of the University Grants 
Committee had said that an offer of 3 per cent, would destroy any 
hope of recruiting enough staff to meet the five-year expansion plan 
and that this plan would have to be revised, with lasting damage to 
the relations between the Government and the universities. 

In discussion the following points were made : 
(a) There was some doubt about the strength of the recruiting 

argument. Even at present salary levels the universities were 
attracting qualified candidates away from the administrative class of 
the Civil Service. Two years previously the University Grants 
Committee had prophesied a serious effect on recruiting if the award 
then under discussion were not backdated; but, although backdating 
had in the event been refused, recruiting had not been affected. As 
against these arguments it was undeniable that the large expansion 
programme now contemplated would require a 56 per cent, increase 
in university staffs over a five-year period. Particular difficulties 
were likely to be met in obtaining scientists and mathematicians, for 
whom there was a heavy demand in industry. If the expansion 
programme were to succeed, it must be seen to command the full 
support of the Government. 

(b) It was argued that the Government should consider the 
teaching profession as a whole; and that any award now made to 
university staffs should be regarded in the context of the earlier 
awards to teachers and to the colleges of advanced technology and 
for this reason outside the scope of the wage pause. I t might be 
possible to present the matter in this light by putting this argument 
forward in answer to a Parliamentary Question without naming any 
specific figure, and reserving the amount of the award for a later 
announcement. As against this it was argued that subtleties of 
argument would count for little in the present climate of opinion 
about incomes generally; the public would be more concerned with 
the fact that in a field over which they had complete control the 
Government had elected to award an 8 or 9 per cent, increase. This 
consideration would have a particular bearing on the outstanding 
claim by the nurses. 

(c) There were some attractions in the possibility of a split 
award, say, 3 per cent, from August 1962, with the promise of two 
further instalments of 3 per cent, at later dates; but this might be 
thought to perpetuate the lag between university staffs and the rest 
of the teaching profession, especially as a further Burnham award 
for teachers was in prospect. If it were decided to limit the initial 
award to 3 per cent, it might be better to couple this with the offer 
of a further review in, say, January 1963 than with the promise of a 
further specific increase. 

The Prime Minister, summing up the discussion, said that the 
most important issue facing the Government was the problem of 
holding the line on incomes generally. In this context the actual 
sums at stake and the detailed balance of the arguments were 
comparatively unimportant ; what mattered was the course of the 
main battle and it was undeniable that a Government award of an 
8 or 9 per cent, increase in a field over which they had full control 
might have a serious effect on the general wages policy. On the 
other hand the programme of university expansion was of great 
importance in the Governmenfs forward planning because of the 
contribution which it would itself make to the growth of the national 



economy. He would like to see more details of the opening salaries 
which graduates could command at present salary levels in the fields 
open to them in industry, the Civil Service and the teaching profession 
outside the universities. The Chancellor of the Exchequer might 
also discuss the problem with the Chairman of the Committee on 
Higher Education. 

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

Cabinet Office, S.W. 1, 
16th January, 1962. 
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Incomes * 1 . The Chancellor of the Exchequer said that since the 
Policy CabinetS last discussion there were signs that the Governments 
Rai lwaymen's incomes policy was securing wider acceptance. It now seemed 
Wages possible that in the coal and gas industries the next stage in the 
(Previous negotiating procedure could be deferred for a short period, and that 
Reference: settlements might eventually be reached which were not seriously 
C.C. (62) 5th out of line with the Governments general policy. It was understood, 
Conclusions, however, that the Chairman of the British Transport Commission, 
Minu te6) whom the Minister of Transport would be seeing later that day with 

the Minister without Portfolio and the Minister of Labour, still felt 
that the minimum offer which could be made to railwaymen on a basis 
of comparability was about 6 per cent. But the Chairman had 
suggested that he might try to postpone the discussion with the 
railway unions due on 23rd January and had said that, if the 
Government so instructed him, he would make no offer or would 
offer less than 6 per cent. In the event of arbitration he would argue 
the Governments case and would maintain that, in current economic 
circumstances and having regard to the deficits of the Commission, 
railwaymenS wages could not be increased at present to the extent 
that would be involved by following the Guillebaud recommendations. 
In answer to argument about the need to improve recruiting, he would 
state the case for abandoning the National Wage Agreement; and 
this might at least influence the arbitration tribunal against making a 
large award. The immediate points for the CabinetS consideration 
were whether the Chairman should be encouraged to seek 
postponement of negotiations and what guidance, if any, should be 
given to him on the Governments behalf. 

In discussion it was suggested that, if early settlements could 
be made in other industries at levels consistent with Government 
policy, there would be advantage in some postponement of 
negotiations on railwaymenS wages. The disadvantages would be 
that moderate opinion on the union side might be unable to prevent 
unofficial strikes which, once started, might spread; and that, if the 
unions agreed to postponement, they would be taken by public 
opinion to be doing so in the belief that they would obtain a more 
generous settlement later. Any substantial postponement, therefore 
(for example until the end of March, which the Chairman of the 
Commission appeared to have in mind), might be regarded as implying 
a commitment on the Governments par t to accept a settlement 
favourable to the railwaymen. It would, however, be worth while 
to secure a shorter postponement, say, until the end of February. 

It could be argued that the use which would be made by the 
Chairman of any letter of instruction issued to him would inevitably 
show that he would himself prefer a more generous settlement than 
the Government were prepared to approve. This might influence 
the arbitration tribunal to make an award unduly favourable to the 
railwaymen, but the effect would be offset by the arguments which 
the Chairman was prepared to bring forward on the national 
economic position and on the financial position of the Transport 
Commission. 

Summing up the discussion the Prime Minister said that, in view 
of the crucial importance of avoiding a large increase in railwaymenS 
wages and the ChairmanS readiness to accept guidance, it would be 
desirable that the Chancellor of the Exchequer should give him 
notice in writing of the Governments attitude towards this claim. It 
would be unrealistic to allow no offer to be made. The letter might 
begin by restating the main considerations in favour of wage restraint 
which had already been put to the Trades Union Congress and 
emphasising the importance of a settlement consistent with the 
Governments incomes policy. It should make it clear, without 

* Previously recorded in a Confidential Annex. 
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specifically authorising the Chairman to make an offer of that amount, 
that a final settlement, either before or after arbitration, on the basis 
of an increase of the order of 2\ per cent, would not be resisted by 
the Government. In arbitration proceedings it might not be necessary 
to state whether the Government would or would not permit the 
Commission to implement an award in excess of 2\ per cent., and in 
drafting the letter care should be taken to ensure that the Government 
would not be held committed to reject an award only slightly in 
excess of that figure; but no doubt should be left in the Chairmarfs 
mind that an award for substantially more would not be implemented. 

The Cabinet— 
(1) Agreed that in	 discussion with the Chairman of the British 

Transport Commission the Minister of Transport, the 
Minister of Labour and the Minister without Portfolio 
should encourage him to seek postponement of 
negotiations on railwaymerfs wages until about the end 
of February, and should consider with him, in the light of 
the Cabinefs discussion, the terms of a letter setting out 
the Governments view on the railwaymen's claim. 

(2) Subject	 to the discussion referred to in Conclusion (1), 
authorised the Chancellor of the Exchequer to write to 
the Chairman of the British Transport Commission on the 
lines indicated by the Prime Minister in summing up the 
Cabine ts discussion. 

*2. The Cabinet had before them telegrams Nos. 135, 136 and 
164 from Washington to the Foreign Office and telegrams Nos. 457 
and 458 from the Foreign Office to Washington, about the provision 
of facilities at Christmas Island for a further series of nuclear tests. 

The Prime Minister said that in the light of the Cabinet's 
discussion on 3rd January he had sent a personal message to President 
Kennedy proposing that agreement on the use of Christmas Island 
for a further series of tests should be accompanied by a fresh appeal 
to Mr. Khrushchev to co-operate in constructive measures of 
disarmament which would avoid this further extension of the nuclear 
arms race. The Presidents reply, while welcoming the suggestion 
for a new initiative on disarmament, had urged the need to take an 
independent decision about Christmas Island. The Prime Minister 
had therefore suggested, in a further message, that a public 
announcement should be made which, while not making the start of 
preparations at Christmas Island contingent upon an agreement to 
approach the Soviet Government with new disarmament proposals, 
would establish some connexion between the two. The draft 
annexed to telegram No. 457 made it clear that, although preparations 
for a further series of tests were being put in hand, the decision to 
make tests would depend at least in part on the Soviet Governmenfs 
reaction to the disarmament proposals and on the progress made in 
the forthcoming eighteen-power conference at Geneva. President 
Kennedy had suggested an amendment of this draft which revealed 
the different positions of the two Governments on this question. 
President Kennedy had not yet decided to resume testing and wanted 
to avoid it if possible; but he was under heavy pressure to resume 
testing—from public opinion, from his military advisers, and from 
some of his scientific advisers. He therefore wished, in any public 
announcement, to avoid giving the impression that a decision to test 
had already been taken or that the arguments for doing so were 
incontrovertible. He also wished it to be clear that the final decision 
rested in his hands. The United Kingdom Government, on the other 
hand, did not wish it to be known that they had offered facilities for 

* Previously recorded in a Confidential Annex. 
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testing at Christmas Island unless they were able to say at the same 
time that it had been decided that further tests were necessary. For 
it would be embarrassing to admit that the final right to decide 
whether those facilities should be used was to be left to the unilateral 
decision of the United States Government. The draft text put to 
President Kennedy had stated positively that the present state of 
nuclear development justified the West in making a further series of 
nuclear tests for military reasons. The Presidents amendment said 
merely that the present state of development would justify the West 
in making such further tests as might be necessary. By thus leaving 
the issue in doubt the President met his own domestic problem; but 
his amendment might create political difficulties for the United 
Kingdom Government. 

The Prime Minister said that he would welcome the views of his 
colleagues on this issue. 

In discussion the following points were made : 
(a) Much would be lost by declining to make the facilities at 

Christmas Island available to the United States Government. This 
would not prevent the United States Government from deciding to 
resume testing, and the United Kingdom Government would lose 
what power they had to influence that decision and to be brought into 
consultation. Moreover it would bring no political advantage, since 
the Government would be bound in any event to support a decision 
by the United States Government to resume testing. It would 
weaken the standing of the United Kingdom in the forthcoming 
discussions on disarmament. 

(b) It would not be possible to postpone a decision on the use 
of Christmas Island. While it was true that it would take only eight 
weeks to prepare Christmas Island for a further series of tests, it 
would take much longer to prepare alternative facilities elsewhere 
and for this reason the United States Government needed an 
immediate decision. 

(c) There was reason to believe that scientific opinion in the 
United States was by no means unanimous on the need to resume 
testing; and there was still a possibility that the President might 
decide in the event not to do so. If therefore the United Kingdom 
Government now announced that in their view a further series of 
tests was justified, they would be in some political difficulty if the 
President eventually decided not to resume testing. It would appear 
either that the Government had been misinformed by their own 
advisers or that they had been urging the need for tests unnecessarily. 

(d) There was no doubt that, once it had been agreed to make 
facilities at Christmas Island available, the Government would support 
whatever decision the United States Government might eventually 
reach about the resumption of tests. The President could be given 
specific private assurances to this effect. Could he not be asked, on 
the basis of these, to say publicly that the resumption of tests would 
be a matter for joint decision between the two Governments? The 
terms of telegram No. 135, however, could be read as implying that 
it was precisely this kind of public commitment that the President 
was anxious to avoid. There was also a danger that any private 
understanding with the President would become public knowledge. 

(e) It might be possible to say in any announcement that in 
present circumstances a decision to resume testing would be justified 
for purely military reasons, with the implication that further 
developments either in the scientific or in the political sphere might 
alter the position. If in the event the United States Government 
decided to test, it could be argued that there had been no change in 
the scientific or political background, and therefore no need for a 
further formal decision. It could be emphasised that consultation 



at the scientific and at the political level had been continuous. If, 
on the other hand, the United States Government decided not to 
test, it could be argued that new factors had made the earlier decision 
invalid. A decision not to test would in any case be unlikely to 
cause political difficulty. 

After further discussion the Cabinet agreed that the best course 
would be to suggest to the President that the announcement should 
declare it to be the present view of both Governments that the 
existing state of nuclear development, in which the recent massive 
Soviet tests were an important factor, would justify the West in 
making such further series of nuclear tests as might be necessary 
for purely military reasons. The United States and United Kingdom 
Governments had therefore decided that preparations should be made 
in various places and that as part of these the United Kingdom 
Government had made available to the United States Government 
the facilities at Christmas Island. 

The Cabinet agreed that there would be no objection to accepting 
the Presidents suggestion that the second paragraph of the draft 
announcement should be omitted and took note that the final 
wording of the third paragraph would have to be decided when further 
progress had been made towards agreement on the details of the new 
initiatives on disarmament. 

The Cabinet—-
Took note that the Prime Minister would arrange, in the 
light of their discussion, for the transmission of a further 
message to President Kennedy through H. M. Ambassador 
in Washington. 

Cabinet Office, S.W. 1, 
18th January, 1962. 
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Imperial 
Chemical 
Industries 
and 
Courtaulds 

1. The Cabinet reviewed the situation created by the current 
attempt by Imperial Chemical Industries (LCI.) Ltd. to acquire 
control over Courtaulds, Ltd. 

The Prime Minister said that the Home Secretary, in view of his 
private interest in Courtaulds, had thought it preferable that he should 
not be present when this question was discussed by the Cabinet. 

The President of the Board of Trade said that the Governments 
general attitude towards mergers and take-over bids had hitherto been 
that these were matters for the companies concerned, who were the 
best judges of their own commercial interests, and that it was not for 
the Government to interfere with the free operation of the private 
enterprise system. This particular operation had, however, aroused 
great public interest and some anxiety among Government supporters 
—mainly because of the size of the companies concerned and the 
extent of the monopoly which they already exercised over the 
production of man-made fibres. He had therefore thought it right to 
see the Chairmen of both companies, separately, to inform himself of 
the situation and of their intentions. This had demonstrated the 
Governments concern. He would welcome the views of the Cabinet 
on the question whether on this occasion the Government should give 
some public indication of their attitude. 

Discussion showed that a strong body of opinion in the Cabinet 
favoured the earlier view that operations of this kind were best left 
to the commercial judgment of the companies concerned. In support 
of this view the following points were made: 

(a) On the monopoly issue, it was the policy of the Government 
to rely on the machinery of the Monopolies Commission and the 
Restrictive Practices Court ; and it would be inexpedient for the 
Government to seek to form, in advance, their own judgment on the 
monopoly situation which might arise from an amalgamation of these 
two firms. In any event, even without such a merger, something like 
a monopoly situation already existed through Courtaulds ' control over 
rayon and I.C.I.'s control over terylene and the joint holdings of the 
two companies in British Nylon. Spinners. 

(b) There was little force in the argument that, if these two 
companies were merged, the joint undertaking would be likely to be 
nationalised by a future Socialist Government. For L C I . alone were 
already vulnerable to such a threat. 

(c) It would not be appropriate for the Government to comment 
on the terms of the offer which L C I . were proposing to make to 
shareholders in Courtaulds. Moreover, any Government statement 
about this operation might affect the market value of the shares 
concerned, and the Government might be open to criticism on that 
account. 

id) It would be a lengthy and laborious task to arrive at an 
objective judgment on the merits of this operation; and the 
Government would not be justified in taking a dogmatic view without 
full enquiry into all the relevant facts and technical considerations. 

(e) If the Government were led into expressing a view on this 
operation, mainly because of its size, they would be setting a dangerous 
precedent. They would be pressed to declare their attitude towards 
other transactions of this nature. Where would they draw the line? 

if) Public opinion on monopolies and on the scale of industrial 
organisations was changing with the growing recognition of the 
increased competition which British industry would face from the 
countries of the Common Market, whether or not we joined that 
organisation. 

On the other side it was argued that the Government had a duty 
to consider whether the absorption of Courtaulds by L C I . would be 
contrary to the national interest. It was true that they had no statutory 
power to prevent a take-over bid. It was true that the procedure of 
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the Monopolies Commission operated only when conditions of 
monopoly had already been established, and that even then there 
were no powers to enforce the Commission^ findings—though in this 
particular case the Government could break a national monopoly, if 
this were desirable, by adjustment of the tariffs on imported man
made fibres. It was also true that the techniques of take-over bids 
were under investigation by the Jenkins Committee, and that it would 
be difficult for the Government to take any line on this aspect of the 
matter until after that Committee had reported in the spring. But, in 
fact, though these aspects were being canvassed in public discussion, 
none of them had any real importance in relation to this particular 
operation. The crucial issue here was whether the future prosperity 
and expansion of this important British industry was more likely to 
be assured if it was all brought under single management. The fact 
that Courtaulds had originally been willing to discuss proposals for a 
merger showed that they recognised the advantages of this course. 
The crucial question was whether those advantages were so great that, 
if they could not be secured by merger, it was right that L C I . should 
seek to obtain them by means of a take-over bid. It was certainly 
important that the true issue at stake should be more clearly presented 
to public opinion. It was for consideration whether, in addition— 
especially in view of the growing competition which British industry 
would face as the strength of the European Economic Community 
grew—the Government should make it plain that, in their judgment, 
it would not be contrary to the national interest that these two firms 
should be brought under unified control. 

I t was suggested that for this purpose it might be desirable that 
the President of the Board of Trade should hold further conversations 
with the Chairmen of the two companies so that the Government 
would be in a better position to satisfy themselves, on the basis of more 
detailed knowledge, that they would not be justified in taking any steps 
designed to prevent L C I . from gaining control over Courtaulds. 
Even if it were eventually decided that these further conversations 
should not be held, the Chairman of L C I . might at least be asked to 
provide the President of the Board of Trade with a written 
memorandum setting out the technical case for establishing unified 
control over the operations of the two companies in the field of man
made fibres. 

The Prime Minister, at the end of the discussion, said that some 
statement about this operation would have to be made in Parliament 
on behalf of the Government in the course of the next few days. This 
would have to make it plain that the Government had no legal 
powers to intervene and that it was not for them to comment on the 
terms of the offer made to the Courtauld shareholders; it would have 
to deal with the monopolies aspect; and it might with advantage refer 
to the prospects of increased foreign competition. It was for 
consideration whether it should go further and say that the President 
of the Board of Trade was proposing to hold further conversations 
with the Chairmen of the two companies so that the Government 
might satisfy themselves, by these further enquiries, whether there was 
any reason to believe that the operation which L C I . were proposing 
to undertake would in any way be contrary to the national interest. 
Two alternative drafts could be prepared on these lines and, with 
these before them, the Cabinet could resume their discussion at a later 
meeting. Meanwhile the Chairman of L C I . might in any event be 
asked to submit a written memorandum setting out the technical case 
for bringing the manufacture of man-made fibres under unified 
management. 

The Cabinet— 
(1) Invited	 the President of the Board of Trade to prepare 

alternative drafts of a Parliamentary statement on the lines 
indicated by the Prime Minister at the end of the 
Cabinefs discussion. 
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(2) Took note	 that the President of the Board of Trade would 
obtain from the Chairman of L C I . a written memorandum 
setting out the technical case for bringing the manufacture 
of man-made fibres under unified management. 

(3) Agreed	 to resume their consideration of this question at a 
later meeting. 

 2. The Foreign Secretary sought the concurrence of the Cabinet 
 in the terms of a statement, to be made that day in both Houses of 
 Parliament, about the tension which had arisen between Indonesia and 

 the Netherlands over West Irian. This indicated that there was now 
 prospect of negotiations which would permit this dispute to be 

 settled without the use of force. It went on to say that the United 
Kingdom Government were anxious to avoid any action which might 
increase the tension or add to the possibility of an armed conflict. 
They had therefore decided that, as a temporary measure until 
the situation had clarified, they must suspend the export of arms and 
military equipment from the United Kingdom to Indonesia. 

a

In discussion it was explained that the method of suspending these 
exports would be to cancel export licences already granted. New 
licences would be issued if it were decided later that these exports 
could be resumed. It was agreed that this explanation could be given 
in reply to supplementary Questions. 

The Cabinet— 
Agreed that statements in the terms proposed by the 
Foreign Secretary should be made that day in both Houses 
of Parliament announcing the temporary suspension of the 
export of arms and military equipment from the United 
Kingdom to Indonesia. 

3. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (62) 15) on the situation which would arise in Laos if the 
Geneva Conference broke down. 

The Foreign Secretary said that, since this memorandum was 
circulated, the position had improved. The three Laotian Princes had 
undertaken to send a national delegation to Geneva by 1st February, 
and they had agreed that any dispute over the distribution of 
Ministerial offices in a national Government should be resolved by 
the King. In these circumstances it no longer seemed necessary to 
make any formal communication to the United States Government 
about the policy which we might feel obliged to follow if hostilities 
were renewed in Laos. It would be enough if the difficulties which we 
foresaw in that event were explained informally to the Americans 
through the diplomatic channel. 

The Cabinet— 
Agreed that no formal communication should be made to the 
United States Government at this stage on the lines 
suggested in paragraph 10 of C. (62) 15. 

4. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (62) 13) on the payment of the United Kingdom share 
of the cost of current operations by the United Nations in the Congo. 

The Foreign Secretary said that in his view the United Kingdom 
should continue to contribute to the cost of operations in the Congo 
for two main reasons. First, we maintained that there was a legal 
obligation on member countries to contribute and had supported the 



application for a ruling in this sense by the International Court of 
Justice. We could not consistently discontinue our own contribution 
while this ruling was awaited. Secondly, a failure to make our 
contribution would have a damaging effect on our relations with the 
United States Government. Our contribution from November 1961 
to June 1962 would amount to just over £2 million. He proposed, with 
the agreement of the Chancellor of the Exchequer, that we should 
make payments monthly in arrears and should withhold from our 
contribution the cost incurred by us in providing air support for the 
United Nations in the Congo and of maintaining the Nigerian 
contingent. 

In discussion the following points were made: 
(a) If we sought to withhold payment until the International 

Court had given its opinion, this would involve considerable delay and 
in the meantime our relations with the United States Government 
would have been put at risk. 

(b) While the legal position remained in doubt it would be 
difficult to argue that member countries who made no contribution, in 
particular Russia and France, had no standing in United Nations 
debates on the Congo situation. Voting rights were indisputably 
forfeit only if a member country defaulted on its contribution to the 
regular budget of the United Nations. 

(c) If contributions were paid monthly and in arrears it would be 
possible for the Government to review the position if the United 
Nations operations in the Congo developed on lines which they could 
not support. 

The Cabinet— 
(1) Agreed	 that the United Kingdom should continue to 

contribute to the cost of United Nations operations in the 
Congo on the basis proposed in C. (62) 13. 

The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (62) 14) on the question whether the United Kingdom 
should subscribe to the bond issue in support of the finances of the 
United Nations. 

The Foreign Secretary said that the financial situation of the 
United Nations was now precarious; their reserves were limited, and 
their deficit was likely to reach $170 million by the middle of 1962. 
Even if the bond issue were fully taken up, further measures would 
have to be taken in 1963 to keep the United Nations solvent. The 
United States Government were determined to make the bond issue 
a success, and had offered to subscribe $100 million subject to 
the approval of Congress. Congress would be influenced by the extent 
to which other member countries had in the meantime subscribed or 
agreed to subscribe, and for this reason the United States Government 
attached great importance to the promise of a contribution from the 
United Kingdom at this stage. 

The Foreign Secretary argued that such a contribution would be 
justified if it were made clear that the Government regarded the bond 
issue as no more than a holding operation designed to tide the United 
Nations over until a more radical solution of its financial difficulties 
was worked out. The United States Government had suggested that 
we should contribute $25 million. This was too large a sum. The 
United Kingdom contribution to the regular budget of the United 
Nations was 1\ per cent, and a subscription to the bond issue on this 
basis would amount to just over $15 million. He himself would 
favour an outright subscription of $.12 million; an alternative would 
be to subscribe $5 million now with the promise of further 
contributions to follow. 



In discussion the following points were made : 
(a) The financial crisis in the United Nations which had made the 

bond issue necessary was directly due to the failure of member 
countries to contribute to the cost of current operations. It would 
therefore be logical to make our agreement to subscribe contingent on 
the imposition on member countries of an obligation to meet their 
share of current costs or to face loss of voting rights if they failed to 
do so. As against this, however, the question of contributions to 
current operations raised legal points which were now before the 
International Cour t ; it would for this reason be difficult to force an 
immediate decision on this, and it might be better to treat the bond 
issue as a separate question. 

(b) There was little doubt that the United States would in the last 
resort provide the money required to keep the United Nations going; 
but, if they were forced to do so without any help from us, Anglo-
American relations were bound to suffer. It must be a main object of 
the Governments policy in 1962 to preserve and if possible increase 
the degree of support which we could command in the General 
Assembly and in the Security Council. There were difficult issues 
ahead, notably in Africa; and a subscription to the bond issue would 
help to create a more sympathetic attitude to our difficulties. 

(c) It was important that the bond issue should not be allowed to 
obscure or defer the real issues confronting the United Nations. It 
should be made clear that any subscription which the United Kingdom 
might now make would be on a once-for-all basis, on the understand
ing that the opportunity thus provided would be used to overcome the 
difficulties which had led the United Nations into its present state. 

(d) A subscription to the bond issue would not be easy to defend 
to Government supporters in this country. The timing was specially 
unfortunate in view of the other contentious issues with which the 
Government would shortly be faced. This difficulty would be eased 
to some extent if it could be made clear that any United Kingdom 
subscription was subject to certain express conditions. It might even 
be possible to suggest that the United Kingdom subscription would 
be to an amount not exceeding $12 million, the precise amount to be 
governed by progress in the United Nations itself towards a longer 
term solution. There might be other conditions which we should wish 
to make privately to the United States Government, particularly the 
degree of support which we should expect the United States 
Government to give us in forthcoming debates in the United Nations 
on Colonial questions. 

The Cabinet— 
(2) Invited	 the Foreign Secretary to circulate a further paper 

setting out the conditions which might be attached to an 
agreement by the Government to subscribe $12 million to 
the United Nations bond issue. 

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

Cabinet Office, S.W.1, 
23rd January, 1962. 
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1. The Cabinet resumed their discussion of the attempt by 
Imperial Chemical Industries (LCI.) Limited to acquire control over 
Courtaulds Limited. They had before them alternative drafts, 
prepared in the light of their earlier discussion on 23rd January, of a 
Parliamentary statement defining the Governments attitude towards 
this operation. 

Discussion showed that the Cabinet were now agreed that it would 
be inexpedient for the Government to take any action designed to 
prevent or delay this attempt to bring under unified management the 
manufacture of man-made fibres in this country. This being so, the 
question remaining for decision was whether the Government should 
at once announce that they were not proposing to intervene, or whether 
this announcement should be delayed for a few days so as to avoid any 
impression that the Government had failed to give full consideration 
to any national interests involved. In favour of the latter course it 
was argued that it would be useful if the Chairmen of the two 
companies could have an opportunity of furnishing further 
information, or making further representations, as they might desire. 
Nor was there any reason why the Board of Trade should not 
themselves seek from the companies such further information as they 
required. A statement of the Governments attitude should, however, 
be made in Parliament early in the following week. 

In the course of the Cabinets discussion it was recognised that 
the current dispute between L C I . and Courtaulds had crystallised the 
growing public anxiety about the effect which large-scale mergers of 
industrial or commercial companies might have upon the national 
interest. The Jenkins Committee were likely to report that mergers 
and take-over bids could assist towards the expansion of the national 
economy. Even so, the Government might well be pressed to assume 
further powers to control these operations. More thought would 
need to be given to the general questions of policy involved. 

The Cabinet— 
(1) Decided	 that the Government should not take any action 

designed to prevent or delay the attempt by L C I . Ltd. to 
gain control over Courtaulds Ltd., and agreed that a 
statement to this effect should be made in Parliament on 
30th January. 

(2) Took note	 that the President of the Board of Trade would 
arrange for the Chairmen of the two companies concerned 
to have an opportunity to make such further representa
tions as they might wish to offer to him before this 
statement was made. 

(3) Invited the President	 of the Board of Trade, in consultation 
with the Chancellor of the Duchy of Lancaster, the 
Minister of Aviation and the Minister without Portfolio, 
to prepare and submit for the Prime Ministers approval 
a revised draft of the statement to be made in Parliament 
on 30th January. 

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

3. The Chancellor of the Exchequer said that the General 
Council of the Trades Union Congress had now agreed, subject to 
conditions, to be represented on the National Economic Development 
Council. The letter in which they had conveyed their decision was 
not as negative as might be thought from the reports published in the 
Press. Their conditions were not unduly restrictive: it had always 
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been understood that their representatives on the Council would be 
free to report back to the General Council and that the latter would 
not, by their membership, be debarred from expressing public 
reservations about Government decisions. It had never been thought 
likely that they would be willing to give active support to a policy of 
wage restraint. The main objective had been to get the Trades Union 
Congress to participate in the work of the Development Council, and 
this had been achieved. 

The Chief Secretary, Treasury, would be making a short statement 
in Parliament that afternoon welcoming the decision of the General 
Council. A further statement would be made later about the details 
of the planning machinery now to be established. 

The Cabinet— 
Took note of this statement by the Chancellor of the 
Exchequer. 

4. The Cabinet had before them a memorandum by the Chief 
Secretary, Treasury (C. (62) 16) summarising the main facts and issues 
facing the Government on public expenditure. 

The Chief Secretary, Treasury, said that the prospect for the 
1962-63 Estimates was not encouraging. As compared with a total 
of £5,187 million for the 1961-62 Estimates the figure for 1962-63 now 
stood at £5,610 million, a rise of £423 million or over 8 per cent. When 
allowance had been made for increases in pay and prices and for 
increases due to book-keeping alterations under the new form of 
Estimates, the gross increase of £423 million was reduced to an 
increase of £244 million. The Chancellor of the Exchequer had 
pledged himself to allow no more than a 2-V per cent, increase in real 
terms in the Estimates for 1962-63 as compared with those for 
1961-62; and £244 million was an increase of A\ per cent. To meet 
the pledge savings of £110 million would be needed. Towards this 
figure the only proposals now before the Cabinet, for savings on 
welfare milk and on school meals, would contribute £37-J- million 
leaving £72 million still to find. If no reduction could be made on this 
figure of £72 million the increase in real terms between the two years 
would be between 31 per cent, and 4 per cent. 

In discussion the following points were m a d e : 
(a) The belief that it would be possible to restrict the increase in 

real terms between the Estimates for 1961-62 and those for 1962-63 
to 2\ per cent, had seemed reasonable in the circumstances at the time. 
But it was now clear that the cost of agricultural subsidies and of the 
deficit on railway operation had been seriously under-estimated. 

(b) The savings on welfare services which the Cabinet were now 
considering would produce comparatively small sums of money 
compared with the large sums at stake in other sectors, such as 
transport and agriculture, over which the Government had little or no 
control. The political effect of reductions in welfare services would 
be considerable and in the light of the larger and less controlled 
expenditures elsewhere it was not clear how much real economic 
benefit they would secure. 

(c) There was no prospect of meeting the 2\ per cent, pledge in 
full. The question to be decided was how far short of it the 
Government could afford to fall without running a serious risk of a 
further economic emergency. The greater the shortfall, the greater 
the need to show that the Government had strengthened their control 
over the growth of public expenditure in the longer term. 

The Cabinet— 
Took note of C. (62) 16 and of the points made in the 
Cabinefs discussion. 
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5. The Cabinet resumed their consideration of memoranda by 
the Chief Secretary, Treasury (C. (.62)-4). and; the Minister of Education 
(iC. (61) 221) on the level of educational investment, and by the 
Minister of Education (C. (62) 5) on educational policy. 

The Chief Secretary, Treasury, said that, as it now seemed 
unlikely that the Estimates for 1962-63 could be kept within the limits 
which had been announced as the Governments aim, it would be the 
more important that the Government should be able to show that 
public expenditure in the longer term had been brought under firmer 
control. Some progress had already been made in settling forward 
programmes of public inves tment - for example, on roads and health 
—on the lines which had been, forecast by the Chancellor of the 
Exchequer in his Budget statement in 1.961, and further action would 
be required on defence, agriculture, housing and the nationalised 
industries. A decision on educational investment was, however, 
particularly urgent because of its effect on the provisional programme 
for building starts in 1962-63 which had already been made known to 
local education authorities. He accepted the importance of economic 
growth and believed that educational investment would assist it in the 
more distant future. He had, however, felt obliged to propose some 
reduction in the rate of expansion of educational, investment in the 
years immediately ahead because he considered that it should make 
its contribution to the task of avoiding financial crises in that period. 
In the past 10 years the gross national product had been expanding at 
about 3 per cent, per annum and a faster rate of increase in the near 
future seemed unlikely. But the proposals put forward by the Minister 
of Education would mean accepting an increase for education at a rate 
of about 4 - 6 per cent, per annum, which would call for corresponding 
restraint in other programmes. An average annual investment of 
£121 million over the three years 1963-66 would be the appropriate 
maximum. 

The Minister of Education said that he did not believe his 
colleagues would accept postponements in the programmes for teacher 
training and technical education. The school population was 
continuing to rise and, even if present policies were maintained, the 
pupil / teacher ratio, which now stood at 29-7 in primary schools, 
would worsen to 33-3 by 1965. Any interference with the supply of 
teachers would have a serious effect on this rat io; and it would be 
equally unfortunate politically to have to announce any reduction in 
expenditure by local education authorities on technical education. A 
substantial cut had already been made in expenditure on minor works, 
and the effect of any further postponement of investment expenditure 
must fall wholly on the schools programme. On this the Government 
were committed by the White Paper of 1958 to expenditure totalling 
£300 million (£320 million at currrent prices) over five years. The 
programme of starts which was set out in the Annex to C. (62) 4 had 
been designed to give effect to this plan and reductions could not be 
made on the scale suggested by the Chief Secretary, Treasury, without 
making adjustments in programme starts which would be regarded as 
a serious breach of the undertakings given. He thought that a system 
of starting controls would on that basis be inescapable. By 
administrative action, however, and without making any public 
announcement or establishing control of starts, it would be possible to 
reduce the starts proposed for 1963-64 and 1964-65 to £60 million for 
each year, thus reducing the average annual investment over the three 
years 1963-66 to £13.1 million. 

In discussion the following points were made : 
(a) The proposal by the Chief Secretary, Treasury, involved 

spreading over 28 months starts which on the original proposals of the 
Minister of Education would have been made in 24 months. But it 



involved postponements in the programmes for teacher training and 
technical education as well as for schools. In effect the only way of 
reducing education expenditure substantially would be to have fewer 
teachers and larger classes. 

(b) It would be unfortunate if the Government had to accept that 
provisional notifications made in July 1960 could not be reviewed in 
the light of changing economic circumstances. Despite the bad 
impression which would be given by enforcing postponements the 
Government ought to be ready to effect economies in education as well 
as in other long-term programmes. 

(c) In reviewing education expenditure, account should be taken 
of the very high rate of investment called for by the university 
expansion programme. 

(d) The Economic Policy Committee had begun an examination 
of the investment situation in the building industry and the possible 
need for physical or other forms of control in the private sector. Any 
form of building control would, however, have to contend with 
serious difficulties, including the fact that some forms of investment 
expenditure tended to give rise to much more current expenditure 
than others. Within the public sector alone the Government had 
much difficulty in establishing priorities and it should not be assumed 
that priorities in the private sector could be determined more readily. 

(e) Any announcement of a decision to reduce the rate of 
educational investment shouid be made as part of a general statement 
dealing also with other investment programmes. It would be valuable 
if the gap between the proposals on education made by the Chief 
Secretary, Treasury, and the Minister of Education could be further 
examined with a view to an agreed proposal being put before the 
Cabinet. 

The Cabinet— 
(1) Invited the Home Secretary— 

(i) in	 consultation with the Chief Secretary, Treasury, 
and the Minister of Education, to examine the rate 
of educational investment in the light of their 
discussion; 

(ii) to	 bring before them proposals for announcing the 
Governments decisions on education and other 
long-term investment programmes listed in 
paragraph 6 of C. (62) 16 

(2) Took note that the Economic Policy Committee had in hand 
an examination of investment in the building industry and 
would take into account the possible need for physical or 
other forms of control over building in the private sector. 

Cabinet Office, S.W.1, 
25th January, 1962. 
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71 V 

C.C. (9) 62 

Angola 1. The Foreign Secretary said that he had been considering 
(Previous what attitude should be taken by the United Kingdom Representative 
Reference: at the United Nations towards a resolution on Angola which was 
C.C. (61) 30th being brought forward by the Afro-Asian countries. The text of 
Conclusions, the resolution was contained in New York telegram No. 165 of 
Minute 8) 23rd January. It was framed in language offensive to Portugal and 

included some specific recommendations which we could not endorse 
—for example, that all political prisoners in Angola should be 
released immediately and that the United Nations Committee should 
work for the " speedy " achievement of independence by the people 
of Angola.- On the other hand it did not contain any new proposals 
for action nor did it seek to impose any sanctions against Portugal. 
In the United Nations it would be regarded as no more than a 
further expression of disapproval of PortugaPs colonial policy. As 
such it already commanded the support of forty countries; and, if 
we refrained from voting in favour of it, we should probably find 
ourselves in a minority of three, with South Africa and Portugal. 
We could draw no comfort from the fact that France would not 
vote on this resolution, for this would merely reflect the current 
French policy of withdrawing from participation in United Nations 
business. For other countries abstention was now regarded in the 
United Nations as equivalent to an adverse vote; and", if we failed 
to vote for this resolution, we should be thought to be supporting 
PortugaPs colonial policy. This would discourage our friends, who 
were disposed to support us when our own colonial policy came 
under criticism in the United Nations. Even among the Afro-Asian 
countries, there were signs of a readiness to distinguish between 
our colonial administration and that of some other colonial Powers. 
In all the circumstances he believed that the balance of advantage lay 
on the side of voting in favour of this resolution. 

In discussion serious doubts were expressed about the expediency 
of supporting a resolution in these terms. Paragraph 2, which 
reaffirmed the " inalienable right of the Angolan people to self
determination and independence " seemed to be inconsistent with 
the Portuguese claim that Angola was an integral part of metropolitan 
Portugal. Paragraph 5, which urged the Portuguese to establish 
freely elected and representative political institutions in Angola, was 
asking for the Angolans a greater degree of political freedom than 
was available in Portugal itself under the present regime. The 
resolution as a whole was offensive to the Portuguese, who were our 
oldest allies and had recently, at Goa, been the victims of aggression 
by one of the leading sponsors of this resolution. Apart from these 
general considerations, we should also weigh the consequences which 
support of this resolution might have in relation to our own colonial 
administration. We had certainly found it necessary in some Colonies 
to hold political leaders in detention, and might find ourselves under 
this necessity again. Nor could we afford to subscribe to the view
that all dependent peoples could be brought " speedily" to 
independence. If a resolution in these terms were brought forward 
in respect of our dependent territories, we should be unable to accept 
it. Was it wise, therefore, for us to support this resolution on Angola ? 

On the other side it was pointed out that, whatever the language 
used in particular paragraphs, the vote on this resolution would be 
regarded in the United Nations and by world opinion as an expression 
of approval or disapproval of PortugaPs colonial policy. The Foreign 
Secretary had already made it clear that, in our future voting in the 
United Nations on resolutions of this kind, we should concern 
ourselves with the substance and purpose of the resolution as a 
whole; and an affirmative vote on this occasion need not imply 
agreement with all the specific proposals in the resolution. Our 
Representative could make this plain in speaking on the resolution, 
and he could explain our reservations on particular paragraphs. By 



United 
Nations 
Bond Issue 
(Previous 
Reference : 
C.C. (62) 7th 
Conclusions, 
Minute 4) 

present standards in the United Nations this was a relatively moderate 
resolution; and account should be taken of the successful efforts 
made by moderate members of the Afro-Asian group to prevent a 
more extreme form of resolution being put forward. It would be 
a tactical mistake to disappoint those countries who were ready to 
distinguish, in United Nations debates, between our colonial policy 
and that of Portugal. It was at least probable that, when our own 
colonial policy came under criticism in the United Nations, we should 
have more sympathy and support if we had voted for this resolution. 

The Cabinet were informed that present indications were that 
the United States Government would vote in favour of this 
resolution. If, however, they should decide to abstain or to put 
forward a separate resolution of their own, a new situation would 
arise and our own position could be reconsidered. 

The Cabinet— 
(1) Agreed	 that the balance of advantage lay on the side of 

voting in the United Nations in favour of the Afro-Asian 
resolution on Angola, on the assumption that the United 
States Government decided to support it. 

(2) On this assumption invited the Foreign	 Secretary to instruct 
the United Kingdom Representative at the United Nations 
to vote in favour of this resolution but to explain in the 
debate on the resolution that, while we supported its 
general substance, we could not endorse all its specific 
recommend at ions. 

2. The Cabinet resumed their discussion of the question whether 
the Government should subscribe to the United Nations bond issue. 
They had before them a further memorandum by the Foreign 
Secretary (C. (62) 18) suggesting the terms in which such a decision 
might be announced. 

The Foreign Secretary said that on 5th February there would 
be a debate in the House of Commons on the Governments policy 
towards the United Nations. If the Cabinet approved the statement 
suggested in his paper it would be desirable that the announcement 
should be deferred until the day of the debate. There was, however, 
a danger that the President of the United States might meanwhile 
appeal to us to subscribe and that the fact that he had done so might 
become known. It would therefore be desirable that the Prime 
Minister should inform the President in confidence that a decision 
to subscribe to the United Nations bond issue had been taken but 
that for reasons connected with the Parliamentary timetable it would 
not be announced until 5th February. 

In discussion the following points were made: 
(a) The first sentence of the proposed announcement implied 

that the Government had decided to purchase bonds to the value 
of $12 million. The third sentence, however, could be held to mean 
that the precise amount would be decided later. It would be better 
to say that the Government intended, before the end of 1963, to buy 
bonds within a maximum total of $12 million but that in deciding 
the amounts and timing of their purchases they would take into 
account the cash requirements of the United Nations and the extent 
to which other countries had contributed. 

(b) The figure of $12 million was to some extent arbitrary since 
the logical basis of calculating a fair contribution would have been 
to relate it to the United Kingdom share of the regular budget of the 
United Nations. This would have produced a figure of $15 million. 
The lower figure could be defended by reference to the serious 
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shortage of foreign exchange with which the Government were faced 
at present. Tt had the advantage over the lower figure of $10 million 
which had at one time been suggested that it would be less likely to 
lead to demands for a second subscription later. 

The Cabinet— 
(1) Agreed that the Government should subscribe to the	 United 

Nations bond issue on the basis indicated in C. (62) 18 
subject to the amendments noted in paragraph (a) above. 

(2) Authorised the	 Lord Privy Seal to make an announcement 
to this effect on 5th February, in answer to a Parliamentary 
Question. 

(3) Took	 note that the Prime Minister would consider the 
desirability of sending a message to the President of the 
United States in advance of the announcement in 
Parliament. 

and 3. The Minister of Education reported to the Cabinet his 
a n impressions of his recent visit to India and Pakistan 

In India the outcome of the forthcoming elections was not in 
doubt and aroused comparatively little interest. The Congress Party 
would certainly win. But a struggle for power was now going on 
within the Government itself. The Kashmir issue was in danger 
of being handled in terms of this internal political struggle. 

In Pakistan the position had seemed to him to be quite different. 
President Ayub was fully in control of his Government but felt that 
he was being given insufficient support by the West in the dispute 
with India about Kashmir. 

In discussion it was recognised that there was little prospect 
that the Indian Government would accept a transfer of sovereignty 
over Kashmir to Pakistan without war : a war would be disastrous 
and Pakistan could not hope to win it. The problem, for the time 
being at any rate, must be regarded as insoluble unless President 
Ayub and the Prime Minister of India could agree to partition. A 
debate on Kashmir in the Security Council at the present time would 
be specially unfortunate. The Soviet Government would support 
India; and this, apart from the embarrassment in which it would 
place both the United States and the United Kingdom, might have 
an effect on the United States aid programme to India, which was 
not popular in Congress. 

The Cabinet— 
Took note of the report by the Minister of Education and 
of the points made in discussion. 

Cabinet Office, S.W.1, 
26th January, 1962. 
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 1. The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. 

*2. The Prime Minister said that, since the Cabinet's discussion 
on 18th January, there had been a further exchange of messages 
between himself and President Kennedy about the use of Christmas 
Island for a further series of nuclear tests and a related initiative on 
disarmament. Agreement had now been reached on the terms in 
which these decisions should be announced The announcement had 
been delayed in the hope that the French Government could be 
persuaded to join in the disarmament initiative. Their reply had not 
yet been received, but it was hoped that the announcement would be 
made in the course of the following week. 

The Prime Minister recalled that the Cabinet had been specially 
disturbed by the political difficulty of having to admit that the final 
decision to conduct atmospheric tests at Christmas Island would rest 
with the United States Government. A satisfactory formula had 
been devised, in consultation with the United States authorities, for 
dealing with this point. It had been agreed that, if enquiries on this 
were pressed, each Government would say that consultation would 
continue between them on both the scientific and the political aspects; 
that disagreement seemed unlikely, in view of their joint statement 
and continuing consultation; but that, having both reached agreement 
in principle on the moral justification for making further tests, neither 
Government would stand in the way of the other if. in the end. one 
felt that further tests were militarily necessary. 

The Cabinet— 
Took note, with approval, of this statement by the Prime 
Minister. 

3. The Lord Privy Seal said that reports published in some 
British newspapers that morning would give the impression that our 
negotiations with the European Economic Community were being 
delayed because of the Community's desire that its own agricultural 
policy should first be settled and that the Government were reconciled 
to this delay. In fact we had now secured agreement on means of 
accelerating the discussions between officials. Nor had we accepted 
the position that the agricultural policy of the Six should be finally
settled before our own agricultural interests came under discussion. 
These news reports were reflecting difficulties which had already been 
overcome. Guidance in this sense was being given to the Press 
generally. It would be useful if any Ministers who were separately 
questioned on this could take the line that these reports were out of 
date. 

It was suggested in discussion that it would be useful if the 
Cabinet could have further information of the provisional agreement 
on agricultural policy which had now been reached by the 
Community. 

The Cabinet— 
(1) Took note of this statement by the Lord Privy Seal. 
(2) Invited	 the Minister of Agriculture to circulate, for their 

information, a paper on the agricultural policy of the 
European Economic Community. 

* Previously recorded in a Confidential Annex 
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4. The Cabinet were informed that at a meeting with the railway 
unions on the previous day Dr. Beeching, the Chairman of the British 
Transport Commission, appeared to have indicated that some modest 
increase in wages of the order of 2\ per cent, might be agreed upon 
with effect from the beginning of April and to have hinted that 
negotiations for a further increase might be opened within a few 
months. It seemed necessary to ascertain from Dr. Beeching what 
he had in fact said and to establish clearly with him that he should 
hold out no hope of any increase during 1962 which would involve 
payment at a level above that indicated by the Governments incomes 
policy. Before considering any increase going beyond what might 
be appropriate at the beginning of April, the Government would want 
to review the financial position of the railways and the economic 
situation of the country during 1962. The unions were expected to 
ask for a further meeting with Dr. Beeching during the following 
week. 

In discussion die following points were made : 
(a) Dr. Beeching should not be left with the impression that the 

Government would accept an interim increase of 2^ per cent, to be 
followed by a further increase later in 1962. It would be important 
to know whether negotiations on a further claim might be expected 
to extend over a period of many months. 

(b) If the Governments position were set out in a letter to 
Dr. Beeching he would have no excuse for any further 
misunderstanding. On the other hand, if such a letter were passed 
on to the unions, the probability of strike action would be enhanced 
and the Government would appear to be entering into wage 
negotiations themselves. It would be preferable that Dr. Beeching 
should be seen by the Chancellor of the Exchequer and the Minister 
of Transport, who could ascertain v/hat he had said and make the 
Governments position clear to him. The situation could be 
considered further in the light of that interview. 

(c) The effect of a railway strike would be serious both for the 
financial position of the railways and for the country's industrial 
production. It was believed that the union leaders would wish to 
avoid a strike, but any sign of weakness on the Governments part 
would encourage the more extreme elements in the unions. 
Dr. Beeching's resignation would increase the risk of a strike, and 
would also increase the Governments difficulties in handling it. 

(d) Publication later in the month of the Supplementary Estimate 
required to meet the deficit of the Commission would draw public 
attention to the serious scale of the Commission^ losses and would 
help to convince public opinion of the need to limit wage increases for 
railwaymen. 

The Cabinet— 
Took note that the Chancellor of the Exchequer and the 
Minister of Transport would speak to the Chairman of the 
British Transport Commission on the lines agreed in the 
Cabinets discussion. 

5. The Cabinet had before them a note by the Chancellor of the 
Exchequer (C. (62) 20) covering a draft White Paper on incomes 
policy. 

The Chancellor of the Exchequer said that in the debate in the 
House of Commons on 29th January a statement of Government 
policy on incomes had been promised. Much of the substance of the 
draft White Paper had already been approved by the Cabinet. It was 
desirable that it should be published as soon as possible; for 
Government supporters, both in Parliament and in the country, were 
anxious to have an authoritative statement of Government policy for 
the phase following the end of the pay pause. 



In discussion it was pointed out that the proposed White Paper 
would have an important effect on those engaged in wage negotiations. 
Its impact might be the stronger if some phrases in the draft which 
appeared to strike an unduly gloomy note could be further considered 
and if more stress could be laid on the importance of securing growth 
in the economy. A rate of growth in national production even 
marginally greater than the 2\ per cent, which had been forecast 
would transform the situation; and, if public opinion could be 
convinced of the rewards to be gained from more effective work, the 
present difficulty in restraining the growth of personal incomes might 
be reduced. 

There was general agreement that, in the broad presentation of 
the Governments economic policy, it would be valuable to emphasise 
that a great deal had been achieved in the improvement of living 
standards since the end of the war and that the restraint in incomes 
which the Government felt obliged to enjoin was directed to ensuring 
that the satisfactory position which had been reached should not be 
lost. This message could best be conveyed by a sustained campaign 
of speeches in the country, for which material was already in 
preparation. The campaign might be associated with the beginning 
of the work of the National Economic Development Council, in which 
the Trades Union Congress had recently agreed to join. For the 
immediate purpose of clearing the public mind on the Governments 
policy in the period following the pay pause it would be advisable 
to issue the White Paper substantially as drafted. This would not 
preclude amendments of the text which would place greater emphasis 
on growth and the significance of expanding exports, and would avoid 
too much reference to restraint and to the interim character of the 
policy described. Various amendments for this purpose were 
suggested and approved. It was also agreed that, in the light of a 
discussion which the Chancellor of the Exchequer had held on the 
previous evening with the General Secretary of the Trades Union 
Congress, it would be expedient to delete the paragraph in the draft 
which dealt with the position of the lowest paid workers. 

The Cabinet— 
(1) Subject	 to the amendments approved in their discussion, 

authorised the Chancellor of the Exchequer to present to 
Parliament a White Paper on. incomes policy in the terms 
of the draft annexed to C. (62) 20. 

(2) Took	 note that Ministers would be provided with material 
showing the substantial success of the pay pause and 
would be invited to use in their speeches that and other 
background material which was being prepared. 

L o n d o n 6. The Home Secretary said that the one-day unofficial strike 
Transpor t f workers on the London underground railways and the suburban 0 

Token Strike services of the Southern Region of British Railways had produced 
on 29th January a serious dislocation of London traffic. The 
Ministerial Committee on Emergencies were meeting that afternoon 
to consider, in the light of that experience, what measures could be 
taken to mitigate the consequences of the further token strike which 
had been called for 5th February. One point on which he would 
welcome the views of his colleagues was whether London firms should 
be advised to arrange for some or all of their employees to stay away 
from work on that day. 

Discussion showed that it was the general view of the Cabinet 
that it would be inexpedient for the Government to advise employers 
in this sense. This might be taken as conceding a victory to the 
strikers. Most people would prefer to try to get to their place of 
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work, despite the difficulties. There was, however no reason why the 
Police should not advise people to avoid travelling into London on 
5th February unless they had necessary business there on that day. 

The Cabinet— 
Invited the Home Secretary to arrange for the Ministerial 
Committee on Emergencies to be guided, in their 
consideration of this problem, by the views expressed in the 
Cabinets discussion. 

7. The Prime Minister said that in their last discussion on 
22nd June, 1961, the Cabinet had accepted certain changes in the 
proposals for a Northern Rhodesian constitution contained in the 
White Paper of February 1961 (Cmnd. 1295). These changes had 
evoked an unexpectedly violent African reaction and widespread 
rioting. On 13th September the Government had stated that when 
violence and disorder had ceased they would be ready to consider 
reasonable representations for a modification of their proposals 
within the area where divergencies of view persisted. The Cabinet 
had now to consider in the light of developments since June and more 
particularly since the statement in September what changes if any 
should be made in the June proposals. Two broad factors must be 
borne in mind in reaching a decision; in the first place, the Federal 
Prime Minister regarded the June settlement as an agreement binding 
on the Government and he was likely to represent that any departure 
from it would be a breach of faith. Secondly, the Governments 
power to impose a decision was limited; they must rely mainly on 
persuasion. 

The original concept of the constitutional proposals was that 
there would be fifteen seats from the upper roll, fifteen seats from the 
lower roll and fifteen national seats. The upper roll and lower roll 
seats would in practice be filled by Europeans and by Africans 
respectively. Candidates for the national seats would have been 
expected to attract support from both Europeans and Africans, and it 
had been thought that this could be secured by requiring candidates 
to obtain 10 or 12 per cent, of the votes of both rolls. In June, under 
strong pressure from the Federal Prime Minister, these proposals had 
been modified in four ways. First, instead of requiring candidates 
to obtain a certain percentage of both rolls, it had been agreed that 
they should obtain a certain percentage from the electors of both 
races; this was because the upper roll contained a growing number 
of African voters. Secondly, it had been agreed that instead of a 
straight percentage qualification there should be a numerical 
alternative. Candidates would be required to obtain either 12^ per 
cent, of the racial vote or 400 votes, whichever were the less. This 
favoured the European candidates, since 400 votes represented only 
about 4 per cent, of the total African vote whereas it represented 
about \2\ per cent, of the European vote. Thirdly, a further hurdle 
had been introduced, requiring a candidate to obtain at least 20 per 
cent, of either the upper or the lower roll vote; this was designed to 
prevent the emergence of candidates who could just command 
minimal support from both races but had no appeal to the electorate 
as a whole. Fourthly, an Asian seat had been introduced which had 
the effect of removing Asian voters from the general franchise, and as 
a corollary 500 African voters had been added to the upper roll. 

The Prime Minister said that after discussion with the Ministers 
most closely concerned he wished to put forward for the Cabine t s 
consideration the following modifications of the June proposals: 

(i) While the principle of a racial vote would be maintained the 
numerical alternative would be abolished. 



(ii) The Federal Prime Minister would be offered the alternative 
of either a 4 per cent, or a 12-V per cent, racial qualifying vote. 

(iii) On the basis of a 4 per cent, vote the Asian seat would be 
retained. On the basis of a 124- per cent, vote it would be in the 
interests of the Federal Government to accept the abolition of the 
Asian seat, since with a higher qualifying vote it was unlikely that 
any African candidates would be elected and the Asian seat would 
merely result in the return of an unopposed opposition member. If 
the Asian seat disappeared it was for consideration whether it should 
be replaced by a reserved seat for a representative from Barotseland. 

The Prime Minister said that, before discussing the details of 
these modifications and the questions of procedure associated with 
them, the Cabinet would first wish to take a view on the propriety 
of departing from the agreement reached with the Federal Prime 
Minister in June. 

In discussion of this point the Cabinet took the view that, while 
any departure from the June agreement would expose them to a 
charge of bad faith, it would be inconsistent with their responsibilities 
to refrain from making such changes as seemed necessary to avoid 
further violence and bloodshed in Northern Rhodesia and to reach 
a solution which stood some chance of acceptance by both parties. 
The case would stand differently if the changes now proposed had 
involved a radical alteration in the principles on which the earlier 
proposals had been framed. But in fact the Government statement 
in September had already made it clear that the Government had 
been prepared to consider changes in the areas in which differences of 
view persisted—the racial qualification and the Asian seat—and this 
was all that was now in question. 

In discussion of the detailed constitutional changes proposed the 
following points were m a d e : 

(a) A 4 per cent, racial qualification might lead to the emergence 
of a large African majority which would be most unwelcome to the 
Federal Prime Minister. It therefore seemed more likely that he 
would choose the 124- per cent, qualifying percentage. This had the 
disadvantage of making it probable that very few of the national seats 
would be filled and would thus work against the emergence of the 
moderate African candidates whom it was in our long-term interest to 
encourage. As against this, however, the African objection to the 
June proposals had centred on the existence of the numerical 
alternative; their first requirement was for an equal percentage for 
both races and this requirement would be met. The precise level at 
which the percentage might be set was of secondary importance to 
them. 

(b) Agreement to a 124 per cent, qualifying vote necessarily 
carried with it the abolition "of" the Asian seat. It could be argued, 
however, that on presentational grounds it would be better to bring 
the Federal Prime Minister to see the advantage from his point of 
view of abolishing the Asian seat if the qualifying racial vote was set 
as high as 124- per cent, than to ask him to agree to its abolition from 
the outset. 

(c) A quick settlement of these outstanding constitutional issues 
v/as of great importance. The longer the delay, the greater the 
likelihood of further outbreaks of violence and the greater the 
difficulty, not only of keeping the situation in Northern Rhodesia 
under control, but also of holding the Federation together. 

The Commonwealth Secretary said that it was in his view 
necessary to look at constitutional development in Northern Rhodesia 
against the wider background of the future of the Federation; this 
would affect both the timing and the procedure to be adopted in 
putting these new proposals forward. He was convinced that the 
Federation could mot survive in its present form. If it were to survive 



at all the Federal Prime Minister would have to modify his present 
policies so as to secure a far greater measure of African support. 
Time was running short ; he might well be faced with the secession 
of Nyasaland in a few months ' time if matters continued in their 
present course. Against this background the acceptance of the 
changes proposed in the Northern Rhodesian constitution could be 
seen as no more than a small and necessary move in the right direction 
in the context of the radical changes which were needed to improve 
the prospects for the Federation as a whole. He intended to visit the 
Federal Prime Minister in the following week. He could present the 
new proposals for Northern Rhodesia to him in the course of his visit 
and could discuss them with him in the context of longer-term 
political developments. If the proposals for Northern Rhodesia 
were presented to him in advance of their meeting it was more likely , 
that he would insist on visiting London; this would be undesirable 
politically and would create an unfavourable atmosphere for the 
forthcoming discussions on the future of the Federation. 

In discussion of the procedure for handling the constitutional 
changes the following points were made: 

(r/) The first reaction of the Federal Prime Minister to the new 
proposals would be unfavourable; and from this point of view there 
would be advantage in delaying their presentation until the 
Commonwealth Secretary had arrived in Salisbury. As against 
this it must be recognised that the African leaders would regard 
with suspicion any proposals which appeared to have resulted 
from discussions between the Federal Prime Minister and the 
Commonwealth Secretary. 

(e) To avoid the possibility of later misunderstanding it would 
be essential to convey the Governments proposals at some stage to 
the Federal Prime Minister in writing in terms which made it clear 
that they had been put forward as a decision by the Government 
and not as a basis for negotiation. 

(/) While it would be right to present the proposals for Northern 
Rhodesia in the context of future developments in the Federation 
itself, it was important not to regard them as a final solution. If the 
Federation were to survive it could only do so on the basis of a looser 
association of States and on the emergence of a moderate African 
leadership. The proposals in their present form would do little to 
encourage this and the possibility of further developments to this end 
should be studied and discussed in due course with the Federal 
Government. 

The C a b i n e t 
(!) Agreed that the Commonwealth Secretary should convey to 

the Federal Prime Minister during the course of his visit 
to Salisbury the decision of the Government that the 
racial qualifying vote for the national seats in Northern 
Rhodesia should be set either at 4 per cent, or at 12L per 
cent. If the qualifying vote were set at 124- per cent, this 
would entail the abolition of the Asian seat. 

(2) Agreed that the Governments	 decision should be embodied 
in a memorandum which would be handed to the Federal 
Prime Minister before the Commonwealth Secretary left 
Salisbury. 

(3) Took note that .the Commonwealth Secretary would also be 
discussing with the Federal Prime Minister the future of 
the Federation itself and in particular the need for some 
radical move on his part to obtain a greater measure of 
African support. 

Cabinet Office, S.W. 1, 
1st February, 1962. 
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C.C. 11 (62) 

The Queen 1. The Cabinet invited the Prime Minister to send to Her 
Majesty The Queen a message expressing their loyalty and 
congratulations on the tenth anniversary of her accession to the 
Throne. 

Foreign 2. The Foreign Secretary said that the United States 
Affairs Ambassador in Moscow, Mr. Thompson, had now held three 
Berlin discussions with the Soviet Foreign Minister, Mr. Gromyko, in 
(Previous pursuance of his instructions to ascertain whether a basis could be 
Reference: found for negotiations on the future of West Berlin. N o progress 
C.C. (62) 5th had been made, but Mr. Gromyko had shown no signs of impatience. 
Conclusions, i t was conceivable that the Soviet Government were less anxious for a 
Minute 4)  settlement on Berlin now that they had secured more effective n e w

control over movement between the two parts of the city. But it 
might be possible to probe rather more deeply into their attitude if 
the British Ambassador in Moscow were now to hold some separate 
discussions with Mr. Gromyko. Within the limits of the agreed 
instructions to Mr. Thompson he should be able to ascertain whether 
Mr. Gromyko was prepared to enter into detailed discussion on such 
points as the status of Western t roops in West Berlin and the basis 
of future dealings with the Government of East Germany. The 
Foreign Secretary said that he was taking steps to ascertain whether 
the United States Government would favour such an approach. 

The Cabinet— 
(1) Took note of this statement by the Foreign Secretary. 

Leipzig The Foreign Secretary said that it had been proposed in the 
Fair, 1962 Nor th Atlantic Council that members of the Alliance should 

discourage their nationals from supporting the Leipzig Fair, which 
was exploited for propaganda purposes by the East German 
Government. He had been considering with the President of the 
Board of Trade whether any further action should be taken to 
discourage British firms from supporting this Fair. 

In discussion it was suggested that West German firms would not 
miss this opportunity of expanding their business with East Germany 
and that, short of an effective boycott by all members of the Nor th 
Atlantic Alliance, it seemed unreasonable that we should take further 
action which would penalise our export prospects. There was general 
agreement that, while we should conform to any resolution adopted 
by the Nor th Atlantic Council, we should not take any separate 
initiative to discourage British ifirms from attendance at this Fair. 
Any public statement on behalf of the United Kingdom Government 
should follow the announcement of an agreement on this question 
in the Nor th Atlantic Council, and should merely draw the attention 
of British firms to that agreement. 

The C a b i n e t 
(2) Invited the Foreign Secretary and the President of the Board 

of Trade to deal with the problem of British representation 
at the Leipzig Fair in the light of the views expressed in 
the Cabinefs discussion. 
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3. The Colonial Secretary said that he would be expected to 
make an early statement in Parliament on his recent visit to the West 
Indies. His primary object had been to discuss with the leaders of 
the Governments in the Eastern Caribbean the situation arising from 
Jamaica's desire to leave the West Indies Federation. The main 
elements in the situation were that the Government had accepted the 
decision of Jamaica to withdraw from the Federat ion; that Trinidad 
and Tobago had decided not to participate in any federation of the 
Eastern Caribbean; and that the Ministers in the Leeward and 
Windward Islands, while advocating a new federation between their 
territories, were agreed that the present Federation should be 
dissolved. He proposed to inform Parliament that in these 
circumstances the Government had decided, with regret, that they 
had no alternative but to arrange for the Federation to be dissolved; 
that legislation for this purpose would shortly be introduced and that 
the Bill would provide for an interim organisation to be set up under 
a commissioner appointed by the Government to administer the 
common services for the time being until more permanent 
arrangements could be worked out in consultation with the local 
Governments It would be premature to describe the suggested 
federation of Barbados and the Leeward and Windward Islands as 
more than a promising development, and he would emphasise the 
need for further study before any final decisions could be taken on it. 

In discussion there was general agreement in the Cabinet that 
the dissolution of the West Indies Federation could not be prevented. 
It was noted that officials of the Treasury and the Colonial Office were 
examining the economic problems involved in future constitutional 
developments. 

The Cabinet— 
Authorised the Colonial Secretary to make an early 
statement in Parliament, on the lines which he had indicated, 
on future constitutional developments in the West Indies. 

 4. The Cabinet had before them a memorandum by the Minister 
 of State for Colonial Affairs (C. (62) 17) on whaling in South Georgia. 

j i Secretary said that two companies, one Scottish T h g C o ! o n  a  

and the other Norwegian, were now operating whaling stations from 
South Georgia. The Scottish company had been losing money 
steadily and now had an opportunity to dispose of its interests to a 
Japanese company. If this company acquired the Scottish station, it 
would probably acquire the Norwegian station also in course of time. 
The population of South Georgia would then be mainly Japanese. 
This might be awkward for our administration of the island; but he 
could see no valid reason for refusing to allow the Scottish company 
to sell. 

In discussion the following points were made : 
(a) If this deal went through, the Scottish company would 

probably discontinue its whaling operations altogether in the next few 
years. Whale oil was not important to our economy. The four 
hundred Shetlanders now employed in this industry would be able to 
find other employment as seamen. 

(b) If the Government sought to obstruct the sale, they would be 
pressed to subsidise these whaling operations. 

(c) It was thought unlikely that objection would be raised by the 
Australian and New Zealand Governments. They should, however, 
be given an opportunity for comment. A change of ownership of the 
whaling stations in South Georgia might increase our difficulties in 
maintaining our claims to sovereignty in the Antarctic. 



(d) The Japanese company should not be given any assurance 
that there would be no change in the duty on whale oil, which had 
been adjusted to favour a British whaling industry. 

The Cabinet— 
(1) Invited	 the Commonwealth Secretary to arrange for the 

Governments of Australia and New Zealand to be given 
an opportunity for comment on the proposed sale of this 
whaling station in South Georgia to a Japanese company. 

(2) Subject	 to Conclusion (1), agreed that no objection should 
be raised to the sale of this whaling station to a Japanese 
company. 

Germany 5. The Cabinet had before them a memorandum by the 
Deconcentration Foreign Secretary (C. (62) 19) on the present state of the plan for 
ofKrupp's de-concentrating Krupp's industrial interests in West Germany. 

The Foreign Secretary said that the problem now centred on the 
Rheinhausen Company, an integrated coal and steel enterprise whose 
present value would be well over £100 million. The Federal 
Government would not be willing, even if they were able, to introduce 
legislation to enforce the sale of this company by nationalisation or 
by other means. There seemed no prospect of a sale on any voluntary 
basis. It therefore seemed that the United Kingdom Government 
had now no alternative but to join with the United States and French 
Governments in relieving the Federal German Government of any 
further obligation to carry through the deconcentration plan which 
had been agreed as part of the Bonn Settlement Convention. The 
timing of any announcement to this effect would need consideration; 
it might have an important bearing on negotiations for our entry into 
the Common Market. 

In discussion the following points were made : 
(a) The logical time to announce the abandonment of this plan 

would be after a decision had been taken on United Kingdom 
membership of the European Coal and Steel Community. Krupp's 
coal and steel interests were under the general control of the 
Community and it could be argued that, once the United Kingdom 
had become a member of the Community, our interests would be 
better served by leaving Herr Krupp in control of the Rheinhausen 
Company than by putting him in a position to invest more than 
£100 million in other enterprises over which we should be unable to 
exercise any control. 

(b) If it became known that the Government were considering 
relieving the Federal Government of this obligation, this would have 
embarrassing political consequences and might also be held to be in 
some way connected with the current negotiations with the Federal 
Government on support costs and arms purchases. There was in fact 
no reason for the Government to take the initiative in this: the mixed 
committee of independent experts which had been set up to consider 
the matter would almost certainly recommend a further extension of 
the time limit until 31st January, 1963, in default of any decision by 
the French, United States and United Kingdom Governments to 
abandon the deconcentration plan. 



The Cabinet— 
(i) Agreed that no action should be taken which might have the 

effect of accelerating a decision to abandon the Krupp 
deconcentration plan or of requiring the Government to 
declare their present attitude towards this. 

(2) Invited the	 Foreign Secretary to review the position in the 
light of any further moves by the French and United 
States Governments and in any case before 31st January, 
1963. 

6. The Cabinet had before them a memorandum by the Chief 
Secretary, Treasury (C. (62) 21) on short-term economies in the cost 
of agricultural support and the Annual Farm Price Review. 

The Chief Secretary, Treasury, said that, in accordance with 
earlier decisions of the Cabinet, officials had examined the possibility 
of securing further economies in the cost of agricultural support in the 
short term. It would be inexpedient at this stage to make the major 
change in policy which would be involved by applying the principle 
of " standard quantities ", which would limit the quantity of produce 
on which guaranteed prices were paid for certain commodities for 
which no such limits were at present fixed. It would, however, be 
practicable to abolish the general Exchequer subsidy on milk. This 
subsidy arose because the standard quantity on which the price of 
milk was guaranteed exceeded by some 100 million gallons the total 
amount of liquid consumption (including a margin to cater for 
drought conditions), of which the cost was recovered from consumers. 
The Exchequer bore the loss on this difference of 100 million gallons 
which had been sold for manufacturing. Officials had recommended 
that if the subsidy were to be removed this should be done by raising 
the price of liquid milk to consumers by \d. a pint for four months 
in the year above what it would otherwise have been. The Farm 
Price Review Committee had considered this recommendation and 
had agreed that, whether it could be accepted or not, consultations 
with the National Farmers ' Unions should be opened on the basis 
that there must this year be a minimum determination which would 
enable the value of the guarantees to farmers to be reduced by about 
£14i million. 

It seemed on the whole desirable that the Government should in 
this year's Review take back an increase of 0 - 8d. per gallon on milk, 
which had been given in the previous year on the understanding that 
the unions would propose an alternative (which they had not in fact 
been able to devise) to the present support arrangements. The benefit 
of this change, however (amounting to about £6 i million) would 
accrue to the consumer rather than the Exchequer, and the advantage 
to the Exchequer from a minimum determination would in 
consequence be limited to £8 million. He therefore proposed that in 
addition to taking back the 0-8d. per gallon increase, £8 million 
should be saved for the Exchequer by adopting the recommendation 
of officials that the general milk subsidy should be abolished. Taken 
together with the £8 million saving on commodities other than milk, 
this would give a total saving to the Exchequer of £16 million. 

The Minister of Agriculture said that a decision on these lines 
could be criticised as unfair to consumers. It would require the 
consumer of liquid milk to meet, not only the cost of the milk 
consumed directly plus the cost of the margin for drought conditions, 
but also the loss on the 100 million gallons which were used for 
manufacturing purposes. The change would be represented as 
involving a tax on milk of %d. a pint for four months. 



Discussion showed that it was the general view of the Cabinet 
that, despite the difficulty to which the Minister of Agriculture had 
referred, it would be desirable to secure the full range of savings which 
had been proposed. It would be recognised that consumers of liquid 
milk were also consumers of milk products. Moreover, in view of 
the special difficulties which had been experienced over agricultural 
support prices in the past year, the Government would be considered 
justified in making every possible saving. This would hold even if, 
as in the present case, it could be said that withdrawal of the general 
milk subsidy might encourage farmers to produce more beef, which 
would further depress meat prices and increase the cost of support. 

The Cabinet— 
(1) Agreed that in the forthcoming Annual F a r m	 Price Review 

the Government should aim at withholding the 0-8d. per 
gallon increase agreed in the previous review and securing 
£8 million savings on commodities other than milk. 

(2) Agreed in	 principle that the general Exchequer subsidy on 
milk should be abolished. 

Cabinet Office, S.W.1, 
6th February, 1962. 
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1. The Colonial Secretary said that the current Conference on 
the Jamaican Constitution had made good progress. The only major 
question now outstanding was the date by which the island should 
become independent. The representatives of both the Jamaican 
political parties were prepared to accept 6th August, 1962, as the 
date for independence. He sought authority to accept this date on 
behalf of the United Kingdom Government. 

The Colonial Secretary said that an independent Jamaica was 
likely to remain within the Commonwealth and to retain a 
monarchical form of constitution. 

The Cabinet— 
Agreed that the Conference on the Jamaican Constitution 
should be concluded on the basis that the island would 
attain independence on 6th August, 1962. 

2. The Prime Minister said that the French Government had 
not been willing to join in the new initiative which the Governments 
of the United Kingdom and the United States had decided to take in 
the hope of expediting progress towards an effective international 
agreement on disarmament. An Anglo-American approach was 
therefore being made to the Soviet Government, and a joint 
announcement would be issued that day, in London and in 
Washington. This would also cover the possibility that Christmas 
Island might be used for a further series of nuclear tests. The terms 
of the joint announcement would be incorporated in a full statement 
which he would make in the House of Commons that afternoon. 

The Cabinet were informed that this statement might provoke an 
Opposition demand for an immediate debate. They agreed that, if 
this were conceded by the Speaker, the Government spokesmen in 
the debate should be the Minister of Defence and the Prime Minister. 

The Cabinet— 


Took note of this statement by the Prime Minister. 


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

4. The Chancellor of the Exchequer said that the Chairman of 
the British Transport Commission had at his last meeting with the 
railwaymen's unions raised his offer of a wage increase from 2\ to 
3 per cent, with effect from the beginning of April. He had, however, 
made it clear that neither the Commission nor the Government could 
be regarded as committed to a further increase later in the year. The 
unions had now asked for an interview with the Prime Minister. 

Discussion showed that there was general support in the Cabinet 
for the view that representatives of the unions should be seen by the 
Prime Minister. There would be no question of increasing the offer 
made by the Chairman of the Commission. Before the meeting took 
place the Prime Minister would consider with the Ministers directly 
concerned what line he should take. Points of particular importance 
would be the possibility of arbitration and the prospect of re-opening 



negotiations later in the year. It would be important that the 
Governments position should be stated clearly in an agreed statement 
issued to the Press at the end of the meeting. If the meeting were held 
on 14th February, the Cabinet would have an opportunity to consider 
the matter further at their meeting on 13th February. 

The Cabinet— 

Took note that the Prime Minister would discuss with the 
Chancellor of the Exchequer, the Minister of Transport and 
the Minister of Labour the terms of a statement of the 
Governments position for his use at his forthcoming 
meeting with representatives of the railwaymen's trade 
unions. 

5. The Cabinet had before them a memorandum by the 
Colonial Secretary (C. (62) 22) on constitutional development in 
Kenya. 

The Colonial Secretary said that the Kenya Constitutional 
Conference would open in London on 14th February. Its object was 
to settle a Constitution for Kenya during the period of internal self
government. In the light of precedents in other territories it would 
be generally assumed that the transition to full independence would 
take place about a year or 18 months after the attainment of self
government. Refusal to accept an early date for independence 
would probably lead to further outbreaks of violence, which would 
further reduce confidence in the country's future and intensify its 
economic problems. On the other hand, the early grant of 
independence might leave Kenya with an unstable and inefficient 
government, which would be equally disastrous to the economic 
prospects of the country. The first task was, however, to seek 
agreement on a Constitution with strong safeguards for African 
minorities and for the European settlers. It would then be a matter 
for judgment how far such a Constitution was likely in the event to be 
overthrown by unconstitutional means. Much would depend on the 
encouragement of moderate African opinion. The Colonial 
Secretary said that he intended to do all he could to isolate the 
extremists in the Kenya African National Union and to persuade its 
more moderate members to make common cause with the Kenya 
African Democratic Union. 

The Chief Secretary, Treasury, outlined the financial prospects 
of Kenya. On the best assumptions Kenya would need economic aid 
at the rate of about £30 million a year for many years ahead. Unless 
some confidence in the country's stability could be restored, it would 
decline into complete bankruptcy. The cost of compensating 
European settlers for their land alone would amount to about 
£140 million. It was therefore important that the gravity of the 
situation and the need to restore confidence should be impressed from 
the outset on those attending the Constitutional Conference and that 
no promise should be given or implied that the United Kingdom 
Government would compensate displaced European settlers or 
increase the level of economic aid. We would continue to accept the 
obligations which flowed from our responsibility as a Colonial power; 
but we could not accept responsibility for additional aid which might 
be called for as the result of mismanagement by an independent 
state. 

In discussion the following points were made : 
(a) The question of safeguards was vital in the framing of a 

Constitution for self-government. So far as possible such safeguards 
should be independent of the legislature, particularly where the rights 
of African minorities were concerned. It would be difficult to devise 
stronger safeguards for the European settlers than a Bill of Rights 



and an independent judiciary, but the possibility might be considered 
of conferring on the European members of the legislature some right 
of veto on measures affecting the vital interests of the European 
settlers. It must, however, be recognised that any Constitution now 
devised might break down during the period of self-government, thus 
requiring us to resort to direct rule. Even if it survived into the period 
of independence, it might be overthrown by revolution. It should be 
remembered, however, that predictions of political breakdown 
following the grant of independence to other territories—most 
recently, for example, the Cameroons—had not been borne out by 
the event; and in terms of administration, of public services, and of 
training Africans for the duties of government we had laid in Kenya 
a stronger foundation than in African territories administered by
other Powers. Kenya was, for this reason less likely to relapse into the 
kind of chaos which had followed the grant of independence to the 
Congo. It would not be possible to form a proper view of the 
prospects until the Conference had started and had made some 
progress; much would depend on the emergence of a moderate 
African leadership. 

(b) The grant of early independence to Kenya would be 
dangerous in the extreme. Responsible local opinion was unanimous 
that the advance of independence was too fast but there was almost 
equal agreement on the dangers of trying to slow it down. From 
every point of view it would be preferable to lengthen the period of 
self-government to something of the order of five years if means could 
be found of doing this without provoking a violent African reaction 
which would have the effect of further weakening confidence in Kenya 
and accelerating its economic collapse. It might be possible to devise 
some form of trusteeship under international, Commonwealth or 
United Nations auspices which would be acceptable to African 
opinion. Short of this, it might be possible to associate some other 
countries, in an advisory capacity, with our continuing administration 
of Kenya. These possibilities should be examined. 

(c) The threat to Kenya's economic stability was of paramount 
importance. It put Kenya into a different category from other 
territories whose independence had already been granted or promised. 
The Government would be justified in withholding independence 
from territories which were not economically viable and had no 
reasonable prospect of becoming so. It was for consideration whether 
a frank explanation of Kenya's economic difficulties would not be 
accepted by world opinion and even by the Afro-Asian group in the 
United Nations as justifying delay. There was, however, a real 
danger that this might cause the Soviet Government or the Chinese 
Government, which was known to be taking an increasing interest in 
African affairs, to offer such economic aid as was needed to support 
the economy of an independent Kenya. We might then find ourselves 
obliged to grant early independence to Kenya in circumstances which 
would draw the country into the Communist camp. Even so, there 
would be advantage in obtaining a more general recognition of the 
economic difficulties facing Kenya and to this end it might be helpful 
if some independent authority, possibly the World Bank, could be 
invited to make an objective survey of Kenya's economy and 
prospects. 

(d) During the period of self-government it would be possible 
to use British troops to maintain law and order. It would be more 
difficult to arrange for a British military presence after independence. 
But, if we made it plain that we were not proposing to retain a military 
base in Kenya after independence, it might be possible to arrange for 
a number of British troops to be stationed in the area, particularly 
for training puposes. Even so, the main burden of maintaining law 
and order in an independent Kenya would fall on the King's African 
Rifles. By the middle of 1963 only half the officers of this force 
would be African and it might be necessary for the Government to 



second British officers at United Kingdom expense to maintain its 
efficiency. Tt would be in our interest to do this: the consequences of 
failing to maintain organised forces at the disposal of government 
had been shown only too clearly in the Congo. 

The Cabinet— 
(1) Took	 note that the Colonial Secretary, at the outset of the 

Kenya Constitutional Conference, would emphasise the 
economic difficulties facing Kenya and would seek to 
concentrate discussion on the problem of a Constitution 
for the period of internal self-government. 

(2) Invited	 the Colonial Secretary to consider whether some form 
of trusteeship for Kenya during the period of self
government could be devised and whether it would be to 
our advantage to invite some international authority to 
review Kenya's economy and prospects. 

(3) Agreed	 to resume their discussion at a later meeting in the 
light of developments at the Conference. 

Cabinet Office, S.W.J. 
8th February, 1962. 
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i . The Foreign Secretary said that Mr. Khrushchev had sent 
a prompt reply to the messages which the Prime Minister and the 
President of the United States had addressed to him suggesting a 
new initiative towards an effective international agreement on 
disarmament. In this he made the counter proposal that Heads of 
Governments should themselves attend the opening stages of the 
18-Power conference on disarmament. It was evident that he had 
been planning to make this proposal before the Anglo-American 
approach was made. After consultation with the United States 
Government it was proposed to take the line, in reply, that the 
Anglo-American proposal for a preliminary meeting of Foreign 
Ministers would be a more practical approach, though the possibility 
of a meeting at a higher level could be considered later if it became 
clear that there were good prospects of progress towards an 
agreement. 

The Prime Minister said that, while he agreed that little practical 
progress was likely to be made by a meeting of 18 Heads of 
Governments, the Governments of the United Kingdom and the 
United States should not allow themselves to be robbed of the 
initiative which they had taken. This might happen if a number of 
the other Governments were to support the course suggested by 
Mr. Khrushchev. 

The Cabinet— 
Took note of these statements by the Prime Minister and 
the Foreign Secretary. 

2. The Foreign Secretary said that the United Nations 
authorities wished to put troops into Jadotville and Kolwezi, two 
towns in Katanga containing important installations of the Union 
Miniere. Their professed purpose was to round up mercenaries 
believed to be operating in this area. There was however reason to 
believe that they were also concerned to bring pressure on the Union 
Miniere to pay a larger share of their profits to the central Congo 
Government. This operation could therefore be represented as an 
attempt to use military force for political ends. It was therefore 
important that it should not be undertaken without the agreement 
of Mr. Tshombe, the Prime Minister of Katanga. It was possible 
that the Prime Minister of the Federation of Rhodesia and 
Nyasaland might be willing to advise Mr. Tshombe to reach an 
agreement with the United Nations authorities regarding the 
deployment of these troops. 

The Cabinet— 
Took note of this statement by the Foreign Secretary; and 
agreed that no objection need be raised to this proposed 
deployment of United Nations forces in Jadotville and 
Kolwezi if it were carried out in agreement with the Prime 
Minister of Katanga. 

3. The Cabinet were informed that the outstanding claim for 
wage increases in the gas industry might have a bearing on any 
settlement now proposed for railwaymen. The workers in the gas 
industry were claiming 4 per cent., in the light of the recent award 
of a 6 per cent, increase to workers in electricity undertakings; but 
an award of more than 2\ per cent, to 3 per cent, would prejudice a 
railway settlement and would be contrary to the Governments 
current policy. As regards the railwaymen there seemed to be two 
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alternatives: to concede now or in a few weeks' time some marginal 
increase above 3 per cent.—say, 34- per cent.—and reach in this way 
a settlement which would be binding until some time in 1963; or to 
stand firm on 3 per cent, for the time being but to make it ciear that 
if the unions submitted a further claim in the autumn it would be 
examined in the light of developments in the national economy and 
of any benefits which might by then have begun to flow from the 
re-organisation of the railway system. 

In discussion the following points were made : 
(a) The Prime Ministers objective, at his meeting with 

representatives of the railwaymen's unions, would be to avert a 
strike without making concessions which might undermine the 
Government's wages policy. It would be particularly important to 
avoid any statement which could be interpreted as a commitment 
to allow further increases later in the year. It was also important 
that no indication should be given that the Government were 
prepared to consider any advance beyond the offer of a 3 per cent, 
increase in wages which had been made to the unions by the 
Chairman of the British Transport Commission. 

(b) If the railwaymen's unions accepted a 3 per cent, increase in 
wages now on the understanding that they would be free to re-open 
negotiations in the autumn, it was not to be expected that they 
would then be content with less than a supplementary award of 
2 per cent. If this were conceded in the autumn they would have 
received a total of 5 per cent, in the year, which would seriously 
undermine the Governments wages policy. 

(c) On the other hand 3 per cent, already represented some 
concession to the railwaymen since it was higher than the figure of 
24- per cent, on which the Governments present policy was based. 
It was impossible to predict the course of events if the unions 
re-opened negotiations in the au tumn; much might have happened 
in the interval both to the state of the national economy generally 
and to the level of wages. 

The Cabinet— 
Took note that the Prime Minister would, in the light of 
their discussion, consider with the Ministers concerned the 
terms of the statement which he should make to 
representatives of the railwaymen's unions at his meeting 
with them on 14th February. 

4. The Cabinet had before them a telegram from the 
Commonwealth Secretary (Soscro No. 6 from Zomba) reporting the 
upshot of a talk which he had had in Zomba with Dr. Banda, the 
African leader in Nyasaland. In the course of this talk he had asked 
Dr . Banda whether, if Nyasaland were given an unconditional right 
to secede from the Federation, he would be willing to negotiate 
some looser form of association with the Rhodesias. To this 
Dr. Banda had replied that he would not negotiate at all until 
Nyasaland was outside the Federation; that after secession 
Nyasaland should stand alone for a period before entering into 
any new association; and that after such a period Nyasaland might 
go into an East African federation, with which Northern Rhodesia 
might also be associated in due course. He was determined that 
Nyasaland should not be associated with any central African 
federation, or with Southern Rhodesia, so long as either was 
dominated by Europeans. The Commonwealth Secretary proposed 
that on his return to Salisbury he should report this conversation to 
the Prime Minister of the Federation, Sir Roy Welensky, and advise 



him that he had no prospect of retaining Nyasaland in the Federation 
except by force. He also sought the Cabinefs authority to advise 
Sir Roy Welensky to take the initiative himself, in anticipation of 
any public statement by Dr. Banda formally demanding secession, 
by making a public declaration that he would not desire to retain 
an unwilling partner in the Federation and was therefore asking 
the United Kingdom Government to arrange for Nyasaland to 
secede from it in accordance with the wishes of its people. 

Discussion showed that it was the general view of the Cabinet 
that it would be premature to advise Sir Roy Welensky to make a 
public declaration on the lines suggested in paragraph 10 of the 
Commonwealth Secretary's telegram. While doubts had been 
growing about the possibility of preserving the Federation in its 
present form, it had been hoped hitherto that it might be replaced 
by some form of looser association between the three constituent 
territories. T.t need not yet be assumed that this would be wholly 
impracticable. In any event the Cabinet should have further time 
to weigh the alternatives, and to consider the practical and financial 
implications of dismantling the Federation, before any public 
declaration was made which would imply that its dissolution was 
inevitable. 

In further discussion the following points were made : 
(a) The Commonwealth Secretary had said, in paragraph 5 of 

his telegram, that Dr. Banda might modify some of the views which 
he had expressed in this discussion. Past experience had shown that 
he was amenable to influence, and he might still be brought to accept 
some different form of association between Nyasaland and the 
Rhodesias. His attitude in this recent talk might have been affected 
by the fact that it took place in an interval between the 
Commonwealth Secretary's consultations with Sir Roy Welensky, 
to whom he was bitterly hostile. 

(b) Sir Roy Welensky had on the previous day assured the 
Federal Parliament in Salisbury that he would not allow the 
Federation to be dissolved while he was Prime Minister. In view of 
the terms of that speech (of which the Commonwealth Secretary 
would not have been aware when his telegram was sent) he could 
hardly be expected to make a public declaration on the lines 
contemplated in paragraph 9 of the Commonwealth Secretary's 
telegram. 

(c) There was force in the suggestion that, if the secession of 
Nyasaland was inevitable, we should concede it before it was forced 
from us by Dr. Banda. We ought first however to weigh the 
consequences; and there was time to do this before Dr. Banda 
came to London in April. During this interval further detailed 
thought should be given to the administrative and financial 
implications of a break-up of the Federation. 

(d) Sir Roy Welensky now seemed to be more ready to make 
concessions to the two northern territories. In return for the 
independence of the Federation he now seemed ready to contemplate 
that these territories should have a right to secede after five years. 
A plan for development along those lines had been worked out by 
the Monckton Commission. Even now it might not be too late to 
secure agreement on some such basis as this. 

(e) In his recent speech in the Federal Parliament, Sir Roy 
Welensky had claimed that the United Kingdom Government could 
not dissolve the Federation without the consent of the Federal 
Parliament. The Lord Chancellor said that he was doubtful whether 
this view was soundly based in law. The Law Officers might be 
asked for their opinion. 
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The Cabinet— 
(1) Invited	 the Prime Minister to send an immediate reply to 

the Commonwealth Secretary^ telegram Soscro No . 6, 
asking him to refrain from putting to Sir Roy V/elensky 
the specific proposals outlined in paragraphs 9 and 10 of 
that telegram and suggesting that in his further discussions 
in Salisbury he should confine himself to exploring the 
situation generally and without commitment, so that the 
Cabinet might be able to discuss the whole position on his 
return. 

(2) Invited	 the Lord Chancellor to obtain from the Law 
Officers an opinion on the question whether the United 
Kingdom Government had power to dissolve the 
Federation of Rhodesia and Nyasaland without the 
consent of the Federal Parliament. 

5. The Cabinet had before them a memorandum by the 
Minister of Defence and the Minister of Aviation (C. (62) 25) about 
the choice of a light cargo aircraft to meet military requirements. 

The Minister of Defence said that from a military point of view 
the Handley Page Herald was marginally better than Hawker 
Sidde!ey's Avro 748. The Caribou, manufactured in Canada by a 
subsidiary of Hawker Siddeley would not meet the military 
requirements. He agreed with the Minister of Aviation that the 
arguments for placing the order with a firm which had supported 
the Government^ policy for concentrating the aircraft industry were 
strong enough to make it right to choose the Avro 748 in preference 
to the Herald: the military advantages of the latter aircraft were 
not decisive. 

In discussion the following points were made : 
(a) An order for the Caribou would have been helpful to 

Anglo-Canadian relations. But the technical reasons for not placing 
such an order had been fully explained to the Canadian Minister of 
Defence Production; and it was to be hoped that, in spite of a 
decision not to order the Caribou, the Canadian maintenance 
contract with Scottish Aviation would be continued for as long as 
possible. 

ib) The present estimates of cost suggested that the Herald 
would be cheaper than the Avro 748, but experience suggested that 
when detailed specifications were put to the firms the cost of the 
Herald would increase. Nevertheless, it would be difficult to accept 
the additional cost of the Avro 748 unless the compensating economy 
of cancelling the military order for the Rotodyne had been secured. 

(c) The principal reason for preferring the Avro 748 to the 
Herald was to be found in the assurances publicly given at the time 
of the re-organisation of the aircraft industry that future Government 
orders would be concentrated upon the main groups (with exceptions 
which did not apply in the present case). The Secretary of Stale 
for Air said that particular care should be taken, in any public 
presentation of the decision, to avoid confirming suspicions that the 
Royal Air Force had been forced for political reasons to accept an 
inferior aircraft. After careful evaluation it seemed clear that of 
the two aircraft the Herald was the more likely to meet the 
requirements of the Royal Air Force. Other Ministers suggested 
that the comparative merits of the two aircraft were at least open 
to argument and could fairly be represented as evenly balanced; and 
against such a background the decision to choose the product of one 
of the major manufacturing groups could be justified on grounds of 
Government policy. 
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(d) There would be advantage in delaying for some days any 
public announcement of the decision to order the Avro 748 in order 
to give time for private discussion with the firms concerned. 

The Prime Minister said that notwithstanding the arguments in 
favour of placing the order in Canada, it would not be right to choose 
a piston-engined machine such as the Caribou to be the future light 
cargo aircraft of the British forces. As between the Herald and the 
Avro 748 there did not appear to be enough difference in performance 
to justify a decision contrary to the weight of the industrial 
arguments. 

The Cabinet— 
(!) Agreed that no order should be placed for the Caribou. 
(2) Agreed	 that the Avro 748 should be ordered rather than 

the Herald, in accordance with the declared policy of 
the Government to support the main groups in the 
aircraft industry. 

(3) Authorised	 the Minister of Defence to announce their 
decision in the Statement on Defence. 1962. 

 The Cabinet had before them a memorandum by the Minister 
 of Aviation (C. (62) 30) recommending cancellation of the Rotodyne 

project. 
The Minister of Aviation said that the Chiefs of Staff had 

accepted that the purchase of the Rotodyne could not now be 
reconciled with the need for economy in the defence budget 
Neither British European Airways nor the independent airlines were 
interested in the Rotodyne, because of its high cost and because 
traffic requirements would not enable its qualities to be fully 
exploited. Further progress with the Rotodyne would not be 
possible unless there were a demand at home, both civil and military, 
from which the possibility of sales abroad might be developed. 

In discussion the point was made that cancellation of the 
Rotodyne would mean that the Army would be deprived for many
years of any heavy lift aircraft with a range of 200 miles which was 
independent of forward airfields. On the other hand, the Avro 748 
could be operated from short and relatively simple airstrips; while 
the Belvedere had a heavy-lift capacity as well as vertical take-off 
and landing. It would in any case be unrealistic to continue the 
project for the sake of an order of 12 aircraft for military purposes. 

The Cabinet— 
(4) A.greed that the Rotodyne project should be cancelled. 

6. The Cabinet had before them a memorandum by the Home 
Secretary, the Secretary of State for Scotland and the Minister of 
Housing (C. (62) 26) recommending an announcement by the 
Government that they had accepted the need to have available a 
scheme for the dispersal in emergency of mothers and children and 
people in priority classes from major centres of population and that 
the details of the scheme would be worked out with local authorities. 

The Home Secretary said that he and his colleagues had reached 
the conclusion that it would not be possible for the Government to 
continue to remain silent on this subject. To announce the 
abandonment of a policy of dispersal would be unacceptable to 
public and Parliamentary opinion; nor would it be right to deprive 
a future Government of the power to decide in a time of emergency 
whether or not dispersal should be carried out. The only alternative 



was to proceed with the preparation of detailed plans. This would 
involve revealing to particular local authorities whether they were 
in reception, dispersal or neutral areas, and the details of those to 
be included in the priority classes. Objections to the plan would 
undoubtedly be raised when these facts became public knowledge, 
but the objections could be dealt with by saying that the plan as 
a whole was still under examination. 

The Prime Minister said that he welcomed the abandonment of 
the term " evacuation which was misleading in the context of 
nuclear war. It was no longer true that the danger to individuals in 
the event of war would be greater in major centres of population 
than it was in rural areas; the object of dispersal was to secure better 
average chances of survival for the population as a whole by 
spreading them out more evenly through the country. 

The Cabinet— 
(1) Agreed that the Statement	 on Defence, 1962 should contain 

an announcement of the Governments dispersal policy 
in the terms proposed. 

(2) Took	 note that the Home Secretary, the Secretary of State 
for Scotland and the Minister of Housing would thereafter 
arrange for detailed discussions with local authorities. 

Statement 7. The Cabinet had before them a note by the Minister of 
on Defence (C. (62) 23) covering a revised draft of the Statement on 
Defence, Defence for 1962, and a further note by the Minister of Defence 
1 9 6 2 (C. (62) 24) outlining the strategic policy on which the statement had 

been framed. 
The Minister of Defence said that the draft of the Defence 

White Paper now before the Cabinet embodied the amendments 
which the Defence Committee had approved at their meeting on 
7th February. He had no further amendments to propose other 
than minor points of drafting with which he need not trouble the 
Cabinet. 

The Chief Secretary, Treasury, suggested an amendment to 
paragraph 15 of the draft. In its present form the paragraph might 
increase the difficulty of his negotiating position with the German 
Federal Government on support costs. 

The Minister of Aviation said that the paragraph in the statement 
dealing with research and development created certain difficulties 
from his point of view; and he would discuss a revised version with 
the Minister of Defence. 

The Cabinet— 
Subject to amendment on the points noted in discussion, 
authorised the Minister of Defence to present to Parliament 
the Statement on Defence, 1962 in the form annexed to 
C. (62) 23. 

Cabinet Office, S.W.1, 

13th February, 1962. 




THIS D O C U M E N T IS T H E PROPERTY O F H E R BRITANNIC MAJESTY'S G O V E R N M E N T 

Printed for the Cabinet. February 1962 

C.C. (62) Copy No. 41 
14th Conclusions 

CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at Admiralty House, S.W.1, 
on Thursday, 15th February, 1962, at 10.30 a.m. 

Present : 
The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister 

The Right Hon. R. A. BUTLER, M.P., The Right Hon. VISCOUNT KILMUIR, 
Secretary of State for the Home Lord Chancellor 
Department 

The Right Hon. SELWYN LLOYD, Q.C., The Right Hon . T H E EARL OF H O M E , 
M.P., Chancellor of the Exchequer Secretary of State for Foreign Affairs 

The Right Hon. VISCOUNT HAILSHAM, The Right Hon . HENRY BROOKE, M.P., 
Q.C., Lord President of the Council Chief Secretary to the Treasury and 
and Minister for Science Paymaster General 

The Right Hon. JOHN MACLAY, M.P., The Right Hon. IAIN MACLEOD, M.P., 
Secretary of State for Scotland Chancellor of the Duchy of Lancaster 

The Right Hon. HAROLD WATKINSON, The Right Hon. Sir D A V I D ECCLES, 
M.P., Minister of Defence M.P., Minister of Education 

The Right Hon. PETER THORNEYCROFT, The Right Hon . L O R D M I L L S , Minister 
M.P., Minister of Aviation without Portfolio 

The Right Hon. REGINALD MAUDLING, The Right Hon. JOHN H A R E , M.P., 
M.P., Secretary of State for the Minister of Labour 
Colonies 

The Right Hon. EDWARD HEATH, M.P., 	 Dr. The Right Hon. CHARLES H I L L , 
Lord Privy Seal 	 M.P., Minister of Housing and Local 

Government and Minister for Welsh 
Affairs 

The Right Hon. CHRISTOPHER SOAMES, The Right Hon. FREDERICK ERROLL, 
M.P., Minister of Agriculture, M.P., President of the Board of Trade 
Fisheries and Food 

The following were also present : 
The Right Hon. L O R D CARRINGTON, The Right Hon . J O H N PROFUMO, M.P., 

First Lord of the Admiralty (Item 4) Secretary of State for War (Item 4) 
The Right Hon. JULIAN AMERY, M.P., The Right Hon . JOHN BOYD-CARPENTER, 

Secretary of State for A i r (Item 4) M.P., Minister of Pensions and 
National Insurance (Item 3) 

The Right Hon. J . E N O C H POWELL, The Right Hon . RICHARD W O O D , M.P., 
M.P., Minister of Health (Item 3) Minister of Power (Item 4) 

The Right Hon. REGINALD BEVINS, The Right Hon. MARTIN REDMAYNE, 
'M.P., Postmaster-General (Item 3) M.P., Parliamentary Secretary, 

Treasury 

Secretariat: 
The Right Hon. Sir NORMAN BROOK 
Mr. A . L. M. CARY 
Mr. J . H. WADDELL 



CONTENTS 

Minute 
No. Subject Page 

1 Germany ... ... ... ... ... ... ... 3 
Berlin 

2 Parliament 3 
3 Public Expenditure ... 3 
4 Incomes Policy 5 

Services Pay 



Germany 
Berlin 
(Previous 
Reference : 
C.C. (62) 11th 
Conclusions, 
Minute 2) 

Parliament

Public 
Expenditure 
(Previous 
References : 
C.C. (62) 8th 
Conclusions, 
Minutes 3 and 
4 and 
C.C. (62) 11th 
Conclusions, 
Minute 6) 

60620-5

1. The Cabinet were informed that in the last few days the 
Soviet representative at the Berlin Air Safety Centre had attempted 
to reserve parts of the air corridors into West Berlin for exclusive 
Soviet use. These requests had been rejected, and Western aircraft 
had continued to make their normal use of the air corridors. In 
order to demonstrate Western intentions a limited number of extra 
flights had taken place. In the last two days, however, some of our 
aircraft had been intercepted by Soviet fighter aircraft, which were 
operating in the air corridors in unusually large numbers. This had 
heightened tension on both sides, and there was a risk of an incident 
which might have serious consequences. 

The Foreign Secretary said that he had pointed out to the Soviet 
Government the risks involved in this apparent challenge to Western 
rights of access to Berlin. It was not easy to reconcile this 
development with the response which the Soviet Government had 
made to the recent Anglo-American initiative on disarmament. 

The Prime Minister said that he was concerned at these 
indications that the Soviet Government might be intending to 
increase their pressure on the Western position in Berlin. 

The Cabinet took note of these statements. 

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

3. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (62) 27) setting out the economic 
arguments for a reduced rate of growth in public investment, and 
a memorandum by the Chief Secretary, Treasury (C. (62) 28), 
summarising the points requiring decision on the Estimates for 
1962-63 and on public service investment for 1963-64. 

The Chancellor of the Exchequer said that the level of public 
investment expenditure in 1958-59 had been about £1,470 million. 
On the proposals put forward by Departments it would rise to 
£2,000 million in 1963-64: an increase of 6 per cent, in 1962-63 
would be followed by an increase of nearly 10 per cent, in 1963-64. 
Bearing in mind that much of this investment expenditure involved 
substantial increases in current expenditure, he believed that the 
increase proposed in 1963-64 would overload the economy and 
result in a financial crisis in the autumn of 1963. He suggested that 
the rate of increase in 1963-64 should not exceed 6 per cent. 

The Estimates for 1962-63 had proved to be £111 million above 
the level set by the pledge, given in July 1961, that every effort would 
be made to ensure that the increase over the Estimates for 1961-62 
would not exceed 1\ per cent, in real terms. Even if the Cabinet 
approved all the proposals for reduction summarised in paragraph 3 
of C. (62) 28 there would still be a gap of nearly £70 million. This 
would become known not later than 27th February, when the Vote 
on Account would be published. Heavy criticism was to be expected 
at home and abroad, and it would therefore be the more important 
to show that the Government were establishing effective control 
over public investment in the longer term. 

In discussion it was pointed out that, even if the forecast of 
overloading in the economy in 1963-64 could be considered unduly 
pessimistic, the Governments failure to fulfil the pledge given in 
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July would attract serious criticism, not least from their own 
supporters. Apart , therefore, from the argument about the 
overloading of the economy, it was important to counter the political 
and psychological effect of publishing Estimates which failed so 
signally to meet the Chancellors pledge. The best way to do this 
might be to make a strong statement covering the maximum savings 
possible in the Estimates themselves and showing determination to 
limit the growth of investment expenditure. On the other hand, it 
was argued that the success of the Governments incomes policy was 
even more important, in establishing the economy on a sound footing, 
than the limitation of public expenditure. Any early announcement 
of cuts in the social services would be badly received by those who 
were already dissatisfied with the policy of wage restraint, and the 
prospect of securing effective restraint in the growth of incomes would 
be jeopardised. Moreover, the economic growth which the 
Government had declared to be their objective could not, in the 
long run, be secured without more expenditure on some public 
services, e.g., for the purpose of increasing the supply of skilled labour. 

In further discussion the following points were also m a d e : 
(a) A reduced rate of growth in investment expenditure would 

leave room for economic manoeuvre. The absence of flexibility had 
in the past made crises difficult to surmount and, if experience in 
the next year or two showed that restraint had been carried too far, 
it would be possible to bring about rapid increases in at least some of 
the public investment programmes. 

(b) Tt seemed clear from the analysis in C. (62) 27 that shortage 
of skilled labour was the main obstacle to increased production. The 
apprenticeship system often appeared to involve too long a period 
of training and some misdirection of effort and, although some 
improvements had recently been achieved as a result of discussion 
with particular industries, much remained to be done. 

(c) If that part of national production which was pre-empted by 
the " pleasure " industries could be brought under firmer control, 
the prospects of promoting growth would be much improved. The 
basic aim in the Governments policies should not be an 
undiscriminating growth in production but the promotion of national 
efficiency. 

(d) In explaining reductions in the investment programme it 
would not be necessary to describe them as cuts. The level of 
investment was in fact rising, and the need was to moderate the rate 
of increase. The public would understand that precision in 
estimating some years ahead could not be guaranteed. 

(e) Agreement had been reached between the Chief Secretary, 
Treasury, and the Ministers concerned on a number of adjustments 
in their investment programmes. These adjustments were set out 
in paragraph 6 of C. (62) 28. Agreement had not, however, been 
reached on the education programme. As a result of earlier 
discussion it had been possible to reduce the level of educational 
investment from an average of £136 million a year over the three 
years 1963-66 to an average of £ 1311 million. It was now suggested 
that a further reduction could more easily be secured if the yardstick 
adopted were building starts instead of work done. On this footing 
the starts proposed in 1963-64 and 1964-65, which had been reduced 
from £66 million to £60 million per annum, might be further reduced 
to £55 million. It could be made clear that if economic conditions 
improved a larger number of starts might be authorised. 

(/) It would be unfortunate if the only Estimates savings for 
which the Government could claim credit were cuts in the social 
services, and there would be advantage in deferring for some months 
any announcement of decisions on these points. The Government 
had in fact secured other economies, for example in defence 
expenditure, but these would not attract public attention. 
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(g) The welfare milk subsidy involved an annual expenditure of 
£20 million, much of which could be better used in other ways within 
the general limits of health expenditure. Withdrawal of the subsidy 
would have little impact on those who benefited from it and would 
be in accordance with the Governments general policy. Moreover, 
since the powers under which the subsidy was payable would expire 
in October 1964, legislation for their renewal would be required not 
later than the 1963-64 Session, and it was desirable that before then 
the scope of the subsidy should have been reduced to a defensible 
level. 

(/?) An increase in the price of school meals would be widely 
regarded as more serious than abolition of the welfare milk subsidy 
and, although such an increase might be the least damaging cut 
within the education services, it would bear hardly on those in rural 
areas and it would be better that any announcement should at least 
be deferred for a time. Increases of smaller amounts than 6d. might 
be made gradually over a period. 

The Cabinet— 
(1) Took note	 that, in discussions between the Chief Secretary, 

Treasury, and the Ministers concerned, agreement had 
been reached to limit the growth in investment 
expenditure in 1963-64 as described in paragraph 6 of 
C. (62) 28. 

(2) Agreed	 that building starts in the education investment 
programme for 1963-64 and subsequent years should be 
limited to £55 million a year but that local education 
authorities might be told that this figure would be 
increased if economic conditions permitted. 

(3) Invited the	 Chief Secretary, Treasury, in consultation with 
the Secretary of State for Scotland and the Ministers of 
Education, Heal th and Pensions and National Insurance, 
to consider whether changes in the welfare milk subsidy 
and in the charge for school meals might be announced 
in the early summer as taking effect in the autumn. 

4. The Cabinet had before them a memorandum by the Minister 
of Defence (C. (62) 29) on the results of the review of Service pay 
carried out under the procedure recommended by the Advisory 
Committee on Recruiting for the Services. 

The Minister of Defence said that the outcome of the review 
would ordinarily be announced in the forthcoming debates in 
Parliament on Defence and on the Service Estimates. The Services 
would expect any increases to take effect from 1st April, 1962. 
There was no dispute about the figures. Movements in civilian 
earnings in the period covered by the review justified increases of 
1\ per cent, for officers and 13 per cent, for other ranks on basic 
pay, which could be represented as increases of 5 per cent, and 
9J per cent, respectively on the average level of their emoluments 
including marriage allowance. It could be argued on two main 
grounds that increases of this order would not jeopardise the 
Governments efforts to secure restraint in wage increases generally; 
first, because the movements in civilian earnings covered by the 
review had taken place in the two-year period ending in July 1961 
before the introduction of the wages pause; and secondly because 
the Services were in a special position because of the nature of their 
duties and their contracts of service, and because they had no union 
representation. While he believed for these reasons that the 



increases proposed were justified in themselves and would not 
endanger the Governments general wages policy he would be ready 
to agree that, in view of the special difficulties of the economic 
situation, the increases should be awarded in two equal instalments 
on 1st April, 1962, and 1st April, 1963. 

The Chancellor of the Exchequer said that an alternative 
possibility would be to announce that the full increase would be given 
from a date later in the year, possibly in October. Under the 
Minister^ proposal the Services would have to forego some £14 
million in pay and allowances between April 1962 and April 1963. 
Under his alternative proposal the loss to them would be no greater 
but would be concentrated in the first half of the year. It had the 
advantage from his point of view of making it easier to tide the 
Government over the next few critical months when the major wage 
claims, on which the success or failure of the Governments wages 
policy so largely depended, would have to be settled. An award of 
4f per cent, on 1st April might be interpreted as having some relation 
to the 2\ per cent, figure which the Government had set as the limit 
for wage increases in general and might affect outstanding claims; 
an increase of 9\ per cent, in October could not be so interpreted. 

In discussion the following points were made : 
(a) A delayed award would give rise to political difficulty in 

respect of National Service men who had been retained in the forces 
and promised full regular rates of pay. Delay in introducing the pay 
increases could be represented as an attempt to economise at the 
expense of these National Service men. 

(b) The presentation of any increases would need to be carefully 
considered. They would in fact take the form of increases in basic 
pay and would be expressed in terms of daily rates of pay. Unless 
some guidance were given to the contrary they would be interpreted 
as equivalent to much higher percentage increases than 9\ per cent. 
It would have to be made clear that Service allowances could not 
be left out of the reckoning, and that an increase which could be 
calculated as showing a rise of, say, 13 per cent, in basic pay was to 
be regarded as involving no more than an increase of 94 per cent, 
in emoluments. 

The Cabinet— 
(1) Agreed	 that increases in pay should be awarded to the 

Services equivalent to increases of 5 per cent, for officers 
and 9\ per cent, for other ranks calculated in terms of 
pay and marriage allowance combined. 

(2) Invited the	 Chancellor of the Exchequer and the Minister 
of Defence, in consultation with the Minister of Labour 
and the Minister of Housing, to decide whether these 
increases should be awarded in two instalments to take 
effect from 1st April, 1962, and 1st April, 1963, or should 
be awarded in full in the later months of 1962. 

Cabinet Office, S.W.1, 
15th February, 1962. 
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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. 

Incomes Policy
Services Pay
(Previous
Reference:
C.C. (62) 14th
Conclusions,
Minute 4)

 2. The Chancellor of the Exchequer recalled that at their 
 meeting on 15th February the Cabinet had agreed to award increases 

 in pay to the Services equivalent to 5 per cent, for officers and 9\ per 
 cent, for other ranks calculated on the basis of pay and marriage 

 allowance combined. He had, however, been invited to consider, in 
 consultation with the other Ministers concerned, the timing and 

 method of giving effect to this award. Three possibilities had been 
considered; to pay the increases in full from July, 1962, which would 
cost £21 million during the current year; to pay them in full from 
October, 1962, which would cost £14 million in the current year; or to 
pay them in two instalments from 1st April, 1962, and 1st April, 1963, 
respectively which would cost £14 million in the current year. If the 
increases were paid in full from October National Servicemen whose 
period of service had been extended would be deprived of any increase 
at all and for this reason he did not now recommend this course. 
Most of the Ministers concerned favoured payment in two instalments 
and this was the course which he himself would favour. 

In discussion the following points were made: 
(a) While there was a risk that increases in Service pay either of 

4f per cent, or cf 9\ per cent, would have some effect on current wage 
negotiations, previous experience seemed to show that public opinion, 
especially in the trades unions, regarded Service pay as in a different 
category from industrial earnings. This factor should be stressed 
when the increases were announced. It would be undesirable to 
emphasise the extent to which the Governments decision had been 
influenced by their commitment to base increases in Service pay on 
movements of earnings in comparable civilian employment. 

(b) To delay any award until July would lead to disappointment 
and might affect recruiting. On the other hand to make the award in 
two instalments could be represented as a breach of faith; for, while 
the Governments undertaking to implement the recommendations of 
the Advisory Committee on Recruiting had not been specific about 
dates, it had been generally understood that increases in Service pay 
would take effect from 1st April at successive two-year intervals. If 
the present award were made in two instalments it would have to be 
argued that in spite of the special position of the Services it was 
reasonable that they should be called on to make some sacrifice in 
the interests of the national economy. 

The Cabinet— 
Agreed that increases in Service pay equivalent to 5 per cent, 
for officers and 9\ per cent, for other ranks in terms of pay 
and marriage allowance combined should be awarded in two 
equal instalments from 1st April, 1962, and 1st April, 1963. 

Public  3. The Chancellor of the Exchequer said that he proposed to j

Expenditure make a statement in the House of Commons on 27th February on 
Vote on Account the Vote on Account and would circulate in advance, for the 
(Previous comments of his Cabinet colleagues, a draft of what he proposed to 
Reference: say. In some quarters in the House and in some sections of the 
C.C. (62) 14th Press the statement would not be well received, but the publication of 
Conclusions, recent Supplementary Estimates had already indicated that it was 
Minute 3) unlikely that the Estimates for the forthcoming year could be kept 

within the terms of the pledge which he had give in the previous July. 



Six items, including in particular agriculture, transport and defence, 
accounted for about seven-eighths of the increase of £384 million in 
the Estimates. 

In discussion it was agreed that stress could be laid on the fact 
that defence expenditure would increase by about £100 million 
although, as a matt ter of accounting, some part of this had been 
transferred to the civil side. This substantial increase should go some 
way to meet foreign criticism that the Government were failing to 
carry their full share of allied military expenditure. It might also be 
helpful to allow the Press to have some advanced indication of the 
general nature of the statement, although they should not be given 
the figures comprised in it. Preparations were being made to provide 
Ministers not in the Cabinet with material which could be used in 
speeches in the country. 

The Cabinet— 
Took note of this statement by the Chancellor of the 
Exchequer. 

British 4. The Colonial Secretary said that the political situation in 
Guiana British Guiana reflected the growing racial tension between the Indian 
(Previous and the African elements in the population. This had culminated 
Reference; in violent demonstrations against the Budget recently introduced by 
C.C. (60) 21st Dr. Jagan's Government ; and the Governor had been obliged to call 
Conclusions, for the assistance of British troops in restoring law and order. Naval 
Minute 5) and military forces had been sent in, and the immediate difficulties 

had been overcome. It was however more difficult to see how the 
position could be stabilised in the longer term; and he would be 
bringing this question before the Colonial Policy Committee when 
he had received and considered the appreciation from the Governor 
for which he had asked. He feared, however, that it would be 
difficult to meet the desire of the United States Government that the 
grant of independence to British Guiana should be deferred until 
there was a sure prospect of a more stable Government. 

The Minister of Defence said that he hoped that it would be 
possible so to arrange matters as to enable a substantial proportion of 
the British forces now in British Guiana to be withdrawn in the near 
future. 

In discussion the point was made that it was an invidious 
responsibility for the United Kingdom Government to be under 
an obligation to use British troops to help an unpopular Left-wing 
government to remain in office in a British dependency during a 
period of full self-government before independence. 

The Cabinet— 
Took note that the Colonial Secretary would present to the 
Colonial Policy Committee his proposals on future 
constitutional development in British Guiana. 

Cabinet Office, S.W.1, 


22nd February, 1962. 
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Federation of 
Rhodesia and 
Nyasaland 
(Previous 
Reference : 
C.C. (62) 13th 
Conclusions, 
Minute 4) 

The Cabinet had before them a memorandum by the Prime 
Minister (C. (62) 41) on the Northern Rhodesia Constitution. 

The Prime Minister said that at their last discussion the Cabinet 
had considered possible modifications of the proposals announced in 
June 1961. These had led to widespread disorder in the territory and 
the Government had in September announced their readiness to 
consider reasonable representations for modifications within the area 
where divergences of view persisted. This in practice confined the 
scope for modification to the numerical alternative under which 
candidates were required to get 124- per cent, of both racial votes or 
400 votes whichever might be the less, and the Asian seat. The 
creation of the A.sian seat would involve the removal of over 2,000 
Asian voters to a separate roll, and it had been proposed as a corollary 
that 500 extra African voters should be added to the upper roll. At 
their discussion on 1st February the Cabinet had agreed in principle 
to the abolition of the numerical alternative on which African criticism 
had mainly centred. The Commonwealth Secretary had been 
authorised to put two alternative proposals to the Federal Prime 
Minister, Sir Roy Welensky: either to set the percentage hurdle at 
4 per cent, of the votes cast or at a higher figure of \2\ per cent. 
Under the first proposal the Asian seat would have been retained. 
Under the second it had been the Cabinefs hope that Sir Roy 
Welensky would himself have seen advantage in dispensing with the 
Asian seat. The Commonwealth Secretary had persuaded Sir Roy 
Welensky to agree to the abolition of the numerical alternative. As 
between a low and a high percentage he had declared himself in favour 
of a high percentage, either \2\ per cent, or 10 per cent, of the votes 
cast. He remained, however, opposed to the abolition of the Asian 
seat; for he believed that the restoration of Asian voters to the 
upper roll might have a decisive effect in marginal elections. He had 
also reminded the Commonwealth Secretary that the creation of the 
Asian seat and the addition of 500 Africans to the upper roll must 
continue to be regarded as a single issue, and could not be considered 
separately. 

The Commonwealth Secretary's discussions in Salisbury had, as 
intended, broadened out to cover the future of the Federation as a 
whole. It had become clear that Sir Roy Welensky now realised that 
any new Constitution for Northern Rhodesia would be likely to 
produce an anti-Federal majority. There was already a large anti-
Federal majority in Nyasaland, and Dr. Banda would shortly be 
coming to London to present his demand for immediate secession. 
If this were granted, and if by the date of Nyasaland's secession an 
anti-Federal majority were in power in Northern Rhodesia, that 
territory would be likely to follow suit and the Federation would 
collapse. Sir Roy Welensky had therefore put forward proposals for 
a complete change of front which would involve deferring the 
introduction of a new Constitution in Northern Rhodesia. He had 
tentatively outlined a plan by which Northern Rhodesia would be 
divided into Barotseland, the Copper Belt and the remaining farm 
country. The Copper Belt would be closely linked with Southern 
Rhodesia and these two territories combined would form a core 
round which a looser federation of the remaining territories could be 
grouped. This was, in effect, a revival of earlier proposals for a 
Central African Alliance. 

The Prime Minister said that it might be helpful for the Cabinet 
to consider these broader issues before turning to the details of the 
Northern Rhodesia Constitution. The first question to be decided 
was whether or not it would at this stage be politically practicable to 
postpone the announcement of a Northern Rhodesia Constitution and 
the establishment of self-government in that territory. 
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The Commonwealth Secretary said that there were three related 
issues to consider—the future of the Federation, the secession of 
Nyasaland, and the Northern Rhodesia Constitution. On the last 
point he was clear that, although he would protest in public, Sir Roy 
Welensky would accept the abolition of the numerical alternative and 
a percentage of 10 per cent, of votes cast. H e would, however, 
oppose the abolition of the Asian seat; and he would urge that the 
number of racially reserved seats should be increased from four to six. 

On the second issue, Sir Roy Welensky had accepted the difficulty 
of holding Nyasaland down by force if her demand for secession were 
refused. He was, however, anxious to ensure that the secession of 
Nyasaland would not lead automatically to the secession of Northern 
Rhodesia. He doubted whether a government elected in Northern 
Rhodesia under any of the constitutional proposals now under 
discussion would be willing to remain in the Federation, and this had 
led him to revive the more radical proposals for the future of the 
Federation. The Commonwealth Secretary had explained that the 
United Kingdom Government would be unable to accept any 
regrouping of the Central African territories which did not rest on 
the consent of the peoples concerned; and that it would not be 
practicable to consider an arrangement which deprived Southern 
Rhodesia and the Copper Belt of the right of secession. 

The issue of secession would be raised in an acute form when 
Dr. Banda came to London in April. It was known that he would 
then demand the right of secession. If this were conceded in 
principle, it would be possible to gain time while the necessary details 
were being worked out, and this process might take a year. If, on 
the other hand, the Federal Government were opposed even to an 
agreement to give Nyasaland the right to secede the position would 
be most serious. It was, therefore, essential to carry tiie Federal 
Prime Minister with us in settling Nyasaland's future. It was no 
longer practicable to delay the Northern Rhodesia Constitution until 
agreement had been reached on the future of the Federation. Our 
aim should therefore be to produce proposals for Northern Rhodesia 
which Sir Roy Welensky, however reluctantly, would be prepared to 
accept. 

The Colonial Secretary agreed that a decision on the Northern 
Rhodesia Constitution must be reached without delay. It was out of 
the question to revive at this stage earlier plans for a Central African 
alliance: there was no prospect of securing agreement on them. 
Indeed, until self-government in Northern Rhodesia had been 
established, it would not be possible to give practical consideration 
to the future of the Federation itself. Dangerous as an open clash 
with the Federal Government might be, the United Kingdom 
Government must avoid being put in a position in which their anxiety 
to secure the Federal Governments co-operation over Nyasaland led 
to concessions on the Northern Rhodesia Constitution which could 
not be defended. 

The Foreign Secretary said that there were two sources of danger 
in the present situation. Much attention had been given to the 
possibility that the African population might take violent action. But 
it was equally possible that the Europeans might, if driven too far, 
take the law into their own hands. It was by no means impossible 
to conceive of a European-dominated association of Southern 
Rhodesia, the Copper Belt, Angola, Katanga and South Africa. 
Such a development would be fatal to British hopes of multi-racial 
co-operation in Africa. He agreed that it would be necessary to 
announce a Northern Rhodesia Constitution without delay. It was 
also necessary that the Federal Government should recognise 
Nyasaland's right to secede. But to allow secession to take place 
in circumstances which might lead to the breakdown of government 
would be an evasion of the Governments responsibilities and might 



lead to the kind of European reaction which he had described. 
Secession should be based, as envisaged in the Report of the Central 
African Advisory Commission under the Chairmanship of Lord 
Monckton , on the orderly transfer of power. He considered, therefore, 
that although the right to secede could be granted in the near future it 
should be followed by a period of at least two years during which 
transfer of power would take place on an orderly and organised basis. 
At the end of that period, and as the result of some further executive 
decision, secession could take place. It was indeed possible that 
during the transfer of power the Nyasaland Government 'would come 
to realise the advantages of continued association with the Federation 
and that the demand for secession might in the event be withdrawn. 

In discussion of these broader issues the following points were 
made : 

(a) It would not be practicable to proceed with an examination 
of the new grouping of Central African territories which the Federal 
Prime Minister had proposed. The plan was objectionable in itseif, 
since it would be represented as an attempt to retain the sources of 
wealth in European hands. Moreover, it would involve abandoning 
the present plans for self-government in Northern Rhodesia. 
What was needed now was the establishment of responsible 
self-government; further development would have to take place on 
the basis of consent and not by imposed solutions. 

(b) It would be legally possible for the United Kingdom 
Government to legislate for the secession of Nyasaland against the 
wishes of the Federal Government, but this would be politically 
inexpedient. It would make an irreparable breach in our relations 
with the Federal Government and would be strongly criticised by 
Government supporters in this country. 

(c) There was general agreement that the over-riding object in 
negotiations with Dr. Banda would be to gain time in which the 
practical disadvantages of secession could make themselves felt. 
There was therefore only a difference of degree between the view 
that the right to secede should be granted only after an orderly 
transfer of power had taken place and the view that the right to secede 
should be granted in principle before the arrangements for the 
transfer of power had been worked out. 

(d) There could be no question of delaying any further a definite 
announcement about the Northern Rhodesia Constitution. 

The Cabine ts discussion then turned to the details of the 
Northern Rhodesia Constitution. 

The Prime Minister said that he foresaw no particular difficulty 
about the percentage qualification. The important fact was that 
Sir Roy Welensky had accepted the abolition of the numerical 
alternative: the difference between \2\ per cent, and 10 per cent, of 
the votes cast was not one of real substance. The proposal for an 
increase in the number of racially reserved seats was also of minor 
importance. The critical question was the Asian seat. This had 
been introduced as the result of negotiation with Sir Roy Welensky 
and he had accepted the addition of 500 Africans to the upper roll in 
return. The two points were linked and it would not. be possible to 
conceal this. Equally it would be difficult at this stage to propose 
the removal of the 500 Africans without giving rise to further 
criticism. It could indeed be argued that the abolition of the Asian 
seat against the wishes of the Federal Government would at this stage 
constitute a breach of faith. 

The Colonial Secretary said that in his view the overriding 
consideration at this stage was to introduce a Constitution which 



would have the support of the people. If the Africans refused to 
work the Constitution civil disobedience and rioting would result and 
the situation would get out of hand. The Africans must be given 
some chance of winning at least a small majority: they could not be 
expected to participate in a Constitution which gave them no chance 
at all. Even though the numerical alternative was now to be 
abolished the scales were still weighted heavily against them because 
of the limited franchise and the weighting of votes on the upper roll. 
His advice from all local sources was that the abolition of the Asian 
seat was needed to induce the main African party to co-operate. The 
Asians themselves disliked it and the only justification for keeping it 
was Sir Roy Welensky's belief, which might well be mistaken, that 
most of the Asian voters would vote against Federal candidates. 
Even if the Asian seat were abolished there was the likelihood of 
further serious civil disorder. It would be possible to take and to 
defend the action which would then be necessary if the Government 
believed that their proposals had been fair and reasonable. He would 
find it difficult to defend action to suppress civil disorders if the 
constitutional proposals could not be so described. 

In discussion the following points were m a d e : 
(e) Although Sir Roy Welensky attached great importance to 

the Asian seat, it was difficult to believe that its retention would have 
a decisive effect on African opinion. The idea of special racial 
representation was one which had respectable precedents and was 
defensible in itself even though the Asians themselves were not in 
favour of it. The numerical alternative had rightly been represented 
as discrimination in favour of European candidates and its abolition 
was clearly an important concession to African opinion. The Asian 
seat came into quite a different category, and it was hard to believe 
that the African Parties would base a refusal to participate in the 
constitution on so limited an issue. 

(/) The abolition of the Asian seat would be bound to produce 
a violent reaction from Sir Roy Welensky and might well lead him to 
withhold his co-operation over the Constitution as a whole. This in 
turn might affect his attitude towards Nyasaland's claim to a right of 
secession. 

(g) To abolish the Asian seat without at the same time removing 
the 500 extra African voters from the upper roll would be a clear 
breach of faith. At the same time it was difficult to see how the 
500 African voters could be removed without giving rise to further 
criticism from the African side. 

(/?) It might be possible to retain the Asian seat for one 
Parliament only and to announce that it would then be abolished. 
This, however, might suggest that the Asian seat was a political device 
which did not correspond to any genuine constitutional need and 
might increase African criticism of the decision to retain it at all. 

(/) The number of racially reserved seats should remain at four. 
It was unlikely that Sir Roy Welensky would wish to press his 
proposals to raise them to six. 

At the conclusion of the discussion the Prime Minister suggested 
that at their meeting on the following day the Cabinet should 
concentrate their further consideration on the question whether the 
Asian seat should be retained or not. Much would turn on the way 
in which the decision was announced and the reasons which could be 
advanced in support of it. The Cabinet should consider the terms 
of such an announcement before taking a final view. 

The C a b i n e t 
(1) Agreed that a Constitution for Northern Rhodesia should be 

settled and announced as soon as possible. 



(2) Invited	 the Colonial Secretary to circulate for then: 
consideration his proposals on the terms in which a 
decision to abolish the Asian seat and to remove 500 
African voters from the upper roll could best be 
announced. 

(3)	 Agreed to resume their discussion at their meeting on the 
following day. 

Cabinet Office, S.W.1, 
27th February, 1962. 
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Foreign Affairs
Berlin
(Previous
Reference:
C.C. (62) 14th
Conclusions,
Minute 1)

Congo Republic
(Previous
Reference:
C.C. (62) 13th
Conclusions,
Minute 2)

Laos 
(Previous 
Reference: 
C.C. (62) 7th 
Conclusions, 
Minute 3) 

Disarmament 
(Previous 
Reference: 
C.C. (62) 13th 
Conclusions, 
Minute 1) 

Europe
(Previous
Reference:
C.C. (62) 10th
Conclusions,
Mmute 3)

 1. The Foreign Secretary said that since 22nd February the 
 Russians had ceased to harass Western aircraft in the air corridors 

 into West Berlin. The United States Ambassador in Moscow was 
 continuing his conversations with the Soviet Foreign Minister; and, 

 while no practical progress was being made, the Russians were 
 showing no signs of impatience. It now looked as though these 

 conversations would be drawn out until the Foreign Ministers met at 
the Disarmament Conference in March. 

The Foreign Secretary said that the Prime Ministers of the 
 Central Congo Government and of Katanga had now agreed to hold 

a further meeting, without the mediation of the United States 
 Ambassador, and there seemed to be some prospect that they might 

 reach agreement. Pending the results of this meeting, the Uni ted 
 Nations authorities were not pursuing their project for stationing 

troops in Jadotville and Kolwezi. If, however, the meeting were 
unsuccessful, this project would be revived, and it might then be 
forcefully resisted by the Katangan Government. 

The Foreign Secretary said that the Pathet Lao were now 
operating near the cease-fire line in Laos, but fighting had not yet. 
broken out on any large scale. Despite pressure from the United 
States authorities, General Phoumi was still unwilling to join the 
Government proposed by Prince Souvanna Phouma; but the King of 
Laos was intending to make a further attempt to secure the formation 
of a national Laotian Government. 

The Foreign Secretary said that there now seemed to be general 
agreement that the opening stages of the Disarmament Conference 
at Geneva should be attended by Foreign Ministers. It was possible, 
however, that some meeting of Heads of Governments might take 
place at a later stage, either to advance some initial progress made by 
the Conference or possibly to try to break through a deadlock. 

 2. The Lord Privy Seal said that in a statement made to the 
 European Economic Community on 10th October, 1961, he had 
 indicated that the United Kingdom Government would at the 

 appropriate time open negotiations with a view to joining the 
 European Coal and Steel Community and the European Atomic 

 Energy Community. Informal soundings suggested that there was 
general agreement that the time was now ripe for such an approach. 
H e therefore proposed that formal applications to join these two 
organisations should now be lodged on behalf of the United Kingdom 
Government. The detailed negotiations would then be opened in 
about two months ' time. 

The C a b i n e t -
Authorised the Lord Privy Seal to submit on behalf of the 
United Kingdom Government formal applications to join 
the European Coal and Steel Community and the European 
Atomic Energy Community. 
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Education 
(Previous 
Reference: 
C.C. (62) 8th 
Conclusions, 
Minute 5) 
Burnham 
Committee 

3. The Cabinet had before them a note by the Minister of 
Education (C. (62) 34) covering a memorandum on the revision of the 
machinery for the negotiation of teachers' remuneration. 

The Minister of Education recalled that it had been proposed to 
introduce legislation in the current session of Parliament to enable 
him to prescribe new scales of remuneration for teachers. Such a 
power was required to enable him to deal with disagreements between 
the local authority side and the teachers' side of the Burnham 
Committee and also with agreed proposals which he could not regard 
as appropriate to the requirements of the schools or as consistent 
with the Government^ incomes policy. It had, however, become 
evident that early legislation for this purpose would be opposed by 
both the teachers and the local authorities, since the latter had 
promised to support the teachers if a Bill was introduced before the 
Governments long-term policy on incomes had been more fully 
worked out. In present circumstances there would also be pressure 
to provide for arbitration; and, since a concession on this point 
would be likely to endanger the Governments incomes policy, he 
thought there would be advantage in postponing the introduction of 
this legislation until the following session. He felt no doubt that in 
the coming summer deadlock would be reached between the two sides 
of the Burnham Committee, and at that stage the local authorities 
would be less inclined to support a demand for arbitration and the 
prospects for the Bill would be much improved. In the following 
session the controversy about the Governments incomes policy would 
have died down and the influence of moderate opinion among the 
teachers would probably have grown. If the Cabinet accepted his 
view he would make it clear to both sides of the Committee that if 
proposals were submitted in 1962 which he judged to be contrary to 
the national interest they would be rejected. 

In discussion it was generally agreed that a further increase in 
pay for teachers during the present year should be avoided and that 
legislation on the lines which had been intended must be enacted 
fairly soon. Whether the legislation should be introduced in the 
current session depended to some extent on whether relations with 
the teachers and the climate of Parliamentary opinion might be 
expected to deteriorate when the teachers realised that negotiations 
this year would be most unlikely to result in any increases in pay. 
On balance, it seemed better to take the risk of deterioration in 
relations and to defer the legislation. There was at least a possibility 
that, in the event of a deadlock during the summer, moderate opinion 
among the teachers would bring a majority of them to the view that 
they ought not oppose the proposed legislation. 

In further discussion the following points were m a d e : 
(a) It might be possible to secure the Ministers main objectives, 

for this year at any rate, by arranging with the Burnham Committee 
that before submitting formal recommendations they should discuss 
their ideas informally with the Minister in advance. It would, 
however, be unwise to propose such a procedure, since it would 
encourage expectations of some concession being made and of 
similar arrangements being permitted to continue in future years. 

(b) Whatever course was taken in England and Wales there 
would be difficulties in Scotland, where argument was continuing on 
certain aspects of the last settlement on teachers' pay. The Scottish 
procedure already included provision for arbitration, and there was 
some possibility that if an abitration award were made it would have 
to be rejected. But if there were a deadlock on teachers' pay in 
England and Wales the position of the Government in resisting 
increases in Scotland would be strengthened. 

The Cabinet— 
Agreed that legislation to revise the machinery for settlement 
of teachers' remuneration should not be introduced in the 
current session of Parliament. 1 



4. The Cabinet had before them a memorandum by the 
Colonial Secretary (C. (62) 40) on the extent of the financial assistance 
which might be offered to the Uganda Government . 

The Colonial Secretary said that Uganda was due to achieve 
internal self-government on 1st March and to become independent in 
October. Discussions had been proceeding in London with 
representatives of the Uganda Government on the payments to be 
made by the United Kingdom Government towards the cost of 
compensating expatriate officers and towards further economic 
development in Uganda, and if these could not be brought to a 
satisfactory conclusion the date for the introduction of internal self
government would have to be deferred. It would be particularly 
unfortunate if postponement were caused either wholly or partly by 
difficulties in settling the amount of the United Kingdom contribution 
towards compensation for officials. The discussions had been based 
on proposals approved by the Treasury which in the case of 
compensation fell some £700,000 short, and in the case of development 
aid just under £2 million short, of what he himself had thought would 
be a reasonable amount. On the two heads taken together, the 
amount required, in his judgment, to make a settlement probable 
was £14.5 million and the offers so far made totalled £11.9 million. 
He believed that on a long view it would be to the advantage of the 
Government, both politically and financially, to improve upon these 
offers, which would be difficult to defend in the light of the more 
generous arrangements recently made for Tanganyika. 

The Chief Secretary, Treasury, said that in his view the 
Tanganyika settlement had been unduly generous and would prove 
to be an embarrasing precedent unless its effect could be corrected by 
a more economical settlement for Uganda. The development scheme 
for Uganda which had been prepared by the World Bank was 
attractive but it would cost more than Uganda or the United 
Kingdom could afford in present circumstances. The development 
aid so far offered would enable more development to be undertaken 
than had been carried out in recent years and, although it might 
be reasonable to improve the Governments offer under the 
compensation head, an improvement in the offer of development aid 
would be inconsistent with the Governments stated aim of containing 
growth in public expenditure at home and overseas. 

In discussion the following points were m a d e : 
(a) It would not be practicable to settle the compensation 

question forthwith and leave development aid to be settled later. 
There might, however, be something to be gained in comparable 
negotiations with other territories if the Government accepted full 
responsibility for compensation from the outset. This would enable 
development aid to be considered o n its merits and in a less 
emotional atmosphere. 

(b) Although the amount of Government expenditure overseas 
was running ahead of the limit of £180 million which the Government 
had approved, the amount attributable to Uganda would be 
£4 million less over the next two years than under the Colonial 
Secretary's earlier proposals. 

(c) Colonial territories generally paid close attention to the 
amounts of aid given on independence and it was difficult to contest 
Uganda's claim to treatment not less favourable than that given to the 
neighbouring territory of Tanganyika. It was important, however, 
that in other cases yet to arise the Cabinet should have in advance a 
clear statement of the scale of commitments to be expected; for it 
seemed clear that in relation to economic conditions in the United 
Kingdom the financial assistance which was being provided overseas 
was over-generous. 

S E C R E T 



Summing up the discussion the Prime Minister said that, while 
the cost of relinquishing Colonial rule was proving to be high, it was 
probably better to accept definite, if large, financial commitments on 
independence than to risk the indefinite and larger expenditure 
involved in prolonging Colonial rule against a risk of collapse of law 
and order. There seemed to be no acceptable means of varying the 
offers already made to the Uganda Government which would fall far 
short of the total proposed by the Colonial Secretary. But it would 
be intolerable if a further offer did not produce a settlement and he 
suggested that, in continuing negotiations later that day, the United 
Kingdom representatives should indicate that if this offer were not 
accepted forthwith it would be withdrawn. 

The Cabinet— 
Agreed that the representatives of the Uganda Government 
should be offered the financial settlement proposed by the 
Colonial Secretary in C. (62) 40 on the basis that if it were 
not accepted forthwith it would be withdrawn. 

5. The Cabinet resumed their discussion of the Northern 
Rhodesia Constitution. They had before them a further 
memorandum (C. (62) 42) by the Colonial Secretary. 

The Prime Minister said that the question remaining for decision 
was that of the Asian seat. The Governments main objective was to 
secure the co-operation of the African Parties in working the new 
constitution. The abolition of the numerical alternative was in itself 
a major concession to the Africans, and it was a matter of judgment 
whether it was necessary to give up the Asian seat as well in order to 
gain their support. On the other hand there could be no doubt about 
the reactions of the Federal Prime Minister, Sir Roy Welensky; he 
would represent the abolition of the Asian seat as a breach of our 
agreement with him, and this would add to the difficulties which the 
Government would face in negotiating with him about Nyasaland 
and the future of the Federation as a whole. 

In discussion the following points were made : 
(a) In favour of abolishing the Asian seat it could be argued 

that, since the Asians themselves no longer wanted it, its justification 
had disappeared. It would be represented that its only practical 
purpose was to reduce the size of the anti-federal vote. This could 
not be defended in Parliament. If it was believed—and this was 
certainly the Governors belief—-that the retention of the seat would 
jeopardise law and order in the territory, it was the Governments 
duty to abolish it ; and no prior understanding or agreement with the 
Federal Government should be allowed to affect the decision. 

(b) In favour of retention it could be argued that if the African 
leaders wished to co-operate in working the constitution, the major 
concession of abolishing the numerical alternative should make it 
possible for them to do so. The abolition of the Asian seat would 
however necessarily entail the removal from the upper roll of the 
500 African voters who had been added on account of it. The 
Government were already committed to the view that these men were 
fit to vote, and it would be hard to explain why they should be 
removed from the roll at this stage. If the Africans were looking for 
reasons to justify a refusal to co-operate the removal of the 500 voters 
would present them with a more powerful and more convincing 
argument than the retention of the Asian seat. Nor was it possible 
to ignore the reactions of Sir Roy Welensky. Even though he was 
unlikely to accept without protest the other changes now proposed in 
the Constitution, the abolition of the Asian seat would make it 
impossible to avoid a serious clash with him; for the abolition of the 
Asian seat as well as the numerical alternative would mean that both 



of the points in dispute in the June proposals had been settled in a 
sense unfavourable to him and this would be likely to create difficulties 
for him with his own supporters. 

The Prime Minister outlined to the Cabinet the form of the 
statements which might be made in Parliament to explain and defend 
either the abolition of the Asian seat or its retention; the statements 
also covered the abolition of the numerical alternative, the setting of 
the percentage qualification at the first hurdle at 10 per cent, and, by 
implication, a decision to leave the number of racially reserved seats 
unaltered. 

After further discussion the Cabinet— 
(1) Agreed that the Asian seat should be retained. 
(2) Agreed that candidates should be required to obtain	 10 per 

cent, of the votes cast by both races as a condition of 
eligibility for election and that the numerical alternative 
should be abolished. 

(3) Agreed	 to leave the number of racially reserved seats 
unchanged at four. 

(4)	 Authorised the Colonial Secretary to announce these 
decisions in the House of Commons on the following day. 

The Prime Minister said that in the light of the decisions now 
taken on the Northern Rhodesia Constitution the Cabinet would wish 
to consider the terms of the communication to be made to Sir Roy 
Welensky. He should be informed of the decisions on the 
Constitution itself in advance of any public statement; but it was even 
more important that it should be made plain to him that the 
Government were not in any way committed to the plans for the 
future of the Federation which he had outlined to the Commonwealth 
Secretary during the latter's visit to Salisbury. 

The Commonwealth Secretary circulated the draft of a letter to 
Sir Roy Welensky setting out the Governments position. He 
explained that the purpose of the draft was threefold: first, to put it 
on record that the tentative discussions which he had held in 
Salisbury about the future of the Federation had revealed differences 
of approach which would make it difficult for the two Governments to 
reach early agreement on mutually acceptable changes in the Federal 
Constitution; secondly, to explain that in view of this the United 
Kingdom Government had felt unable to defer decisions on the 
Northern Rhodesia Constitution until agreement had been reached 
on the future of the Federation as a whole; and thirdly, to convey 
advance information about the changes in the Northern Rhodesia 
Constitution which the Government had decided to make. 

The Cabinet— 
(5) Agreed that	 the decisions taken on the Northern Rhodesia 

Constitution should be notified to Sir Roy Welensky, in 
advance of publication, in a letter on the lines of the draft 
submitted by the Commonwealth Secretary; and took 
note that the Prime Minister would settle the precise terms 
of the letter in consultation with the Foreign Secretary, 
the Commonwealth Secretary and the Colonial Secretary. 
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Parliament 

Post Office 
Giro System 
(Previous 
Reference : 
C.C. (61) 62nd 
Conclusions, 
Minute 4) 

C . C . ( 1 8 ) 6 2 

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

The Cabinet also took note that the Chancellor of the Exchequer 
would open his Budget on Monday, 9th April. 

2. The Cabinet had before them a memorandum by the 
Postmaster-General (C. (62) 36) proposing the publication of a White 
Paper on a Post Office giro system. 

The Postmaster-General said that at their previous discussion 
the Cabinet had invited the Chancellor of the Exchequer to obtain 
the views of the Bank of England on the proposal to introduce a 
Post Office giro system. These had now been received. The Bank 
of England had repeated the argument, previously advanced by the 
clearing banks, that an extension of existing banking facilities for 
credit transfer could do all that a Post Office giro system could be 
expected to do. It was, however, clear that the Bank of England 
itself had some doubt whether the clearing banks would in fact 
extend their facilities in this way without the spur which discussion 
of a Post Office giro system might be expected to provide. He 
therefore remained in favour of publishing a White Paper setting 
out the results of the study made by officials into the possibility of 
a Post Office giro system. This would indicate the advantages which 
such a system would offer to wage-earners, but its publication would 
not commit the Government to introduce the system. 

In discussion the following points were made : 
(a) A wider use of credit transfer facilities would encourage 

personal savings, and would also lessen the dangers inherent in the 
present arrangements by which wage-earners were so largely paid in 
cash. It seemed unlikely that the clearing banks would move as fast 
as necessary in this direction unless some pressure was brought to 
bear on them. The publication of a White Paper on a Post Office 
giro system would be useful for this purpose. 

(b) On the other hand, if such a White Paper were published, 
there would be a demand for discussion in Parliament; and, if the 
subject were debated, it would be difficult for the Government to 
avoid taking a definite line. It might be better, if the White Paper 
were published, for it to be accompanied by a clear statement that 
the Government did not in present circumstances intend to introduce 
a Post Office giro system. This, however, might have the effect of 
reducing the pressure on the clearing banks to improve their present 
facilities. 

(c) A further possibility would be to publish a more general 
statement discussing the problem of providing facilities for credit 
transfers for wage-earners and setting out the various methods of 
meeting it, including those now in use in Europe. A description of 
a Post Office giro system could find its natural place in such a 
document. 

(d) If a Post Office giro system were introduced, the clearing 
banks might feel obliged to introduce a rival system of their own. 
This would involve duplication of staff and waste of resources; the 
capital cost of introducing a Post Office giro system was at present 
estimated at £4 million spread over five years. 

The C a b i n e t -
Invited the Chief Secretary, Treasury, in consultation with 
the Postmaster-General, to consider the publication later 
in the year of a White Paper dealing with the general problem 
of credit transfer facilities for wage-earners and describing 
the various possible methods of providing such facilities, 
including a Post Office giro system. 



Nuclear Tests 3. The Cabinet had before them telegrams from Washington 
(Previous (Nos. 630, 631 and 632 of 27th February) reporting that President 
Refe rence : Kennedy had now been advised by his National Security Council 
C.C. (62) 12th that it was desirable on military grounds that the United States 
Conclusions, should undertake, at Christmas Island and elsewhere, a series of 
M m u t e 2) nuclear tests in the atmosphere, starting on 15th April. President 

Kennedy, in a personal message to the Prime Minister (Washington 
telegram No. 631), had said that he was now satisfied that it was 
necessary to conduct this test series, for the reasons which they had 
discussed at their meeting in Bermuda. He had also concluded that 
it would be preferable to announce this decision before the 
Disarmament Conference opened in Geneva. He had therefore 
proposed to announce, in a broadcast statement on the evening of 
1st March, that the United States would start this series of atmospheric 
tests on 15th April, unless in the meanwhile an international agreement 
for the cessation of nuclear tests had been concluded. T o this message 
the Prime Minister had sent on the previous evening a reply (Foreign 
Office telegram No. 1798 to Washington) asking that no announcement 
should be made before 2nd or 3rd March ; proposing that the start of 
the test series should be deferred until 1st June (the date by which 
the Disarmament Conference was due to report to the United 
Nations) or at least until 3rd May, so as to give more time for the 
negotiation of an international agreement for the cessation of nuclear 
tests; and suggesting certain changes in the form of the announcement. 
In a further message received that morning, the President had said 
that he would defer his announcement until the evening of 2nd March ; 
that, instead of giving the definite date of 15th April, he would say 
that the test series would begin in the second half of April ; and that 
he would consider the points of presentation made in the latter part 
of the Prime Minister^ message. 

The Prime Minister suggested that the Cabinet should first 
consider the question of substance—whether they were ready to 
support this United States decision to carry out a further series of 
tests in the atmosphere. H e had discussed this at a meeting attended 
by the Foreign Secretary, the Minister of Defence and scientific 
advisers from the Ministry of Defence and the Atomic Energy 
Authority and, in the light of the views expressed by the technical 
advisers, he was himself satisfied that the proposed series of tests 
could be defended within the terms of the statement which he had 
made in the House of Commons on 31st October, 1961. The Minister 
of Defence said that, while he regretted the necessity of further 
testing, he also considered that this series could be justified on military 
grounds. There was now no doubt that the Russians were making 
great efforts to evolve an anti-missile missile, and the Western Powers 
could not afford to be outdistanced in this by the Russians. Though 
there was room for argument on the technical level, a broad political 
case could be made for this test series. The Foreign Secretary
concurred in this view. 

There was general agreement in the Cabinet that in these 
circumstances the United Kingdom could support a United States 
decision to conduct this further series of nuclear tests. 

The Cabinet then turned to the question of timing. It was 
generally agreed that, if these tests were to be held within the next 
few months, the balance of advantage lay in announcing this before 
the opening of the Disarmament Conference. There was, however, 
some difference of view about the need to state at this stage that the 
tests would be started before the end of April. Some Ministers felt 
that this would prejudice the prospects of making satisfactory progress 
at the Disarmament Conference. Some also felt that the mention 
of any date would give the impression of an ultimatum to the 
Russians, whose reaction might well be that they must decline to 
negotiate under threat. On the other hand it was pointed out that 
six months had passed since the Russians began their last series of 



Education 
Universities 
(Previous 
References : 
C.C. (62) 5th 
Conclusions, 
Minute 7 and 
C.C. (62) 8th 
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C.C. (18) 62 

tests and that, if further Western tests were justified on military 
grounds, these should not be delayed for much longer. Moreover, the 
Russians had themselves carried out tests while still negotiating on 
disarmament, and it was known that they were still conducting certain 
nuclear tests underground. Three years had been spent in elaborating 
a draft international agreement for the cessation of nuclear tests; and 
there would be no difficulty in concluding this agreement in a matter 
of weeks, if the Russians were willing to do so. Without some kind 
of time limit they would not be brought to a point of decision. 

On this question the Cabinefs conclusion was that, while it would 
be inexpedient to press President Kennedy to defer the start of this 
test series beyond the end of April, he might be asked to phrase his 
announcement in terms less likely to give the impression of an 
ul t imatum or threat. 

The Cabinet— 
(1) Agreed	 that the Government could support the United 

States decision to conduct this further series of nuclear 
tests in the atmosphere, as falling within the terms of the 
statement made by the Prime Minister in the House of 
Commons on 3rd October, 1961. 

(2) Took note that, in communicating this decision to	 President 
Kennedy, the Prime Minister would suggest that the public 
announcement should be so framed as to avoid the 
impression of presenting an ultimatum to the Soviet 
Government. 

(3) Took	 note that the United States decision would be 
announced on the evening of 2nd March, and that the 
Prime Ministej would arrange for a statement to be issued 
in London on the morning of 3rd March to- make it plain 
that this decision had been taken after consultation with 
the United Kingdom Government. 

(4) Invited the Prime Minister to make a formal	 announcement 
in the House of Commons on 5th March; and took note 
that this could be debated in the course of the debate on 
the Defence White Paper which was in any event to be 
held on 5th and 6th March. 

4. The Cabinet had before them a memorandum by the Home 
Secretary (C. (62) 38) on university expansion and the salaries of 
university teachers. 

The Home Secretary recalled that, when they had previously 
discussed university salaries, the Cabinet had been informed that if 
approval could not be given for substantial increases the expansion 
programme put forward by the University Grants Committee (U.G.C.) 
might have to be revised. The Committee on Education Policy had 
subsequently examined both questions. They had concluded, in 
regard to university expansion, that it would be inadvisable to seek 
to reduce the number of student places below the 150,000 proposed 
by the U.G.C. for 1966-67 but that savings could be obtained in 
other ways which would reduce the total public expenditure on the 
universities in 1966-67 from £165 million to around £155 million. 
On salaries, their majority view was that because of the overriding 
importance of securing restraint in incomes in 1962 the most that 
could be offered to university teachers was an increase of 3 per cent, 
effective from 1st April. An undertaking could however be given 
that university salaries would be reviewed again in the light of all 
the circumstances in the spring of 1963. 



The Chief Secretary, Treasury, said that he had reluctantly come 
to the conclusion that the Governments incomes policy would be 
seriously jeopardised if an increase of more than 3 per cent, were 
made in this field, which was wholly within the Governments own 
control. If the increase were so limited, the Government would be 
open to attack for inconsistency in their treatment of different 
branches of the teaching profession and for jeopardising the expansion 
of the universities. He thought,-however, that responsible opinion in 
the universities would accept the proposed 3 per cent, increase in the 
hope that the further review in 1963 would result in larger increases. 

The Lord President said that he could not accept the arguments 
on which the proposed 3 per cent, increase was based. University 
teachers would, on that footing, be subjected to a form of selective 
comparison. They would not be given the same treatment as other 
teachers, including those in the Colleges of Advanced Technology, 
who had been awarded substantial increases, but would be held to 
the same small increase as had been considered appropriate for 
railwaymen. The true comparison ought to be with other branches 
of their own profession. He considered that substantial increases 
were called for, not on compatibility grounds, but because without 
them there would be no prospect of recruiting teaching staff adequate 
in number and quality to carry through the university expansion 
programme required to meet the country ?s needs. It would not be 
difficult to convince public opinion that an exception from the pay
pause should be made in favour of university teachers, not only 
because of the importance of university expansion, but because there 
was an element of pre-pause commitment—for, if the Government 
had not dissuaded them, the U.G.C. would have presented their claim 
on behalf of university staffs before the introduction of the wages 
pause. 

Discussion showed that there was general agreement in the 
Cabinet that the expansion proposals of the U.G.C. should be 
accepted. On the salaries issue, which presented the Government 
with a difficult choice between endangering their incomes policy and 
putting at risk the expansion of the universities, it was pointed out 
that the universities appeared so far to be obtaining a reasonable 
share of trained graduates and that, if salary increases of the order 
of 8 or 9 per cent, were offered to university teachers at this stage 
in the pay pause, there would be great difficulty in dissuading 
employers in the private sector from offering similarly large increases. 
The review in 1963 would show whether recruitment was in fact being 
affected adversely by the limited increases in salaries. It was also 
suggested that the universities might find the limitation less 
disagreeable if they could be given slightly more generous treatment 
in regard to certain non-staff costs on which the Treasury would 
shortly be in discussion with the U.G.C. 

The general view of the Cabinet was that, despite the 
considerations advanced by the Lord President, it would be less 
damaging to the national interest if the increases this year were 
limited to 3 per cent. The Cabinet recognised that the increase 
which might be called for in the following year might be large and 
that the policy to be adopted at that stage would have to be considered 
carefully in advance. 

The C a b i n e t -
Approved the proposals in C. (62) 38 about university 
expansion and the salaries of university teachers; and took 
note that the Chief Secretary, Treasury, would arrange for 
their decisions to be announced in Parliament. 

Cabinet Office, S.W.,1, 
1st March. 1962. 
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Foreign 
Affairs 
Disarmament 
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Minute 1) 

Congo 
Republic 
(Previous 
Reference: 
C.C. (62) 17th 
Conclusions, 
Minute 1) 

Oxford 
D , , , . . ! . . 

(Previous) 
Reference: 
C.C. (57) 10th 
Conclusions, 
Minute 9) 

1. The Foreign Secretary said that the Soviet Government had 
now accepted the view that the Governments participating in the 
Disarmament Conference should be represented by their Foreign 
Ministers. They had also agreed that the Foreign Ministers of the 
United States, the United Kingdom and the Soviet Union should meet 
in Geneva before the opening of the Conference. This would provide 
an opportunity to explore the possibility of an agreement on the 
cessation of nuclear tests. It now seemed more likely that a meeting 
of Heads of Governments might be held in the early summer. 

The Foreign Secretary said that there were indications that the 
Prime Minister of the Central Congo Government was again thinking 
in terms of coercing Katanga by force. This made it even more urgent 
to secure some voluntary agreement between him and the Prime 
Minister of Katanga. Unfortunately, however, the difficulties of 
promoting a meeting between them seemed to have increased. 

2. The Cabinet had before them a memorandum by the Home 
Secretary (C. (62) 37) covering a memorandum by the Minister of 
Housing and Local Government and the Minister of Transport on 
Oxford roads. 

The Home Secretary informed the Cabinet that the Prime 
Minister, in view of his position as Chancellor of Oxford University, 
had thought it inappropriate that he should be present during the 
Cabinefs discussion of this question. 

The Minister of Housing said that on traffic grounds there could 
be no doubt that the line of the road through Christ Church Meadow, 
which had been proposed by Oxford City Council, was to be preferred 
to the line further south which had been proposed by the Oxford 
Preservation Trust. Research had shown that the southern route, 
which was substantially longer, would not be used by the large volume 
of traffic seeking to go to the centre of the city unless severe restrictions 
were imposed on the use of Magdalen Bridge and The High. The 
route now proposed by the City Council was more than a quarter of a 
mile from Christ Church and would not be open to the objections 
raised to the line originally proposed several years ago. If, as seemed 
likely to be practicable (though at some additional cost), the road were 
built in a cutting, the damage to the peace and amenities of the 
Meadow would be reduced. It was essential, in order to protect the 
amenities of the central area of the University from further damage 
and to relieve traffic in The High and at Carfax, that one or other of 
these two roads should be constructed. The question for consideration 
was whether the damage which would be done to amenity by a road 
across the Meadow outweighed the advantages which it would have, 
as compared with the southern route, in diverting traffic from the 
centre of the University. 

In discussion the following points were made : 
(a) If a road were built across the Meadow it should be built in 

a cutting. 
(b) When the Governments decision in principle had been taken 

it would be for the City Council, who had undertaken to accept that 
decision, to submit a modification of their development plan to give 
effect to it. This modification would become the subject of a public 
enquiry and, if the Meadow road were decided upon, this would be 
the stage at which the precise line of the road would be settled and 

A 2 



the detailed steps required to protect any cutting against flooding 
would be examined. 

(c) It was not possible to say at present whether Parliamentary 
proceedings would be needed to secure the land for a road across the 
Meadow. This question turned on whether the Meadow was an open 
space within the meaning of the Acquisition of Land (Authorisation 
Procedure) Act, 1946, and advance enquiries on that point could not 
be made without giving rise to the presumption that a decision in 
favour of that route had already been taken by the Government. It 
would therefore be preferable that a decision of principle should first 
be taken and announced. This decision should, however, be taken 
in the knowledge that, if Parliamentary approval were required for 
an Order authorising the acquisition of land for a road across the 
Meadow, the House of Lords might well decline to approve such an 
Order, and there might then be substantial difficulties over the 
apparent exercise by the House of Lords of an absolute veto on a 
decision taken by the Government. In that event, however, the 
Government could, in the last resort, make its view prevail by 
introducing a Bill and invoking the procedure of the Parliament Act, 
1911. 

(d) Some members of the Cabinet felt that the peace and amenity 
of the Meadow ought not to be disturbed unless all other measures 
to improve traffic conditions in the city had first been tried and had 
failed. The present difficulties might have been avoided if earlier 
action had been taken to encourage the growth of Cowley as a separate 
and self-contained town. This was no longer practicable. Nor would 
it be practicable simply to close Magdalen Bridge to all traffic. 
Restrictions on the use of the bridge might be called for even in 
conjunction with the shorter road, but the time to consider these would 
be when the road had been built and some experience of actual traffic 
conditions had been gained. 

(e) The amenity of the Meadow had been emphasised in 
discussion, but v/hat was really involved was a balance of amenities. 
Preserving the peace of the Meadow had to be weighed against the 
need to improve conditions in the centre of the University, where the 
volume of traffic had already produced serious interference with 
amenities. 

(/) The longer road would involve substantial demolition of 
house property in St. Clements. 

Summing up the discussion the Home Secretary said that it was 
evidently the majority view of the Cabinet that the most important 
consideration was to secure relief from traffic disturbance in the centre 
of Oxford and that it would be right for that purpose to face some 
sacrifice of amenity in the Meadow. This sacrifice could be kept to 
a minimum by building the road in a cutting and by giving careful 
attention to landscaping and lighting. Notwithstanding the difficulties 
to which the decision would give rise in the House of Lords and 
elsewhere, there appeared to be no practical alternative to a road 
across the Meadow. 

The Cabinet— 
(1) Agreed that the Minister of Housing and Local Government 

should invite the Oxford City Council to submit a 
modification to the development plan for the city to 
provide for a road to be built in a cutting across Christ 
Church Meadow. 

(2) Took	 note that the Minister of Housing and Local 
Government and the Minister of Transport, in examining 
the design for the road, would give special attention to 
amenity considerations and in particular would consider 
whether street lighting could be dispensed with. 
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3. The Cabinet had before them a memorandum by the Minister 
of Works (C. (62) 35) about the proposed Government office building 
in Broad Sanctuary. 

The Minister of Works said that he had been asked by the Prime 
Minister to inform the Cabinet about the progress of the scheme for 
constructing Government offices on the site of the old Westminster 
Hospital. Following a decision of the Home Affairs Committee in 
November 1958, a competition had been held for the design of a 
building of modest size behind the line of Matthew Parker Street. 
The result of the competition had been published in the Press and 
the winning design, which had been accepted by the London County 
Council, had met with general approval. Subject to the comments 
of the Royal Fine Art Commission, which were likely to be favourable, 
he proposed to have drawings prepared and to invite tenders. The 
architect was considering the extent to which stone might be used 
in preference to concrete. On such a prominent site it would be 
important to avoid the cracking and discoloration to which concrete 
might be subject, and special care would be given to this point. 

The Cabinet— 
Took note of this statement by the Minister of Works. 

4. The Cabinet had before them a memorandum by the Home 
Secretary (C. (62) 43) on the Governments response to the forthcoming 
report by the Royal College of Physicians on " Smoking and Flealth ". 

The Home Secretary said that this report concluded that a causal 
connexion had now been established between cigarette smoking and 
lung cancer. It recommended that the Government should take 
positive steps to curb the rising consumption of tobacco and especially 
of cigarettes. The measures suggested included better education of 
the public, and especially of school-children, about the dangers of 
smoking, restriction of tobacco advertising and increased taxation on 
cigarettes. There could be little dispute about the need for improved 
publicity, especially for school-children; but the other measures raised 
difficult questions of policy. For this reason the Home Affairs 
Committee, which had considered the report, recommended that 
immediate action should be confined to statements by the Ministers 
of Health and of Education confirming the Governments intention 
to use all channels of health education, including the publication and 
distribution of special pamphlets, to make the conclusions of the 
report known and to discourage smoking on health grounds. The 
other measures suggested might be remitted for further study by a 
group of Ministers. 

In discussion the following points were made : 
(a) It would be difficult to persuade the public that the 

Government seriously wished to discourage smoking if action were 
confined to health education and no positive action were taken by 
the Government, e.g., to restrict the advertising of cigarettes. Strong 
representations in this sense were likely to be made by the teachers. 
I t would be suggested that particular attention should be given to 
advertising directed to young people. 

(b) The advantages of a major advertising campaign by the 
Government were doubtful. I t might well be ineffective unless at the 
same time restrictions were placed on advertising by the tobacco 
manufacturers. If this were not done the Government would appear 
to be entering into an advertising competition with the tobacco 
companies. This would be an expensive, and probably an ineffective, 
venture. 

S E C R E T 
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(c) It would be a new departure in policy for the Government 
to take action to check habits which, indulged in to excess, would 
endanger health. Could such action be limited to smoking? 
Excessive indulgence in alcohol was similarly dangerous to health. 
Was it not arguable that in these matters, once the facts were made 
known, the decision was best left to the judgment of individuals? 

(d) The present revenue from tobacco amounted to over £800 
million a year. Any action likely to lead to a sudden and substantial 
reduction in this figure would need to be considered in its fiscal as 
well as in its political and health aspects. 

(e) It would be desirable for the Minister of Health in dealing with 
supplementary Questions in Parliament to indicate that the 
Government were considering urgently the further measures of 
restriction or control advocated in the report. 

The Cabinet— 
(1) Authorised the Ministers of Health and of Education to make 

statements in the terms set out in Annex B of C. (62) 43 
on the publication of the report of the Royal College of 
Physicians on " Smoking and Health ". 

(2) Invited the	 Home Secretary to arrange for the preparation 
of a statement to be used by the Minister of Health in 
answer to supplementary Questions indicating that the 
Government were studying urgently the further measures 
of control recommended in the report. 

(3) Took	 note that the Prime Minister would arrange for the 
Departments concerned to carry out a detailed study of 
the further measures recommended in the report. 

Housing 5. The Cabinet had before them memoranda by the Minister 
Policy of Housing, the Chancellor of the Duchy of Lancaster and the Chief 
(Previous Secretary, Treasury (C. (62) 33, 45 and 46) on the effect on 
Reference: householders of revaluation for rates in 1963. 
C.C. (61) 46th 
Conclusions, The Minister of Housing said that in estimating the revised 
Minute 6) burdens which would fall on householders as a result of revaluation 
Valuation for rates in 1963 account had to be taken not only of the increased 
for Rating gross value of their properties but of the increased deduction to be 

made from that gross value for repairs and maintenance and, in 
particular areas, of changes in rate deficiency grants. It was now clear 
that over the country as a whole the burden on householders would 
be slightly less than under the present rating system; the burden on 
industry, on the other hand, would be increased by about 43 per cent, 
overall and in certain areas would rise by over 100 per cent. It was 
already known that the Federation of British Industries were preparing 
to mount a campaign to secure some concessions for industry. No 
power had been taken in the Rating and Revaluation Act, 1961, to 
de-rate industrial premises; appeals against individual valuations were 
however permitted and it was to be expected that many firms would 
so appeal. The result of such appeals could affect marginally the 
burden to be placed on householders in the areas concerned. 

Although the burden on householders over the country as a whole 
would not increase, there were ten counties and county boroughs 
where the increase was expected to be more than 10 per cent. The 
two outstanding increases were Bournemouth (27 per cent.) and 
Blackpool (20 per cent.). De-rating in these ten special cases would, 
however, have serious disadvantages. First, it would have to apply 
for the whole of the five-year period irrespective of developments in 
trade or in industry and this might produce inequity in the longer 
term. Secondly, the only effect of de-rating householders would be to 
throw an increased burden elsewhere; in the seaside towns it would 
fall on boarding houses and hotels, which were already in difficulties; 



in other areas it would fall on industrial firms, which would in any 
case be carrying a greatly increased proport ion of the rate. Thirdly, 
once the principle of de-rating had been admitted it would be difficult 
to resist its extension. There would be pressure from places such as 
Manchester, where the increase was now estimated at only 10 per 
cent., to be included in any measures of de-rating. Moreover definite 
decisions would have to be taken to de-rate certain areas before the 
outcome of appeals by industry could be known. These appeals 
could well affect the burden on the householders by a factor of 1 per 
cent. I t might, therefore, happen that in an area not selected for 
de-rating householders might in the event be faced with increases 
amounting to more than 10 per cent. 

The Minister of Housing said that he had examined the possibility 
of assisting householders in the more difficult areas either through 
general grant or through rate deficiency grant but neither course was 
practicable. He would therefore prefer that no measures of de-rating 
should be applied in any area. 

The Chancellor of the Duchy of Lancaster said that he was 
concerned at the degree of political commitment which the 
Government appeared to have accepted to apply de-rating where the 
circumstances warranted it. The implication was that de-rating would 
be applied in order to produced an average result which would be 
fair to everybody. It could not be argued that increases of over 10 per 
cent, in certain areas constituted a fair average when compared with 
no increases at all or even small decreases for the country as a whole. 
It was true that de-rating of householders would put increased burdens 
on trade and industry; but only in the case of householders did the 
rates fall as a direct burden on the individual; in other cases they 
formed part of legitimate business expenses. 

The Chief Secretary, Treasury, said that he saw particular 
difficulty in the proposal to apply de-rating to selected areas only. 
The original expectation had been that the burden on householders 
would increase substantially but that the burden on industry would 
remain broadly unchanged. It now turned out that the burden on 
householders would remain broadly unchanged and that very 
substantial increases would fall on industry. Measures for de-rating 
for householders would greatly increase the difficulty of dealing with 
demands from industrial firms, which were likely to be strongly 
pressed, that special measures of relief should be applied to them. 
Moreover, once the process of de-rating had started it would be 
difficult to bring it under control. The Government would be faced, 
particularly at the end of each five-year period, with demands for 
special treatment which it might be difficult to resist once the precedent 
had been established. 

In discussion the following further points were made: 
(a) It appeared from the figures at present available that the 

burden on shopkeepers would be substantially reduced. This was 
misleading because with the introduction of the new valuations in 
1963 shopkeepers would lose the special 20 per cent, abatement which 
they were now enjoying. 

(b) The problem of de-rating in selected areas would be simplified 
if the limit above which de-rating would apply were set at 12-J per 
cent, instead of 10 per cent. 

(c) It was important to reach and to announce a decision without 
delay, not only because of the volume of work which would be thrown 
on the Inland Revenue but to allay the public anxiety which had been 
caused by speculation in the Press. It would in this context be helpful 
if the Minister of Housing, in answer to a Parliamentary Question, 
could say that it was already clear that over the country a s  \ whole 



there would be no material change in the burden falling on 
householders. K e should at present avoid implying that the 
Government were considering special measures for de-rating in 
particular areas. 

The Cabinet— 
(1) Authorised	 the Minister of Housing to announce in 

Parliament that over the country as a whole there would 
be no material change in the burden falling on 
householders. 

(2) Invited the Minister	 of Housing to consider the implications 
of de-rating in counties and county boroughs where the 
increased burden on householders was expected to be 
more than 124- per cent. 

(3) Agreed to resume their discussion at their next meeting. 

Farm Price 6. The Cabinet had before them a memorandum by the 
Review, Minister of Agriculture (C. (62) 32) about the Fa rm Price Review 
1962-63  f o r  1 9 6 2 . 
(Previous 
Reference: The Minister of Agriculture said that in accordance with the 
C.C. (62) 11th views expressed by the Cabinet in their previous discussion he had 
Conclusions, proposed to the Farmers ' Unions that the increase of 0-8d. per gallon 
Minute 6)  j  guaranteed price for milk which had been agreed last year n t r i e

should be withdrawn and that savings of £8 million on other 
commodities should be secured. The broad effect of these cuts would 
be to reduce the value of the Governments guarantees to agriculture 
by about £14 million. The Farmers ' Unions had pointed out that the 
effect of these proposals would be to cut farm incomes by about £8 
million as compared with the current year. They attached great 
importance to the fact that their costs had risen appreciably in the 
past year and he felt that, if they were to be reconciled to the 
consequences of joining the European Common Market, it would be 
prudent to modify the Governments proposals. If the reduction to 
be achieved in the Review were set at £11 million rather than £14 
million, the farmers might refrain from a full-scale attack on the 
Governments decisions. They could not be expected to accept any 
reduction in the guarantees without protest, but on the basis of a 
reduction of £11 million the protest would be likely to be less violent. 
Such a reduction could be obtained by withdrawing only half the 0- 8d. 
per gallon increase in the price of milk. Withdrawal of only half the 
increase would be criticised abroad but could be justified on the basis 
that withdrawal of the whole would be unreasonable at a time when 
the cost of milk production had risen by nearly Id. per gallon. The 
Exchequer would still be better off to the extent of the £16 million 
which had been mentioned in the Cabinets previous discussion, 
because the burden of increased milk prices would fall on consumers 
and he was not proposing to alter the decision that the general milk 
subsidy should be abolished or to abate the savings proposed on other 
commodities covered by the Review. 

In discussion it was suggested that, in view of the large 
Supplementary Estimate which had recently been presented for 
agricultural support, there would be public criticism of a Review 
which did not make the maximum permissible reduction in 
guarantees. On balance, however, the general feeling of the Cabinet 
was that because of the importance of the adjustments called for if we 
joined the Common Market some slight concession ought to be made 
to the Farmers ' Unions, particularly as this could be done without 
loss to the Treasury. The complaints which would be made on behalf 
of farmers would help to convince other critics of the Governments 



policies that a reduction of £14 million would have been too stringent. 
The proposal to raise the standard of eligibility to subsidy for fatstock 
would be likely to bring about a reduction in Exchequer payments 
which would be out of all proportion to the amount of the adjustment 
itself. There was a case on social grounds for extending the range of 
the Small Farmer Scheme to cover larger farms, but it would be 
prudent to hold this adjustment over for consideration in the following 
year since it seemed likely that this would be one of the forms of 
adjustment permissible under Common Market arrangements. 

The Cabinet— 
Decided that in the Farm Price Review for 1962, the 
Government should withhold 0-4d. per gallon of the 0-8d. 
increase which had been agreed for milk in the previous 
year's review and should secure £8 million savings on 
commodities other than milk. 

Cabinet Office, S.W.1, 
6th March, 1962. 
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 3 SECRET

C.C. 20 (62) 

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

Smoking 
and 
Health 
(Previous 
Reference: 
C.C. (62) 19th 
Conclusions, 
Minute 4) 

Disarmament 
(Previous 
Reference: 
C.C. (62) 19th 
Conclusions, 
Minute 1) 

General 

2. The Cabinet were informed that, since their discussion on 
6th March, the Chancellor of the Exchequer had developed misgivings 
about the terms of the replies (set out in Annex J3 of C. (62) 43) to be 
given on 12th March to Parliamentary Questions on the Report of 
the Royal College of Physicians on " Smoking and Health ". He 
feared that, if the Government publicly committed themselves to a 
policy of " discouraging " adults from smoking, this might prejudice 
the consideration, which the Cabinet had agreed to be necessary, of 
the further measures contemplated in the Report. In this connexion 
he had been impressed by the statement, in paragraph 11 of the note 
by officials annexed to C. (62) 43, that a publicity campaign designed 
to discourage smoking was unlikely to be successful unless the 
Government were seen to be taking in addition such other measures 
as lay in their power to reduce smoking. 

After discussion it was agreed that it would be preferable that 
the Government should not at this stage appear to be assuming a 
responsibility for " discouraging" adults from smoking. The 
communication to be addressed to local health authorities should 
therefore invite them to use all channels of health education " to 
make the conclusions of the Report known and to make clear to the 
public the dangers to health of smoking, particularly cigarette
smoking ". The reply to be given by the Minister of Health to 
Parliamentary Questions on 12th March should be phrased 
accordingly. 

The Cabinet— 
(1) Agreed that the Government should not at this stage	 appear 

to be assuming a responsibility for " discouraging" 
adults from smoking. 

(2) Agreed that the advice to be given to local health authorities 
on the Report by the Royal College of Physicians, and 
the reply to be given by the Minister of Health to 
Parliamentary Questions on this subject on 12th March, 
should be in terms of making the conclusions of the 
Report known and making clear to the public the dangers 
to health of smoking, particularly cigarette-smoking. 

3. The Cabinet had before them a note by the Foreign Secretary 
(C. (62) 48) covering a memorandum by the Minister of State for 
Foreign Affairs on the forthcoming meeting of the 18-Power 
Disarmament Committee in Geneva. 

The Minister of State for Foreign Affairs said that the Conference 
would begin with a general debate, which might continue for about 
a fortnight. This would be followed by the discussion of specific 
proposals. It was hoped that the United States Government would 
be prepared to put forward a substantial set of proposals. They had 
not yet disclosed the nature of these, but they were expected to 
include proposals for a reduction of strategic nuclear delivery vehicles 
and of major items of conventional armament, positive proposals on 
verification, the cessation of production of fissile material for military 
purposes, the transfer or destruction of stockpiles of fissile material 
and safeguards against the transfer between nations of fissile material 
for military purposes. Additional proposals might be included, 
partly for presentational purposes, on measures to reduce the danger 
of surprise attack and on non-aggression declarations. There was 
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some prospect that progress might be made on the basis of a scheme 
for random-sample inspections of zones in each country. If such a 
scheme were not accepted by the Soviet Union it might still be 
possible to reach understandings based on the inspection of defined 
categories of weapons or on an offer to secure destruction of weapons 
on a one-for-one or a percentage basis. Proposals on these lines had 
in the past been made by Soviet representatives and they might 
therefore find it difficult to reject them. In the preliminary 
discussions among Western Foreign Ministers, which would open on 
11th March, an attempt would be made to discuss not only a nuclear 
test treaty but also other points which might be put to the Soviet 
Foreign Minister on the following day and later to the Conference 
itself. These might cover inter alia the prohibition of transfer of 
nuclear weapons to States not possessing them. 

In discussion of the general pattern of the Conference the 
following points were made: 

(a) The Foreign Secretary should feel free to express firm support 
for the widest measure of disarmament. Until he was aware of the 
specific proposals to be put forward by the United States Government 
it was difficult to assess how far it would be prudent to go in the 
general debate, but we should make it clear that our long-term 
objective was complete disarmament and should seek to ensure, by 
stating our principles without undue qualification, that the Soviet 
Government did not score a propaganda success by representing 
themselves as the only Government which was prepared to support 
complete disarmament. 

(b) Even if there were general and complete disarmament, it 
would still be permissible to retain national forces for internal security 
purposes, including the internal security of dependencies overseas. 
External security would then be protected by a strong international 
force. In this connexion it should be kept in mind that the forces 
which could be retained by the Soviet Government for internal 
security purposes would be strong enough to threaten aggression 
against neighbouring countries. 

(c) The idea of random-sample inspections should be vigorously 
pursued. 

The Cabinet— 
(1) Took	 note of the statement made by the Minister of State 

for Foreign Affairs. 

The Cabinet then considered the implications of proposals 
relating particularly to nuclear weapons. 

The Prime Minister said that he did not think it would necessarily 
be in our best interests to support without qualification a declaration 
designed to prevent the transfer of nuclear weapons to States not 
already possessing them. The object of such a declaration was, no 
doubt, to show that Western Germany would not be given nuclear 
weapons. But it might also prevent any transfer between this country 
and France ; and such a transfer, though not in immediate prospect, 
might become desirable as discussions evolved about the European 
Common Market . The French Government might regard such a 
declaration as aimed at them and, as there was no obvious advantage 
in making it—there was, for example, no likelihood that the Soviet 
Union would transfer nuclear weapons to the Chinese Peopled 
Republic—he wondered whether we should associate ourselves with 
the proposal. It would be useful t o have an appraisal of the probable 
French attitude on this point. 

The Prime Minister said that he hoped the United States 
authorities would feel able to accept the conclusion now reached by 
British scientists, that national systems of detection would suffice to 
identify nuclear test.; explosions, whether in the atmosphere or 
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underground. If these could be combined with an international 
organisation responsible for inspection, and for verification of reports 
submitted by the national detection systems, the substance of the 
Soviet objections to inspection on grounds of espionage might be met. 

In discussion it was noted that the United States authorities had 
not yet accepted the conclusion of British scientists on this point and 
it would be difficult to convince them. They were now thinking in 
terms of requiring inspection not only of test explosions but also of 
preparations for tests; and the prospect of agreement on detection 
and inspection arrangements might be receding. The Soviet 
Government had rejected inspection proposals of a similar kind some 
time ago. 

The Cabinet— 
(2) Invited the Foreign	 Secretary to submit an appraisal of the 

attitude of the French Government to a declaration 
against the transfer of nuclear weapons to States not 
already possessing them. 

4. The Colonial Secretary said that in the Kenya Constitutional 
Conference little progress had yet been made in resolving the widely 
differing views held by the Kenya African National Union (KANU) 
and the Kenya African Democratic Union (KADU). K A N U 
favoured a centralised form of government: their detailed proposals 
included a Bill of Rights and safeguards for tribal and regional 
interests, but provided no effective safeguards for the European 
settlers. K A D U on the other hand started from the proposition that 
the only acceptable solution would be a decentralised or federal form 
of government. Their proposals involved substantial delegation of 
power to regional administrations and an upper chamber in the 
central legislature elected in such a way that it would be representative 
of regions rather than of political parties. U p to the present it had 
not been possible to bring the two parties to combine their efforts in 
the search for a compromise acceptable to both. K A D U , in 
particular, had been unwilling to consider any variation of their 
proposals. There were, however, signs that both parties were coming 
to realise that, if constitutional advance in Kenya was to be achieved, 
some means must be found of breaking the deadlock between them. 
The next week of the Conference might bring some progress, but it 
was too early to forecast the form which any final proposals might 
take. 

In a more general context there were signs of some division 
within K A N U . The fears which had been expressed at an earlier 
stage about the danger of domination by the Kikuyu were increasing 
and the moderate group led by Mr. Mboya seemed to be strengthening 
its position. It was conceivable that some agreement might be 
reached between this moderate group and the K A D U delegation; 
and, if this happened, the extreme group under Mr. Kenyatta would 
be isolated. It was also significant that neither of the main African 
parties to the Conference had yet made an issue of the date for 
Kenya's independence. It could perhaps be deduced from this that 
they were beginning to realise the immense difficulties which would 
face them in getting any new constitution to work and that they had 
tacitly accepted the need for a rather longer period of self-government 
before independence. 

In discussion the following points were m a d e : 
(a) Although every effort had been made to impress on all parties 

to the Conference the critical economic situation of Kenya and the 
urgent need to re-establish confidence in its future, in order to 
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encourage investment, there was no sign that these considerations 
were carrying any weight with the African delegations. Their 
attention was focused entirely on constitutional, political and racial 
issues and they seemed to assume that in the event the necessary 
economic aid would be forthcoming. 

(b) The resettlement of landless Africans on the smaller 
European farms was a main objective for both K A N U and K A D U . 
It would be prudent to assume that the United Kingdom Government 
might be obliged to finance a reasonable programme of land 
transfer in this sector if any constitution was to command African 
acquiescence. The Africans did not, however, seem to attach the 
same importance to a transfer of the larger estates to African 
ownership; they recognised the contribution which efficient 
management of these estates was making to the economy of the 
country. 

(c) In general the most acceptable outcome for the Conference 
would be the largest degree of regional devolution compatible with 
Kenya's resources. It must, however, be recognised that regional 
government would be more expensive and that Kenya would in any 
case be inheriting an administration more elaborate and more costly 
than its economy could hope to support unaided. 

(d) If the period of self-government in Kenya were extended, as 
now seemed probable, it would be necessary to retain British troops 
in the territory for longer than had been assumed and account should 
be taken of this in current deployment plans. 

(e) The most that could be hoped for at this stage was an 
agreement in the Constitutional Conference on the broad principles 
on which a detailed constitution could be drawn up. It v/ould be 
necessary to hold a further conference, or to appoint a special 
commission, to draft the constitution itself. This would impose a 
further delay before the attainment of full independence. 

The C a b i n e t 
(1) Invited the	 Colonial Secretary to circulate a memorandum 

indicating the kind of agreement on constitutional 
principles, acceptable to the United Kingdom 
Government, which the Constitutional Conference might 
be brought to adopt. 

(2) Invited the	 Colonial Secretary to circulate a memorandum 
showing how the European land interests in Kenya were 
divided between the larger commercial estates and the 
smaller mixed farms whose transfer to African ownership 
was likely to be demanded. 

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

5. The Cabinet resumed their discussion of the possible 
de-rating of areas where the increased burden on householders in 
1963 was expected to be substantially above the national average. 

The Minister of Housing said that to raise the level above which 
de-rating might be applied from 10 per cent, to 124; per cent, would 
reduce the number of areas affected to eight, excluding the Isles of 
Scilly to which special considerations applied. This would not, 
however, remove the objections of principle which he still saw to 
de-rating in any area. De-rating would merely transfer the burden 
from householders to other categories, particularly to hotels and 
boarding-houses, which had been badly hit by a depression in trade, 
and to industrial firms, which were already facing an average increase 
of 43 per cent, in their proportion of the rates. Moreover, once 
special measures had been applied to householders in any area, it 
would be more difficult to resist appeals from industry for special 



treatment. The percentage increase in the burden to be borne by 
householders was not a true measure of their contribution to the 
rates. It should not be overlooked that in some of the areas for 
which de-rating was now proposed the rates were only 14s. or 15s. in 
the pound as compared with a national average of over 20s. 

In discussion the following points were made : 
(a) It could be argued that the Government had committed 

themselves to apply de-rating if the results of the 1963 valuation 
showed a very marked increase. As against this it had been generally 
assumed at the time when the undertaking was given that the burden 
on householders generally would rise substantially and it had been 
suggested, against this background, that de-rating would be 
considered if the increase exceeded 33% per cent. The present 
situation was quite different; the burden on householders generally 
would not be increasing and even in the particular areas now under 
discussion the maximum increase was only 27 per cent, and that in an 
area where rates were low. In these circumstances it could be argued 
that the Government had no obligation to afford special relief to 
householders in these areas. 

(b) Strong representations against the new valuations were to be 
expected from industry, and by making even a small number of 
exceptions for householders the Government would make it more 
difficult to argue that no exceptions at all should be made for industry. 
The fact that no power had been taken in the Rating and Valuation 
Act, 1961, to de-rate industrial premises would not be accepted as 
a conclusive argument. 

(c) The object of the new valuation had been to produce a fairer 
redistribution of the burden of rates. It was only to be expected that 
in moving over to the new basis there should be substantial variation 
between districts. To alter arbitrarily the results produced in certain 
areas would be to reintroduce that element of unfairness which it had 
been the object of the new system of valuation to remove. 

The Prime Minister said that the issues were nicely balanced and 
he would wish to consider them further with some of his colleagues 
before inviting the Cabinet to take a final decision. 

The Cabinet— 
Took note that the Prime Minister, in consultation with the 
Home Secretary, the Chancellor of the Duchy of Lancaster, 
the Minister of Labour and the Minister of Housing, would 
consider this question further before inviting the Cabinet to 
take a final decision. 

Cabinet Office, S.W. 1, 
8th March, 1962. 
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* 1 . The Prime Minister said that he had been reviewing, in 
consultation with the Ministers concerned, the distribution of 
Ministerial responsibility for the Federation of Rhodesia and 
Nyasaland and its constituent Territories. It had been recognised 
for some time that the existing division of responsibility, between the 
Commonwealth Secretary and the Colonial Secretary, had enhanced 
the intrinsic difficulties of the problems of the Federation and had 
placed a serious strain on the working of the Cabinet system. 
Constitutional development in the Rhodesias and Nyasaland had now 
been carried to a stage at which the affairs of the Federation and its 
constituent Territories could appropriately be brought under the 
control of a single Minister. In agreement witi the other Ministers 
concerned, the Home Secretary had undertaken to assume this task. 
Accordingly, from 19th March, the responsibilities of the 
Commonwealth Secretary for the Federation and Southern Rhodesia, 
and those of the Colonial Secretary for Northern Rhodesia and 
Nyasaland, would be transferred to the Home Secretary. The staffs 
dealing with these matters in the Commonwealth Relations Office and 
the Colonial Office would be brought together in a single unit reporting 
to the Home Secretary through a senior official specially appointed 
for that purpose. An announcement to this effect would be made in 
Parliament on 15th March. 

The Prime Minister said that the Cabinet would be grateful to the 
Home Secretary for undertaking this difficult task at a critical stage 
in the development of the Federation. He was doing so with the 
good will of the two Secretaries of State who had hitherto shared this 
burden between them. He could count on their support and on that 
of the Cabinet as a whole. 

The Commonwealth Secretary and the Colonial Secretary
expressed their agreement with the reorganisation proposed by the 
Prime Minister. 

The Home Secretary said that he would assume this new 
responsibility as a public duty, with a keen sense of the difficulty of 
the problems which faced the Federation and its constituent 
Territories. He would need the assistance and support of his Cabinet 
colleagues in dealing with those problems; and it would be his 
intention to keep them fully informed of the situation as it developed. 

The Cabinet— 
Took note with approval of the Prime Ministers statement 
on the redistribution of Ministerial responsibility for 
relations with the Federation of Rhodesia and Nyasaland 
and its constituent Territories. 

2. The Prime Minister said that since the Cabinefs meeting on 
8th March he had discussed with the Ministers immediately concerned 
the possibility of providing special relief for householders in certain 
areas when new valuations for rating were introduced in 1963. He 
had come to the conclusion that in all the circumstances the balance 
of advantage lay against this course. Even in areas where the average 
increase in valuation might be comparatively low certain householders 
would still be carrying a substantially increased burden. The limited 
measure of de-rating proposed would provide them with no relief and 
would create a feeling of injustice. Secondly, the effect of de-rating 
in the seaside towns, particularly Bournemouth and Blackpool, would 

Previously recorded in a Confidential Annex. 
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be to increase the burden carried by hotels and boarding houses; and, 
as they were already suffering from a depression in trade they would 
raise strong objection to the imposition of this extra rate burden. 
Thirdly, these were areas in which the level of rates was well below the 
national average. 

The Cabinet— 
Agreed that no counties or county boroughs should be 
de-rated when the new valuations for rating were brought 
into force in 1963. 

3. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (62) 47) setting out the arguments 
for and against reintroducing building licensing. 

The Chancellor of the Exchequer said that the Governments 
control over public investment was imperfect because decisions in the 
public sector could be frustrated by lack of control over investment 
in the private sector, which accounted for three-fifths of all new 
constructional work. It could be argued that Government control 
over building in the private sector would strengthen the country's 
defences against inflation. It could also be argued that a control 
over building starts would limit the waste of resources due to 
lengthening periods of construction. On the other hand, there was 
evidence of improving efficiency in the building industry and the 
volume of new orders was declining. This would therefore be a bad 
time to reintroduce licensing, which would have a depressing effect 
on the industry. Direct controls, moreover, would be both difficult 
and expensive to administer. The better policy would be to seek by 
all possible means to improve the efficiency and expand the capacity 
of the construction industries. The general view taken in preliminary 
discussion in the Economic Policy Committee had been that the 
balance of argument was against the reintroduction of licensing. 

In discussion the following points were made: 
(a) Building licensing had been suggested as a means of relieving 

overload on the industry which had seemed likely, because of high 
prices and long periods of construction, to inhibit the Governments 
slum clearance policies, particularly in the Midlands and North . But 
recent investigations had shown that the industry was not overloaded, 
save possibly in a few areas; and as it now seemed possible to make 
a start with a programme of slum clearance it would not be right to 
found a case for licensing on the requirements of local authority 
housing. 

(b) There was a special local problem connected with office 
building in city centres. This had been considered in a preliminary 
way by the Home Affairs Committee and had been remitted to the 
Economic Policy Committee, who would examine proposals for 
dealing with it. 

(c) There were also regional problems arising from the heavy 
concentration of employment in certain parts of the country, 
particularly the South-East, where overloading of the building 
industry was most evident. In Scotland, on the other hand, much 
more employment was required, as had been shown in the Report of 
the Committee of Enquiry into the Scottish Economy under the 
Chairmanship of Mr. J. N. Toothill. The study by officials of these 
problems of employment distribution should be pressed forward. If 
measures could be devised to spread the load more evenly, the 
economy of the country as a whole would benefit. 

(d) The building industry had recently established a council 
which it was hoped would co-operate effectively with the Building 
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Research Station and other agencies interested in improving the 
efficiency of the industry. The Report of the Committee on the 
Construction Industries under the Chairmanship of Sir Harold 
Emmerson, which had recently been received, would provide a basis 
for technical discussions and the industry might be brought to accept 
measures, including reduction in the period of apprenticeship, for 
increasing the supply of skilled labour. One point for consideration 
would be whether competition between major constructional projects 
could be limited by regional or local co-ordination. Standardisation 
of designs and constructional techniques would also contribute 
towards efficiency. 

(e) Monetary measures were not the best instruments for dealing 
with problems which were local and regional in character. More 
selective instruments of policy were required for these purposes. The 
Government should therefore consider the possibilities of selective 
controls both for building and for imports. A more positive policy 
on monopolies and restrictive practices was also needed. A difficult 
balance had to be maintained between individual freedom and the 
operation of market forces on one hand and over-reliance on State 
intervention on the other. But it was possible that the time had now 
come to ensure closer control by the State of activities which might 
damage the efficient working of the economy. 

The Cabinet— 
(1) Agreed that it would be inappropriate to reintroduce	 building 

licensing for the time being. 
(2) Invited the	 Chancellor of the Exchequer to consider, in the 

light of their discussion, how far control over the economy 
could be improved by instruments which would be selective 
in their effect and could be applied to particular industries 
or particular areas. 

Works	 of Art 4. The Chief Secretary, Treasury, said that during the previous 
Leonardo month the President of the Royal Academy had informed the Prime 
Car toon Minister that, in order to ensure their financial independence, the 

Academy had decided to sell the Leonardo da Vinci cartoon for his 
picture of The Virgin and Child with St. John the Baptist and Saint 
Anne. Before offering it for public aution the Academy had thought 
it right to give the Government the opportunity of buying it at a 
figure which might be less than the price which it would realise at 
auction. The Prime Minister had replied that the Government were 
not prepared to buy the picture. The Academy had now announced 
their intention to sell it at auction, and public pressure was building 
up for some action to acquire it for the nation so as to prevent it 
from passing into foreign hands. Dr. B. Stross, M.P., and 
Sir Hamilton Kerr, M.P.. would be seeing the Chancellor of the 
Exchequer that afternoon and Questions about the attitude of the 
Government had been put down for answer by Treasury Ministers 
on 22nd March. 

Discussion showed that there was general agreement in the 
Cabinet that the Government should not at this stage indicate any 
readiness to subscribe any substantial sum of money towards the 
purchase of this picture. Nor should they give any official 
encouragement for the establishment of a public fund towards its 
purchase. If such a fund were started by private initiative, and if a 
substantial proportion of the probable purchase price were raised by 
that means, the Government might have to consider at a later stage 
whether some Exchequer contribution would be justified. Meanwhile, 
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however, it would be preferable to leave an interval for the expression 
of public opinion on the means by which the picture could best be 
acquired for the nation. 

The Cabinet— 
(1) Agreed	 that Ministers should for the present refrain from 

expressing any view on the means by which the Leonardo 
cartoon might best be acquired for the nation. 

(2) Agreed to resume their discussion	 of this question at a later 
meeting. 

5. The Lord Privy Seed said that the Russians had resumed their 
attempts to interfere with Western use of the air corridors into West 
Berlin. They were dropping metal strips, with a view to obstructing 
the use of radio and radar ; and they had given notice that Soviet 
aircraft would operate in the corridors between 7,000 and 10,000 ft. 
General Norstad had in these circumstances been given authority to 
arrange for limited use of the corridors by Western aircraft at heights 
above 10,000 ft. 

In discussion it was noted that, in spite of provocation from the 
United States authorities in Berlin, General Norstad was showing 
commendable restraint in handling this situation. 

The Cabinet— 

Took note of this statement. 


6. The Chief Secretary, Treasury, informed the Cabinet of the 
present state of the negotiations with the Federal Government of 
Germany for relief from the foreign exchange cost of maintaining 
British forces in Germany. The cost at present amounted to 
£73 million a year in foreign exchange. At the opening of negotiations 
the Federal Government had been thinking in terms of providing half 
this amount, largely by way of increased arms purchases, but it had 
been made clear to them that so low an offer would be unacceptable. 
As compared with our original request for relief amounting to the 
equivalent of £63 million a year, it had now been suggested to the 
Federal Government that a contribution of the equivalent of £55 
million a year for two years or more might be acceptable. 

The Chief Secretary, Treasury, said that he had been informed 
that the Federal Government were prepared to make a serious effort 
to reach this figure. It would not be easy for them because of the 
extent to which they had already committed themselves to the purchase 
of United States equipment, but he had been impressed during his 
discussions by the anxiety of the Federal Ministers concerned to reach 
an acceptable settlement. Assuming that their efforts were successful 
and that the German contribution, largely in terms of arms purchases, 
reached a figure of £55 million a year for a period of at least two years, 
the next step would be to report the outcome of the negotiations to 
the North Atlantic Council. He asked for the authority of the Cabinet 
to accept a German offer of the equivalent in foreign exchange of 
£55 million (DM.600 million) a year for a minimum period of two years 
as constituting a reasonable contribution to our foreign exchange 
problem. 

In discussion it was pointed out that the true value of such an 
offer would be less than £55 million, since the equipment to be 
purchased contained elements which had involved expenditure of 
foreign exchange in the first instance: only the conversion value of the 
equipment could be reckoned as a direct contribution to our foreign 



exchange problem. It would also be right to re-emphasise in any 
discussion of the German offer the fact that we were paying in 
Germany, not only for our own troops, but for the large numbers of 
German civilians employed in their administrative support. 

The Cabinet— 
Authorised the Chief Secretary, Treasury, to accept relief by 
the Federal Government of Germany amounting to £55 
million (DM.600 million) a year for a minimum period of 
two years as constituting a reasonable contribution to the 
foreign exchange cost of maintaining British forces in 
Germany. 

Cabinet Office, S.W.1, 
13th March, 1962. 
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 1. The Prime Minister said that little progress had been made 
 in the Disarmament Conference at Geneva. The future course of 
 the Conference would probably turn on the final attitude of the 

 Soviet Government towards the principle of inspection or verilica
tion. To a nuclear tests agreement, at any rate, this was crucial; 
and, if the Conference were to break down on this issue, it would be 
important that the Western Powers should be in a position to 
demonstrate that the Soviet Government had been unwilling to 
accept any proposals, however reasonable, for international 
verification of' their compliance with the terms of an agreement. 

The Prime Minister said that he hoped to be in a position to 
make a fuller report on this question at the next meeting of the 
Cabinet. 

 2. The Cabinet had before them a note by the Chancellor of 
 the Exchequer (C. (62) 52) covering a draft of Par t I of the 

Economic Survey, 1962. 
The Chancellor of the Exchequer said that, while the value of 

publishing an annual economic survey was open to doubt, he 
thought it necessary to present one for 1962 in substantially the same 
form as had been adopted in recent years. The draft which he had 
circulated was limited to Par t I of the text proposed for publication. 
The first half of this draft summarised the main events of economic 
importance in 1961: the second half gave tentative forecasts of 
economic developments in the remainder of the current year and 
suggested the main objectives of Government policy. Par t II of the 
Survey would contain a detailed analysis of economic developments 
in 1961. The draft of Par t I had already been amended to take 
account of suggestions made by the Economic Policy Committee. 
He proposed that, subject to further consideration of drafting 
points, the Survey should be published on 4th April. 

Discussion showed that there was a general feeling in the 
Cabinet that annual economic surveys, though possibly of some 
limited value to writers on financial and economic subjects, had 
ceased to have much general value. If a survey must be published 
in 1962, it should, if possible, be the last; and other means should 
be considered of securing publicity for comparable material in 
future years, possibly through the National Economic Development 
Council. The wording of the first half of the draft annexed to 
C. (62) 52 should be reconsidered. The first two paragraphs could 
be omitted altogether, if a suitable reference were included 
elswhere (perhaps in paragraph 17) to the United Kingdonvs 
application for membership of the European Economic Community. 

The Cabinet— / 
Subject to further consideration of drafting amendments, 
approved for publication on 4th April the draft of Part I 
of the Economic Survey, 1962, which was annexed to 
C. (62) .52. 

*3. The Cabinet had before them a memorandum by the 
Prime Minister (C. (62) 51) on the Report of the Committee 
appointed in May 1961 under the chairmanship of Lord Radcliffe to 
review security procedures and practices in the public service. 

The Prime Minister recalled that the immediate occasion for 
the appointment of the Radcliffe Committee had been the public 
anxiety aroused by the results of two espionage trials (the Port land 

* Previously recorded in a Confidential Annex. 



case and the Blake case) in which Government employees had been 
convicted of communicating secret information to agents of the 
Soviet Government. The Committee had been invited to review 
the security procedures and practices in the public service in the 
light of those convictions. They had been given the fullest access to 
all relevant material, including the Repor t of the earlier Committee 
under the chairmanship of Sir Charles Romer which had investigated 
the circumstances of the Port land case. In addition, they had 
themselves carried out a corresponding investigation into the Blake 
case. While they were sitting criticisms had been voiced in the 
House of Commons about the operation of the " D " Notice system 
for regulating the publication of defence information, and they had 
been asked to include this among the subjects of their enquiry. 
Accordingly, they had presented their Repor t in three separate parts 
—the first dealing with security procedures in the public service 
generally, the second examining the special problems of the Blake 
case, and the third commenting on the operation of the " D " Notice 
system. 

The Report had been considered by the Ministerial Committee 
on Security, who had agreed that all its recommendat ions could be 
accepted. They had also concluded that there would be advantage 
in making public a substantial proport ion of that part of the Report 
which was concerned with security procedures in the public service 
generally. The main theme of this part of the Report was the need 
for continual vigilance against espionage: it was not enough to 
ensure that Communists or Communist sympathisers were not 
employed in positions in which they could have access to secret 
information: the main danger came, not from the Communist Party 
in this country, but from the intelligence services of the Soviet bloc 
who, in their choice of agents, did not confine themselves to people 
who accepted the Communist ideology: for this reason physical 
precautions, such as the safeguarding of premises and documents, 
were as least as important as personnel security. It was desirable 
that as much as possible of the philosophy and reasoning of this 
par t of the Report should be made public. For , while it illustrated 
the danger of the espionage threat, it also demonstrated the difficulty 
of countering it effectively in a free society. Publication would 
therefore help to secure a better public understanding both of the 
importance of the security problem and of its difficulties. 

Copies of the Repor t had been shown, in confidence, to the 
Leader of the Opposition and three senior Privy Councillors of his 
party. These Opposition leaders had welcomed the proposal to 
publish a substantial p ropor t ion of the part of the Repor t which 
dealt with security procedures in the public service generally. They 
had also favoured publication of the third section of the Report , 
dealing with " D " Not ices; and it had been ascertained that the 
Press members of the standing committee through which the system 
of " D " Notices was operated were also disposed on the whole to 
favour publication of this part of the Report . The Opposition 
leaders had, however, agreed that, in view of the nature of the duties 
on which Blake had been employed, it would be contrary to long
standing convention to publish that par t of the Repor t which was 
directly concerned with the Blake case. In the light of these 
consultations the Ministerial Committee on Security had supervised 
the preparation of a draft White Paper (annexed to C. (62) 51) which 
included the greater part of those sections of the Repor t which 
dealt with security procedures in the public service generally and 
with the " D " Notice system. This draft White Paper followed, as 
nearly as possible, the wording of the Repor t itself: the changes 
made were almost entirely changes of omission. A number of these 
changes arose from the need to delete references to specially secret 
establishments, details of foreign intelligence services and 
descriptions of counter-measures. But, in addition, three larger 
omissions had been made on grounds of public policy: 
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(i) N o reference was made in the draft White Paper to the 
procedure of normal vetting. This was a covert process, carried out 
without the knowledge of the individual concerned. While it had 
been incidentally mentioned in Parliament on a few occasions, the 
nature and extent of the procedure had never been fully disclosed. 

(ii) The draft White Paper did not include a chapter of the 
Report which discussed whether Communists should be completely 
excluded from the public service. The Radcliffe Committee 
themselves were divided on this issue and made no recommendation 
on it. 

(hi) The Ministerial Committee on Security had also decided 
to exclude from the draft White Paper a chapter of the Report 
which considered the problem of Communist penetration of Civil 
Service staff associations. The situation disclosed by this chapter was 
disquieting and certainly called for urgent action. But the 
Ministerial Committee were satisfied that some of the remedies 
suggested by the Radcliffe Committee (including the institution of 
" house unions " in certain secret establishments) were impracticable. 
They also considered that disclosure of the extent of Communist 
penetration of these associations would shock public opinion in this 
country and, even more, in the United States. Steps should 
certainly be taken with a view to reducing the number of 
Communist officials in these staff associations; but for this purpose 
a carefully prepared plan of practicable action was needed. This 
was now in preparation, but further time was required to complete 
it. The Ministerial Committee were satisfied that the chances of 
carrying it through with success would be prejudiced by premature 
publication of this chapter of the Radcliffe Committee's Report. 

The Prime Minister said that in these circumstances he sought 
the Cabinet's approval for the publication of a White Paper in the 
terms of the draft annexed to C. (62) 51. 

In discussion the following points were raised: 

(a) Serious concern was expressed about the extent of 
Communist penetration of Civil Service staff associations. The 
balance of advantage doubtless lay against publishing the full details 
disclosed by the Radcliffe Committee. Urgent action should, 
however, be taken with a view to reducing the number of 
Communists employed as officials of these associations. As part 
of this operation, means should be sought of ensuring that the 
members of these associations were aware of the extent to which 
their interests were being represented by Communists. 

(b) Further thought should be given to the possibility of 
preventing the disclosure in the Press of secret information relating 
to military operations or equipment. It was arguable that the 

;public interest would be better served if, instead of issuing '  D " 
Notices which covered a wide field but were not uniformly observed, 
a stricter system of enforcement could be applied to a smaller range 
of vital information. If an alternative system could be devised on 
these lines, a successful prosecution under the Official Secrets Act 
would set a salutary example. The Prime Minister suggested that 
the Ministers directly concerned with this problem might submit 
proposals for examination by the Ministerial Committee on 
Security. 

(c) It had been contemplated that the White Paper might be 
presented to Parliament on 27th March. In view of the 
Parliamentary time-table it would be preferable that its presenta
tion should be delayed until 3rd April. 



Kenya 
Consti tutional 
Conference 
(Previous 
Reference: 
C.C. (62) 20th 
Conclusions, 
Minute 4) 

The Cabine t— 
(1) Agreed	 that the recommendations made in the Repor t of 

the Radcliffe Committee should be adopted. 
(2) Invited	 the Prime Minister to arrange for a White Paper in 

the terms of the draft annexed to C. (62) 51 to be 
presented to Parl iament on 3rd April. 

(3) Took note that the Ministerial Committee on Security would 
consider any proposals which might be put forward by 
the Ministers concerned for preventing disclosure in the 
Press of secret information relating to military operations 
or equipment . 

4. The Cabinet had before them a memorandum by the 
Colonial Secretary (C. (62) 53) on developments in the Kenya 
Constitutional Conference and the possible courses of action now 
open to the Government . 

The Colonial Secretary said that the Conference had been 
unable to reach agreement on a constitution for self-government 
in Kenya and the delegations from Kenya were now looking for a 
lead from the Uni ted Kingdom Government . He proposed to put 
to them the outlines of a constitution which struck a balance between 
the proposals by the Kenya African National Union (KANU) for a 
strong Government at the centre and those of the Kenya African 
Democratic Un ion ( K A D U ) for a federal system of government. 
The details of any such compromise constitution would have to be 
worked out later with the active participation of both the main 
African parties. This could best be secured within a coalition 
Government, headed by an official, which would have the framing of 
the new consti tution as its main task and would be more of a 
constituent assembly than a normal Government . If the constitution 
could be agreed in this way, elections would be held under it, 
possibly at the end of 1962, and the period of self-government 
leading to independence would then begin. 

The least palatable feature of these proposals was that it would 
be necessary to include Kenyat ta in the coalition Government. If, 
however, he joined such a Government, he would find it more 
difficult to satisfy his extremist followers, and the moderate element 
in the K A N U party might gain greater influence. Whatever course 
was now adopted a serious security situation might well arise and 
there could be no question of withdrawing British troops from 
Kenya. 

The Colonial Secretary said that he also envisaged a larger 
programme of resett lement of landless Africans who in present 
circumstances presented the gravest threat to security. It would be 
necessary to purchase European farms and to equip them for African 
use.. It was likely in any event that some of the European farmers 
would leave the country and claim compensat ion; and in the absence 
of any scheme of African land-settlement fighting would be likely 
to break put for possession of the deserted farms. 

In discussion the following points were m a d e : 
(a) One possible course would be to adjourn the Conference, 

announce that it would be reconvened in, say, six months ' time, and 
continue the present Government in office. The objections to thi? 
were that it would be likely to lead to early outbreaks of violence, 
since there would be no restraint on the extremists; that it would 
be a wholly negative policy; and that all the delegations to the 
Conference (including the representatives of the European settlers) 
and the Governor were strongly in favour of an attempt to bring in 
a coalition Government at this i;tage. 
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(b) The hopes originally entertained that Mr. Kenyatta 's 
influence would decline once he had been released from confinement 
had not been fulfilled. He could not be relied upon to honour any 
undertakings or to respect any constitution if he once attained full 
power. I t could therefore be represented as unprincipled as well 
as dangerous to offer him any position of responsibility. On the 
other hand it would not be practicable at the present stage to 
contemplate the formation of a coalition Government without him. 
H e was still the acknowledged leader of his party, and his political 
influence was still considerable. His powers were, however, 
declining; and if he took office in a coalition Government his capacity 
to cause trouble would probably be less than if he were free to act 
independently. Even the representatives of the European settlers 
now accepted the impossibility of excluding him. 

(c) It would not be easy to form a coalition Government, and 
the attempt might well fail. F rom some points of view this might 
be an advantage, particularly if the failure came about in such a 
way as to divide the extremist from the moderate element in the 
K A N U party. If such a division in K A N U led to a substantial 
weakening of their general position in Kenya it might be possible 
to encourage K A D U to continue in office at least for the time being 
and to entrust to them the task of working out the details of the 
new constitution, possibly with the assistance of the moderate 
element in K A N U . These possibilities could not, however, be 
seriously discussed until the attempt to form a coalition Government 
had been made and the likelihood of success or failure could be 
judged more accurately. 

(d) The financial implications of a large resettlement 
programme would need careful examination. Considerable 
expenditure would be involved and it would not be easy to frame the 
resettlement proposals in such a way that they did not lead 
inevitably to demands for compensation from the European 
community as a whole. 

(e) In any event the security situation was likely to be 
dangerous. It would not be possible to contemplate the withdrawal 
of British forces at any time before independence and there might 
even be need for reinforcement. The possibility of withdrawing 
troops from Germany for this purpose should be considered; if this 
were impracticable, present plans for reducing the Army to a strength 
of 173,000 might have to be re-examined. 

The Cabinet1— 
(1) Authorised	 the Colonial Secretary to present to the Kenya 

Constitutional Conference proposals for a self-governing 
constitution in Kenya based on the best attainable 
compromise between the proposals of the Kenya African 
National Union and the Kenya African Democratic 
Union. , 

(2) Authorised	 the Colonial Secretary to explore the possibility 
of forming a coalition Government in Kenya to work out 
the details of such a new constitution. 

(3) Took	 note that the Colonial Secretary would discuss with 
the Chief Secretary, Treasury, a programme for the 
settlement of Africans on land to be purchased from 
Europeans. 

(4) Invited	 the Colonial Secretary to report to the Cabinet the 
outcome of his enquiries under Conclusions (1) and (2) 
above. 

Cabinet Office, S.W.1, 
20th March, 1962. 
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 3 S E C R E T

C.C. 23 (62) 

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

Disarmament 
(Previous 
Reference: 
C.C. (62) 22nd 
Conclusions, 
Minute 1) 
Nuclear Tests 

2. The Prime Minister said that the discussions in the 
Disarmament Conference at Geneva were being conducted with 
realism. The participation of the neutral countries seemed, on the 
whole, to be useful; for they were helping to probe the Soviet position. 
On the other hand, there seemed to be little prospect of practical 
progress, especially in relation to the cessation of nuclear tests. The 
representatives of the Soviet Government had shown themselves 
unwilling to accept any proposals for international verification of 
suspicious incidents, and were taking the line that no national of any 
foreign country could ever be allowed to enter Soviet territory for this 
purpose. If this proved to be the final Soviet position on verification, 
there was no prospect of concluding an international agreement for 
the cessation of nuclear tests. In that event it would be important 
that the Soviet Government should be plainly seen to be responsible 
for the breakdown of these negotiations and that Mr. Khrushchev 
should be personally identified with the Soviet decision. This 
question was likely to come to a head at a plenary meeting of the 
Conference on 23rd or 26th March; and, if there were then no change 
in the Soviet position, it would probably be expedient that some 
direct approach should be made to Mr. Khrushchev. It was for 
consideration whether this should take the form of a joint message 
from President Kennedy and himself and, if so, whether this should 
take the form of a final appeal for Soviet co-operation or whether 
it should accept the failure of the negotiations and be designed solely 
to fix the responsibility on the Soviet Government. Alternatively, 
separate messages might be sent. President Kennedy might even 
prefer that the United Kingdom Government should take some 
independent initiative. These alternative possibilities were now 
being canvassed with President Kennedy. 

In discussion it was recalled that in his message to 
Mr. Khrushchev the Prime Minister had envisaged that a meeting of 
Heads of Governments might be held with a view to resolving a 
deadlock in the Disarmament Conference. It was the general view 
of the Cabinet that, if it became clear that the Soviet Government 
intended to maintain a wholly intransigent attitude towards 
international verification, no progress was likely to be made by a 
meeting of Heads of Governments on disarmament. In those 
circumstances it might be preferable to reserve the possibility of such 
a meeting for a discussion on Berlin, on which there might be more 
room for negotiation. 

It was further suggested that, if no progress could be made 
towards a nuclear tests agreement, it might be useful for presentational 
purposes to revive the earlier Anglo-American offer to conclude an 
agreement confined to tests in the atmosphere. It was generally felt 
that in present circumstances the United States Government would 
be unwilling to repeat that offer. In that event, it might at least be 
valuable to recall, in any final statement on the breakdown of the 
negotiations, that the offer had been made at an earlier stage. 

The Cabinet— 
Took note of the Prime Minister^ statement and of the 
points raised in their discussion. 
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3. The Cabinet had under consideration memoranda by the 
Minister of Aviation (C. (62) 55) and the Chief Secretary, Treasury 
(C. (62) 56) on the letting of a contract to the British Aircraft 
Corporation for a project study on variable geometry aircraft. 

The Minister of Aviation said that research had been going on 
for a number of years into the principle of " variable geometry ", 
which was the name given in the aircraft industry to the possibility 
of constructing an aircraft whose wing-angle could be varied in flight. 
This development seemed to offer the best prospects of improving the 
performance of very high speed aircraft. The stage had been reached 
at which it would normally be thought right to proceed with a project 
study; and, following official discussions, he was now ready to award 
a contract for this study to the British Aircraft Corporation at a cost 
of some £500,000, spread over 18 months. Provision had been made 
for the appropriate proportion of this expenditure in departmental 
estimates for 1962-63. If he could announce this intention in the 
course of the debate that afternoon on the future of the aircraft 
industry, this would provide evidence of the Governments intention 
to give effective support to the industry. 

The Chief Secretary, Treasury, said that the public announcement 
of a project study on a variable geometry aircraft would be likely to 
lead to increasing pressure on the Government in Parliament and by 
the public to proceed with the development and manufacture of a 
particular military aircraft. Normally, the discussion of a new 
generation of Service aircraft and of the difficult problem of timing 
its introduction would proceed over a period of months; and he 
doubted whether it would be right to pre-judge so important a 
decision for the sake of countering criticism in the course of a debate 
in Parliament. 

The First Lord of the Admiralty and the Secretary of State for 
Air confirmed the Services' requirement for an aircraft of the variable 
geometry type to replace both the Buccaneer and the T.S.R.-2 in the 
mid-1970s, and emphasised the advisability of proceeding as soon as 
possible with a project study as the essential preliminary to further 
development. 

In discussion it was pointed out that the Gibb-Zuckerman 
Report , which the Government had endorsed, recommended the more 
widespread use of project studies before large sums of money were 
committed to the development of particular items of military 
equipment. It would therefore be inconsistent to withhold sanction 
for a project study on the ground that this would inevitably commit 
the Government to further heavy expenditure. 

The Cabinet— 
(1) Agreed that a project study contract for a variable geometry 

aircraft should be awarded to the British Aircraft 
Corporation. 

(2) Invited	 the Minister of Aviation, in consultation with the 
Chief Secretary, Treasury, to prepare a statement to be 
made in the course of that afternoon's debate explaining 
the limited effects of this decision. 

4. The Chancellor of the Exchequer said that he was concerned 
by the extent to which Press reports of current wage awards in 
industry were distorting their effect and presenting them as 
inconsistent with the Governments incomes policy. One recent 
example was a wage settlement by Imperial Chemical Industries, 
which had been represented as involving increases of between 3 and 
8 per cent., whereas it had in fact involved an overall increase of 
2-7 per cent, with special arrangements for bonus payments. 



Another example was the Massey-Ferguson settlement, which had 
been represented as an increase of 5 per cent., whereas it was in fact 
a two-year settlement allowing for increases of 2\ per cent, on 
1st April, 1962, and a further 2\ per cent, on 1st April, 1963. The 
effect of such misrepresentation was to increase the feeling, 
particularly among employees in the public sector, that the pay pause 
was being unfairly applied to certain limited categories of employees 
and that private industry was ignoring the Governmen t s policy. 
While it would be unprofitable to criticise wage settlements reached 
by particular firms, it would be right to make every effort to see that 
current industrial agreements were accurately reported and properly 
understood. There was still a widespread lack of understanding of 
the purpose of the Governments policy and of the gravity of the 
financial situation with which it had been designed to deal. 

In discussion the following points were made : 
(a) The lack of balance in current reporting on the Governments 

incomes policy was mainly due to the fact that the policy itself, and 
settlements made in accordance with it, no longer had news-value. 
Statements about it which were included in Ministerial speeches were 
rarely reported. 

(b) There was some reason to think that the public understood 
the need for the policy, though they disliked its effects and resented 
in particular the inequities resulting from its application. 

(c) Against this background it was desirable that every 
opportunity should be taken of re-stating and re-affirming the 
Governments policy in circumstances which would be likely to 
attract attention in the Press. In practice occasions of this kind were 
most likely to arise when the Government had been the object of 
public attack. Ministers should be prepared to reply to such attacks 
and to take avantage of the resulting publicity at very short notice. 

(d) It would become increasingly necessary to emphasise, not 
only the nature and purpose of this policy, but the positive benefits 
which were beginning to flow from it in terms, e.g., of lower interest 
charges and improvement in the balance of payments and in the 
strength of sterling. 

After further discussion the Cabinet— 
(1) Invited the Chancellor of the Duchy of Lancaster to consider 

what steps could be taken to secure a fairer presentation 
in the national Press of current wage settlements such 
as those in Imperial Chemical Industries and 
Massey-Ferguson. 

(2) Agreed that continued effort should be made to obtain	 better 
publicity for the Governments incomes policy and that 
increasing emphasis should be laid on the benefits which 
it would bring to the national economy. 

Cabinet Office, S.W.1, 
22nd March, 1962. 
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* 1. The Prime Minister recalled that, when they had considered 
on 20th March the draft of a White Paper (annexed to C. (62) 51.) 
reproducing a substantial part of the Report of the Radcliffe 
Committee on Security Procedures in the Public Service, the Cabinet 
had agreed that it would be expedient to exclude from the White 
Paper all reference to the chapter of the Report which considered 
the problem of Communist penetration of Civil Service staff 
associations. The Cabinet had taken the view that, while urgent 
action should be taken with a view to reducing the number of 
Communists employed as officials of these associations, the prospects 
of successful action to this end might be prejudiced by premature 
publication of this part of the Committee's Report. Since then, 
however, a London newspaper had given prominence to a report that 
the Radcliffe Committee had made recommendations on this subject 
which were so embarrassing to the Government that they were to be 
excluded from the White Paper. In the new situation created by 
this disclosure, the Ministerial Committee on Security had come to 
the conclusion that the balance of advantage now lay on the side of 
including in the White Paper a shortened version of this chapter of 
the Radcliffe Report. The draft White Paper was being revised 
accordingly and would now be presented on 5th April. 

The Cabinet— 
Took note that the draft White Paper annexed to C. (62) 51 
would be enlarged by the addition of a shortened version 
of the chapter of the Radcliffe Report dealing with 
Communist penetration of Civil Service staff associations; 
and that the White Paper, so amended, would be presented 
to Parliament on 5th April. 

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

 3. The Chancellor of the Exchequer sought the views of the 
Cabinet on some aspects of his Budget statement. 

In accordance with precedent details of this discussion are not 
recorded in the Cabinets Conclusions. 

4. The Minister of Labour said that twelve Wages Councils had 
submitted or were about to submit to him proposals for wage 
increases, most of which would exceed by a substantial margin the 
2-2\ per. cent, suggested in the White Paper on Incomes Policy 
(Cmnd. 1626). He had no statutory power to amend proposals from 
Wages Councils; his power was limited to referring proposals back 
for reconsideration. The present awards had already been agreed 
between the employers and work-people concerned, and they affected 
categories of workers whose wages were far below the minimum 
levels current in other industries. If the awards were referred back, 
they were unlikely to be modified, and the only effect would be that 
their implementation would be delayed. This delay would be of 
little help in maintaining the Governments 'policy of restricting wage 
increases to an average level of 1\ per cent.; and it would be criticised 
as an unreasonable and arbitrary imposition on the classes of worker 
least able to defend themselves. He therefore suggested that he 

* Previously recorded in a Confidential Annex. 
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should accept the proposals, but should make it clear in so doing that 
he had no power to amend them, that he regretted them and that they 
were in conflict with the advice given in the White Paper on Incomes 
Policy. 

The Chief Secretary, Treasury, said that, while he accepted that 
in the end the proposals of the Wages Councils would have to be 
accepted, it was important that the Government should be seen to 
have taken every step open to them to make clear their objection in 
present circumstances to awards exceeding the limit suggested in the 
White Paper and to emphasise the effects which a series of such 
awards might have on the national economy. It was open to them 
to refer the proposals back, and this should be done. It might 
otherwise be held that the Government were weakening in their 
determination to maintain their policy of restraint in wage increases. 

In discussion the following points were m a d e : 
(a) In the debate in the House of Commons on 29th January 

the Chancellor of the Duchy of Lancaster had given an assurance 
that from 1st April, 1962, Wages Councils Orders would be made 
" in the normal course'". In the context of the debate the intention 
of this statement (which had been agreed with the Ministry of Labour 
and with the Treasury) had been to make it clear that the policy of 
delaying Wages Council awards for periods of up to four months 
would be brought to an end. But it could be held that it had 
committed the Government to refrain from the kind of reference 
back which was proposed on the present occasion; for such reference 
could not be described as normal procedure. On the other hand, 
the statement had referred specifically to 1st April ; and no breach 
of faith would be involved in referring back awards made before that 
date. 

(b) The Government were applying their present policy 
rigorously in sectors of the economy over which they had full control 
and had incurred severe criticism on that account. It was therefore 
the more important that they should be seen to be making every 
possible effort to restrain by persuasion wage increases in industries 
outside their direct control, and that they should express their 
disapproval of increases falling outside the scope of their present 
policy. The effect of the recent settlement for employees in the water 
industry had been mitigated by the pressure which the responsible 
Ministers had brought to bear in an effort to keep the increase within 
reasonable limits. 

(c) The object of referring back to the Wages Councils would be 
not to delay the effective date of any wage increases which might 
eventually be awarded, but to make clear the great importance which 
the Government attached to the maintenance of their present policy 
in every sector of the economy and to the consequences which would 
flow from any widespread breach of it. 

(d) It might be advisable at some stage to refer to the possibility 
of legislation giving the Government power to reject or amend Wages 
Council awards if the Councils continued to ignore the Governmen t s 
declared policy. Wages Councils had originally been established to 
deal with industries in which the workers had been poorly organised 
and in which the use of sweated labour had been prevalent. Although 
workers covered by Wages Councils were still among the lowest paid 
categories, it could no longer be held that the Wages Councils were 
essential to safeguard theifcondit ions of employment. 

Summing up the discussion the Prime Minister said that the 
general sense of the Cabine ts discussion was in favour of inviting 
the Chairman of the Wages Councils concerned to reconsider the 
present proposals. In writing to them to this effect the Minister of 
Labour should make it clear that it was not the Governments 
intention to deprive workers in the industries concerned of justified 
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increases in pay or to delay the effective date of introduction of such 
increases. The Government were, however, concerned at the 
possibility that increases so clearly out of line with their policy might 
lead to a widespread breach of this policy. If this were to happen 
and were to lead, as it would, to further inflation, it would bear most 
hardly on precisely those classes of worker whose interests the Wages 
Councils were required to safeguard. The Government would 
therefore wish to be assured, before approving the proposals, that 
the Wages Councils had taken this possibility fully into account and 
to be informed how they reconciled their proposals with the 
Governments incomes policy. Copies of this letter should be sent 
to the Chairmen of all other Wages Councils 

The Cabinet— 
Invited the Minister of Labour to write to the Chairman 
of the Wages Councils whose proposals were now before 
him warning them of the effects on the workers on whose 
behalf they were acting if the proposals led to a general 
breach of the Governments present policy of wage restraint 
and asking them whether they had taken this possibility 
fully into account, but making it clear that the Government 
had no intention of arbitrarily delaying the effective date 
of introduction of any wage increases which, after 
reconsideration, they might finally propose. 

5. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (62) 54) on a proposal that six Canberra aircraft should 
be sold to the Portuguese Air Force. 

The Foreign Secretary said that an application had been made 
by the English Electric Company for a licence to supply six B-2 
Canberra aircraft to the Portuguese Air Force. In view of current 
criticisms of Portuguese Colonial policy, it had been suggested that 
the licence should be granted only if the Portuguese Government 
gave an assurance that the aircraft would not be used in Portuguese 
territories overseas. N o such assurance had yet been sought, but 
he thought it might be possible to obtain an undertaking that the 
aircraft would not be used in Africa. Failing that, the Portuguese 
Government might undertake that if sent to Africa the aircraft would 
be used only in defence against external aggression. Although these 
aircraft could not be said to be required for any specific purpose 
related to the needs of the North Atlantic Alliance, and although 
they appeared to be wanted at least in part for prestige reasons, the 
grant of a licence would not, in his view, conflict with the statement 
made by the Prime Minister in the House of Commons on 27th June, 
1961, on the supply of military equipment to Portugal, which had 
referred to PortugaPs reasonable military requirements as a member 
of the Nor th Atlantic Alliance. 

In discussion it was pointed out that in the present circumstances 
of the aircraft industry and of the export trade, an order worth 
£500,000 would be particularly welcome. Public opinion would, 
however, be uneasy about the supply of aircraft to the Portuguese 
and it would be desirable that the Government should be able to 
state that the aircraft would not be used in Africa. An assurance 
that they would only be used in Africa in defence against external 
aggression would not be so satisfactory because of the likelihood that 
any external aggression would be related to internal difficulties. The 
general view of the Cabinet was that if an assurance could be obtained 
that the aircraft would not be used in Africa the licence should be 
granted; but that, if such an assurance were not forthcoming, the 



matter should be further considered by the Cabinet. In the 
discussions with the Portuguese Government it should be kept in 
mind that the loss of the staging rights enjoyed by the Royal Air 
Force in the Azores and Cape Verde Islands would be a serious 
handicap. 

The Cabinet— 
(1) Invited	 the Foreign Secretary to ascertain what assurance 

would be given by the Portuguese Government about the 
use of the six Canberra aircraft for which an export 
licence had been sought. 

(2) Agreed that	 the licence should be granted if an assurance 
were given that the aircraft would not be used in Africa. 

Cabinet Office, S.W. 1, 
29th March, 1962. 
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1. The Prime Minister said that special procedures had been 
adopted to keep other Commonwealth Governments informed of 
the course of our negotiations with the European Economic 
Community; but he was satisfied that, in addition, it would be 
necessary at the appropriate stage to give the other Commonwealth 
Governments an opportunity for collective discussion at a meeting 
of Prime Ministers. He had been considering, with the Ministers 
directly concerned, the timing of such a meeting. It should be 
possible, by the end of July, to discern the general pattern of 
arrangements emerging from the Brussels negotiations; and the 
interruption of the negotiations in August would provide an 
opportunity for all Governments to survey the situation reached. 
He had therefore decided to propose that a Meeting of 
Commonwealth Prime Ministers should be held in the early weeks 
of September. Messages in this sense were being sent to the other 
Commonwealth capitals. 

The Cabinet— 

Took note of the Prime Minister^ statement. 


 2. The Foreign Secretary said that the discussions between 
 representatives of the Dutch and Indonesian Governments on the 

 future of West Irian had started well. The Dutch had been 
 prepared to adopt a phased programme for the transfer of power 
 to Indonesia, and agreement on this basis might have been possible. 

j j  i  talks j  however, been broken off as the result of a demand e  n a c  5

by President Sukarno that the Dutch should give immediate 
recognition to the principle of Indonesian sovereignty over the 
territory; and the Indonesians had then landed small numbers of 
troops on some of the outlying islands of West Irian. The Dutch 
were now sending destroyers to the area to locate these forces and to 
neutralise them. They might ask us to provide refuelling facilities 
for these vessels; and, if the fighting became more serious, this 
request might be extended to cover general logistic support. The 
United States Government had intimated to us that they would find 
great difficulty in refusing such requests, if made to them. 

In discussion it was noted that the United States had facilities 
for refuelling at sea, which would be open to less political objection 
than the refuelling of Dutch naval vessels in our Far Eastern ports, 
particularly Singapore. In view of the large British investments in 
Indonesia, which would b- - jeopardised by any overt action hostile to 
the interests of the Indonesian Government, it would be preferable 
that in present circumstances any Dutch request for assistance 
should be turned aside with the suggestion that their requirements 
could be more expeditiously met by the United States Government. 

The Cabinet— 
Took note that the Foreign Secretary would seek for the 
present to divert any Dutch request for refuelling facilities 
in connexion with current operations in West Irian. 

 3. The Foreign Secretary said that, notwithstanding pressures 
 from the United States Government and the Thai Government, 
 General Phoumi was still refusing to co-operate in the formation of 

 a neutral Government under Prince Souvanna Phouma. It seemed 
 likely that, with the help of the Soviet Ambassador in Vientiane, 
 the cease-fire arrangements could be maintained for a time, but the 

 United States Government would soon have to decide whether to 
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increase their pressure on General Phoumi by withdrawing altogether 
the help they had been affording to him. This might involve the 
disintegration of his army; and there would then be a serious risk 
that the Pathet Lao might seize control. It would be unfortunate if 
the obstinacy of General Phoumi frustrated the work done by the 
Geneva Conference on Laos, which had secured agreement among 
14 nations on the establishment of an International Control 
Commission and of an internal security force and on the disbandment 
of the armies of General Phoumi and the Pathet Lao. 

4. The Foreign Secretary said that discussions were proceeding 
between the Prime Ministers of the Central Congo Government and 
of Katanga, but no rapid progress was being made towards 
agreement. The local representative of the United Nations in the 
Congo was showing signs of impatience, and seemed to be thinking 
again in terms of coercing Katanga by force. This would be 
inconsistent with the policy hitherto followed by the Acting Secretary-
General. We for our part should continue to counsel patience. 

5. The Foreign Secretary said that the Disarmament Conference 
at Geneva had provided an opportunity for Ministers and officials of 
the Governments of the United Kingdom, the United States and the 
Soviet Union to hold a number of informal discussions on the 
problem of Berlin. The Americans and the Russians, in particular, 
had held many meetings, at various levels, on this subject. After 
initial statements designed to establish positions on either side, there 
had been a good deal of objective discussion in which some interesting 
possibilities had been canvassed. The records of these interchanges 
were now being studied. 

6. The Prime Minister said that, since the Cabinefs last 
discussion on 22nd March, he and the Foreign Secretary had 
continued their search for some international formula, on the 
cessation of nuclear tests, which would enable the United States 
Government to postpone the further series of atmospheric tests 
which they were planning to make at Christmas Island and elsewhere. 
It was now clear that the United States Government would not be 
prepared to revive their earlier offer to conclude a test-ban agreement 
confined to tests in the atmosphere. The attitude of Congress had 
hardened, and it now seemed likely that the Administration had 
decided to go forward with their plans for a further series of tests. 
If so, it would be all the more important that the Western Powers 
should be in a position to demonstrate to world opinion that it was 
the Soviet Government which was responsible for the failure to reach 
an international agreement for the cessation of tests. 

In discussion it was agreed that most people in this country 
were now satisfied that the Western Powers had done their utmost 
to secure such an agreement, and that the responsibility for failure 
rested with the Russians. They were already expecting that in these 
circumstances the United States Government would carry out their 
projected series of tests. The Cabinet also confirmed their earlier 
view that little was likely to be gained by a meeting of Heads of 
Governments on this subject, and that it would be preferable to 
reserve the possibility of such a meeting for a discussion on Berlin, 
on which there might be more room for negotiation. 

The Cabinet 
Took note of the Prime Ministers statement and of the 
points raised in the Cabinefs discussion. 
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 7. The Colonial Secretary said that the Kenya Constitutional 
 Conference would end some time in the week beginning 2nd April. 

 I t was still uncertain whether the conference would reach agreement 
o n a programme of constitutional advance or whether it would end 

 in a breakdown. His proposals for the formation of a coalition 
 Government to work out the details of a new Constitution had initially 

 been well received, but difficulties had now arisen. The two main 
Minute 4) parties had been unable to agree, either on the provision to be made for 

the future disposition of farmland in the White Highlands or on the 
control of the police. There was still a reasonable prospect that 
some compromise solution could be reached on both these issues. 
In addition, however, Mr. Kenyatta was now demanding that a firm 
date should be set for Kenya's independence. This demand must 
be refused and it was possible that Mr. Kenyatta might then withdraw 
his co-operation. It was also possible that Mr. Kenyatta would 
insist that Mr. Oginga Odinga should be included in the coalition 
Government. It would be impossible to agree to this, as Mr. Oginga 
Odinga was known to be in touch with the Soviet Government. 

The Colonial Secretary said that, if the conference were to 
break up without agreement, it would be preferable that it should 
be seen to have done so because of Mr. Kenyatta's insistence on 
what would be generally regarded as unreasonable demands. 

The Cabinet— 
Took note of this statement by the Colonial Secretary. 

Cabinet Office, S.W.1, 
30th March, 1962. 
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Parliament

Foreign 
Affairs 
Berlin 
(Previous 
Reference : 
C.C. (62) 25th 
Conclusions, 
Minute 5) 

Indonesia 
(Previous 
Reference : 
C.C. (62) 25th 
Conclusions, 
Minute 2) 

Federation of 
Rhodesia and 
Nyasaland 
(Previous 
Reference : 
C.C. (62) 21st 
Conclusions, 
Minute 1) 

 1. The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. It was hoped that the 
debate on the Budget Resolutions would be completed by the end of 
the week. 

2. The Foreign Secretary said that in the last few days the 
Russians had made no attempt to harass Western aircraft using the 
air corridors to West Berlin. No notifications had been received of 
further operations by Russian aircraft in the corridors. 

The Foreign Secretary said that the United States Government 
had brought pressure to bear on President Sukarno to authorise the 
resumption of the discussions between representatives of the Dutch 
and Indonesian Governments on the future of West Irian. As a 
result the Indonesians now seemed willing to consider a phased 
programme for the transfer of power. The Dutch Government were 
however showing some resentment at this intervention by the United 
States, and were at present reluctant to resume the negotiations. 

3. The Cabinet had before them a memorandum by the Home 
Secretary (C. (62) 59) on future developments in the Federation of 
Rhodesia and Nyasaland. 

The Home Secretary said that the most immediate problem was 
to find a means of preventing precipitate action by Dr. Banda, who 
had already made clear his determination to demand Nyasaland's 
right to secede from the Federation. The difficulties were two-fold. 
Firstly, if Nyasaland were allowed to secede from the Federation 
before the possibility of some other form of association between the 
Central African territories had been thoroughly explored, it would 
be difficult to prevent the secession of Northern Rhodesia at a later 
stage, and the difficulties of preserving some continuing links between 
the territories would be greatly increased. Secondly, Dr. Banda had 
committed himself publicly to the principle of secession, which had 
been endorsed by the recent National Congress of his supporters; and 
it would be necessary to make some concession to him as a condition 
of further progress. There was, however, some reason to think that 
he was becoming aware of the economic advantage to Nyasaland of 
some continued association with the other territories of the Federation 
and would be willing to consider proposals to this end. The problem 
was to devise a procedure which would make it possible to discuss in 
a constructive way the possible forms of future association, not only 
between Nyasaland and the other territories, but between Northern 
and Southern Rhodesia, which would make a sufficient concession 
to Dr. Banda on the right of Nyasaland to secede to enable him to 
contain his Nationalist supporters and to gain time, but would not 
make the secession of Northern Rhodesia inevitable. 

The Home Secretary said that the proposals in his paper had been 
framed to meet this situation. It would be necessary for the United 
Kingdom Government to take the lead, especially as the Prime 
Minister of the Federation, Sir Roy Welensky, was unwilling to put 
forward any constructive proposals. He therefore intended to appoint 
a small mission to consider with the Government of Nyasaland the 
consequences which would flow from Nyasaland's secession from 
the Federation and the possibility of other forms of association; 
and to consider with the four Governments in the Federation the 



parallel question of future relations of Northern and Southern 
Rhodesia with Nyasaland and with each other. If this mission were 
to command the confidence and co-operation of Dr. Banda it would 
be necessary to recognise before the mission started work that in the 
last resort it would be impossible to avoid the withdrawal of Nyasaland 
from the existing Federation if the people so wished. If these 
proposals were broadly acceptable, the High Commissioner in 
Salisbury and the Governors of Northern Rhodesia and Nyasaland 
would be authorised to take preparatory soundings without delay. 

In discussion the following points were made : 
(a) It would be important to avoid the impression that another 

independent commission of enquiry was being appointed and also to 
avoid any commitment to publish the findings of this body. It might 
therefore be better that the members of the mission should be described 
as being special advisers to the Home Secretary and that their work 
should be regarded as an extension of the work of the Central Africa 
Office. It might be better that they should report periodically as their 
work progressed, rather than submit a final and comprehensive 
document. 

(b) The economic aspects of the situation were of great 
importance. The mission should therefore include an economist or 
business man of standing, whose opinions would carry weight with 
business interests in Central Africa. It should also be made clear to 
Dr. Banda that, if he were to reject the financial advantages to 
Nyasaland of continued association with the other two territories, he 
could not expect the United Kingdom Government to finance his 
budget deficit. 

(c) Important economic considerations were also involved in the 
continued association of Northern and Southern Rhodesia. This 
would be a cardinal point in any future arrangements for the area. 
If no other solution could be found, because-of political difficulties, 
it might be possible to secure joint economic action and planning 
through the medium of some neutral and independent organisation 
such as the International Bank for Reconstruction and Development. 

(d) The terms of reference of the mission should be so drawn 
that they were not confined to discussion with official representatives 
of the Governments concerned. 

The Cabinet— 
(1) Authorised the Home Secretary to appoint	 a small group of 

special advisers to discuss with the appropriate authorities 
in Nyasaland, in Northern and Southern Rhodesia and 
with the Government of the Federation, possible forms 
of future association of the three territories concerned, 
including the economic aspects of such association. 

(2) Agreed	 that the United Kingdom High Commissioner in 
Salisbury and the Governors of Northern and Southern 
Rhodesia should be authorised to take preparatory 
soundings to this end. 

(3) Took	 note that it would be necessary, before the special 
advisers could start work, to inform Dr. Banda that the 
United Kingdom Government recognised that it would 
be impossible to avoid the withdrawal of Nyasaland from 
the present Federation if its people so wished. 

4. The Colonial Secretary said that the outlines of a constitution 
for self-government in Kenya had now been accepted both by the 
representatives of the Kenya African National Union (KANU) and by 
the Kenya African Democratic Union (KADU). It was, however, 
proving more difficult to form a coalition government to examine the 
details of the constitution and bring it to the point at which elections 
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avoid any commitment to publish the findings of this body. It might 
therefore be better that the members of the mission should be described 
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importance. The mission should therefore include an economist or 
business man of standing, whose opinions would carry weight with 
business interests in Central Africa. It should also be made clear to 
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(c) Important economic considerations were also involved in the 
continued association of Northern and Southern Rhodesia. This 
would be a cardinal point in any future arrangements for the area. 
If no other solution could be found, because-of political difficulties, 
it might be possible to secure joint economic action and planning 
through the medium of some neutral and independent organisation 
such as the International Bank for Reconstruction and Development. 

(d) The terms of reference of the mission should be so drawn 
that they were not confined to discussion with official representatives 
of the Governments concerned. 

The C a b i n e t 
(1) Authorised the Home Secretary to appoint	 a small group of 

special advisers to discuss with the appropriate authorities 
in Nyasaland, in Northern and Southern Rhodesia and 
with the Government of the Federation, possible forms 
of future association of the three territories concerned, 
including the economic aspects of such association. 

(2) Agreed	 that the United Kingdom High Commissioner in 
Salisbury and the Governors of Northern and Southern 
Rhodesia should be authorised to take preparatory 
soundings to this end. 

(3) Took	 note that it would be necessary, before the special 
advisers could start work, to inform Dr. Banda that the 
United Kingdom Government recognised that it would 
be impossible to avoid the withdrawal of Nyasaland from 
the present Federation if its people so wished. 

Kenya 4. The Colonial Secretary said that the outlines of a constitution 
Constitutional f o  r self-government in Kenya had now been accepted both by the 
Conference ' representatives of the Kenya African National Union (KANU) and by 

the Kenya African Democratic Union (KADU). It was, however, 
Retoence- proving more difficult to form a coalition government to examine the 
C C (62) 25th details of the constitution and bring it to the point at which elections 
Conclusions, 
Minute 7) SECRET 



Zanzibar
Constitutional
Development

National 
Theatre 
(Previous 
Refe rence : 
C.C. (61) 34th 
Conclusions, 
Minute 1) 

C . C . 2 6 ( 6 2 ) 

could be held under it. The K A N U representatives had proposed 
that Mr. Kenyatta should head the coalition Government and that 
firm dates should be established for self-government and for 
independence. He had rejected the first proposal; and on the second 
had said that a date for self-government could not be established until 
the details of the Constitution had been worked out and elections had 
been held and that no date for independence could be discussed until 
a Government had taken office under the new Constitution. A further 
difficulty had been caused by the suggestion that Mr. Oginga Odinga 
should take office in the coalition Government. The Colonial 
Secretary said that, while it was arguable that it might be better to 
allow Mr. Odinga to take office in a coalition Government since he 
might then be liable to prosecution for financial irregularity, he felt 
that in present circumstances there was no practical alternative to 
insisting on his exclusion. It was possible therefore that K A N U might 
still refuse to participate in a coalition Government on one or other 
of these grounds. The outcome was still in doubt, but was likely to 
become clear in the following week. 

The Cabinet— 
Took note of this statement by the Colonial Secretary. 

 5. The Colonial Secretary said that the Zanzibar Constitutional 
 Conference had now come to an end. He had made every effort to 

 secure a coalition of the two main parties as a necessary condition of 
the attainment of self-government but without success. The party 
now in power did not want a coalition at all and did not want elections 
before independence; and the main party in opposition, while willing 
to enter a coalition, would do so only on the basis that elections would 
be held before independence. There appeared to be no means of 
bringing the two parties together. With the agreement of the Colonial 
Policy Committee he had therefore informed the parties represented 
at the conference that, as they had been unable to come to an 
agreement among themselves, the Government could not set dates 
either for internal self-government or for independence in Zanzibar. 

-

The C a b i n e t -
Took note of this statement by the Colonial Secretary. 

6. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer and the Chief Secretary, Treasury 
(C. (62) 57) on the project for a National Theatre. 

The Chief Secretary, Treasury, said that the Joint Council for 
the National Theatre, in response to the invitation given to their 
Chairman after the Cabinefs previous discussion, had now submitted 
a scheme for the consideration of the Government and the London 
County Council (L.C.C.). The scheme provided for an arena theatre 
and an opera house on the South Bank and for the repair and 
renovation of the Old Vic building in Waterloo Road. At a later date 
(possibly in 25 years, when the Old Vic building might have to be 
replaced) a proscenium theatre would be built on a site adjoining the 
arena theatre. The opera house would be in substitution for the 
Sadler's Wells Theatre, which was unsuitable for opera, and would 
become the headquarters of the Sadler's Wells Company. The capital 
expenditure required to implement the scheme would be met from the 
£1 million already authorised by Parliament, the £1 -3 million offered 
by the L.C.C. and the proceeds of the sale of the Sadler's Wells 
building. It was understood that the L.C.C. would provide the South 
Bank sites free of charge. 



In preparing their scheme the Joint Council had consulted the 
Arts Council and the managements of the theatres at Stratford, Sadler's 
Wells and the Old Vic. The Stratford Theatre did not wish to be 
included in the scheme and a proposal which they had made for a 
national federation to include the three managements was not 
supported either by the Joint Council or by the Arts Council. It 
would, however, be prudent to allow for a modest annual subsidy to 
Stratford from the Arts Council. The provinces would benefit from 
the separate assistance which would be given for provincial touring 
by the National Theatre Company and from the additional £150,000 
a year, starting in 1962-63, which the Government had already 
promised the Arts Council for provincial theatres. 

From informal discussions it appeared that the Arts Council 
would advise the Government to accept the scheme; and the L.C.C. 
were also likely to accept it. The next step would be for the Joint 
Council to publish their scheme so that it could be submitted formally 
to the Arts Council for advice. The Government could not be 
committed to the scheme before receiving advice from the Arts Council 
and it would be convenient to make this clear before the Easter 
recess in answer to an arranged Question. 

The Cabinet— 
Invited the Chief Secretary, Treasury, to suggest to the 
Chairman of the Joint Council for the National Theatre that 
the CounciTs scheme should now be published so that it 
could be submitted formally to the Arts Council for their 
advice. 

Disarmament *7. The Prime Minister said that the attempt to make progress, 
Nuclear Tests at the Geneva Conference on Disarmament, towards an international 
(Previous agreement for the cessation of nuclear tests was frustrated by the 
Reference: refusal of the Soviet Government to accept any provision for on-site 
C.C. (62) 25th inspection within Soviet territory. He and the Foreign Secretary had 
Conclusions, therefore continued, in the light of the Cabinet's discussions on 
Minute 6) 22nd and 30th March, their consultations with the United States 

Government on the best means of making it plain to world opinion 
that responsibility for the breakdown of these negotiations—and, 
consequentially, for the continuance of nuclear testing—rested wholly 
with the Soviet Government. It was common ground that a joint 
statement should be issued during the following week, on behalf of the 
United States and United Kingdom Governments, defining the area 
of disagreement in such a way as to make it plain that the Soviet 
Government were refusing to accept any arrangement for objective 
international verification; and there would be no difficulty in reaching 
agreement on the text of such a statement. The outstanding question 
for decision was whether, before this joint statement was issued, a final 
personal request should be made to Mr. Khrushchev urging him to 
accept the principle of international verification by on-site inspection. 
President Kennedy had said that he would not be prepared to join 
in making such a request to Mr. Khrushchev, but he had indicated 
that, if the Prime Minister wished to do so, he would raise no objection 
and could even see some advantage in this course from the point of 
view of the West as a whole. The Prime Minister invited the views 
of his colleagues on the question whether he should take an 
independent initiative in addressing such a request to Mr. Khrushchev. 

Discussion showed that there was some difference of opinion 
within the Cabinet on this question. 

In favour of making this final request to Mr. Khrushchev it was 
argued that this would effectively demonstrate that the United 
Kingdom Government had persisted up to the last moment in their 

* Previously recorded in a Confidential Annex. 
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efforts to secure international agreement for the cessation of nuclear 
tests. They would be seen to have taken every initiative towards this 
end which was open to them. This would be reassuring to public 
opinion in this country. If he returned a negative reply Mr. 
Khrushchev would be personally identified with the intransigent 
attitude which the Soviet representatives had taken up in the 
negotiations at Geneva. A negative response need not be damaging 
to United Kingdom prestige; for the letter could be framed as a 
request, not an appeal, and it could be couched in such terms that the 
rejection of its request would appear to flout the wishes, not of the 
United Kingdom alone, but of all those countries which wished to 
end the dangers of a nuclear arms race. 

On the other side it was argued that, by taking an independent 
initiative at this stage, we might appear to world opinion to be dividing 
ourselves from the United States on this issue. This action, though 
taken with the knowledge and concurrence of President Kennedy, 
might have a bad effect on public opinion in the United States and 
might impair our relations with our other Allies, thus weakening the 
position of the West as a whole. Moreover, it would provide 
Mr. Khrushchev with an opportunity to send a reply embarrassing 
to the United States Government, who now seemed to have decided 
that they must for military reasons proceed with their further series 
of nuclear tests. If Mr. Khrushchev should say, in reply, that he was 
now willing to accept the principle of international verification, a 
great prize would be won—though difficult negotiations of detail 
would have to be faced. But, if his reply took the form of proposing 
that this question should be further discussed at a meeting of Heads 
of Governments, we should be in a position of great embarrassment. 
For on this subject, without any acceptance in advance of the principle 
of international verification, no progress was likely to be made at a 
meeting of Heads of Governments, and the Cabinet had already agreed 
that it would be preferable to reserve the possibility of such a meeting 
for a discussion on Berlin, on which there might be more room for 
negotiation. Finally, it was argued that such an initiative was not 
necessary on account of public opinion in this country; for the 
Cabinet had already agreed that the British public were satisfied that 
the Western Powers had done their utmost to secure international 
agreement on the cessation of nuclear tests and that the responsibility 
for failure rested with the Soviet Government. 

The balance of opinion in the Cabinet was that the Prime Minister 
should take the initiative of sending a personal message to 
Mr. Khrushchev on the lines which he had indicated if President 
Kennedy, after considering the objections to this course which had 
been developed in the Cabinet 's discussion, still adhered to his earlier 
opinion that this initiative would have some advantage from the point 
of view of the West as a whole. 

The Cabinet— 
Took note that the Prime Minister would send to President 
Kennedy a draft of the letter which he might address to 
Mr. Khrushchev; would invite the Presidents comments on 
the terms of that draft; and would ask him to consider 
whether the despatch of such a letter would have advantage 
from the general Western point of view despite the dangers 
to which attention had been drawn in the Cabinefs 
discussion. 
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Disarmament
Nuclear
Tests
(Previous
Reference:

 * 1 . The Prime Minister said that, in the light of the Cabinets 
 discussion on 5th April, he had asked President Kennedy for a further 

 expression of opinion on the suggestion that he should address a final 
 personal request to Mr. Khrushchev before the issue of the public 

 statement which was to be made on behalf of the United States and 
C.C. (62) 26th
Conclusions,
Mmute 7)

 United Kingdom Governments about the failure of the Geneva 
 Conference to make any progress towards an international agreement 

f o  r the cessation of nuclear tests. As a result of these further 
consultations it had now been agreed that a shortened version of the 
Prime Ministers letter should be sent to Mr. Khrushchev but that 
it should not be despatched until after the delivery of the 
Anglo-American statement. That statement would be delivered to 
the Soviet Government on 9th April and made public on 10th April. 
The Prime Ministers personal letter to Mr. Khrushchev would be 
delivered on 10th April. This procedure, and the terms of the two 
documents, had been agreed with the United States Government. 

The Cabinet— 
Took note of the Prime Minis ters statement. 

The 2 . The Chancellor of the Exchequer communicated to the 
Budget 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, 
9th April, 1962. 

*Not previously recorded. 
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Q.C., Lord President of the Council Chief Secretary to the Treasury and 
and Minister for Science Paymaster General 

The Right Hon. JOHN MACLAY, M.P., The Right Hon. DUNCAN SANDYS, M.P., 
Secretary of State for Scotland Secretary of State for Commonwealth 

Relations 
The Right Hon. IAIN MACLEOD, M.P., The Right Hon. HAROLD WATKINSON, 

Chancellor of the Duchy of Lancaster M.P., Minister of Defence 
The Right Hon. Sir DAVID ECCLES, The Right Hon. PETER THORNEYCROFT, 

M.P., Minister of Education M.P., Minister of Aviation 
The Right Hon. LORD MILLS , Minister The Right Hon. REGINALD MAUDLING, 

without Portfolio M.P., Secretary of State for the 
Colonies 

The Right Hon. JOHN HARE, M.P., The Right Hon. EDWARD HEATH, M . P . , 
Minister of Labour Lord Privy Seal 

Dr. The Right Hon. CHARLES H I L L , The Right Hon. ERNEST MARPLES, M.P., 
M.P., Minister of Housing and Local Minister of Transport 
Government and Minister for Welsh 
Affairs 

The Right Hon. CHRISTOPHER SOAMES, The Right Hon. FREDERICK ERROLL, 
M.P., Minister of Agriculture, M.P., President of the Board of Trade 
Fisheries and Food 

The following were also present: 
The Right Hon. L O R D CARRINGTON, The Right Hon. JOHN PROFUMO, M.P. , 

First Lord of the Admiralty (Item 5) Secretary of State for War (Item 5) 

The Right Hon. JULIAN AMERY, M.P., The Right Hon. J . ENOCH POWELL, 


Secretary of State for Air (Items 5-6) M.P. , Minister of Health (Item 5) 

The Right Hon. MARTIN REDMAYNE, 

M.P., Parliamentary Secretary, 
Treasury 

Secretariat: 
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1. The Cabinet were informed that at the Geneva Conference 
on Disarmament the representatives of eight neutral countries had 
submitted proposals for an international system of detecting nuclear 
tests which contained some provision for verification. This would 
not, as it stood, be fully effective; for it provided for inspection only 
at the invitation of the Government of a country in which a doubtful 
event had taken place. It was not therefore likely to be acceptable 
to the United States Government; and there was some risk that 
detailed discussion of it might reveal the existing differences of view 
between British and United States scientists on the extent to which 
on-site inspection would be required for purposes of verification. 

In discussion the point was made that, if this proposal had to be 
rejected, there would be tactical advantages in allowing the Soviet 
Government to assume the responsibility for its rejection. 

The Cabinet were informed that the United States Secretary of 
State, Mr. Rusk, had on the previous day resumed his discussions on 
Berlin with the Soviet Ambassador in Washington. In view however 
of the attitude of the French and German Governments, he had not 
felt able to outline in this talk the new proposals which he had 
formulated. He now intended to pursue these with Foreign 
Ministers at the forthcoming meeting of the North Atlantic Council 
in Athens. 

The Cabinet were informed that the United Nations 
representative in Leopoldville had put forward for consideration 
compromise proposals for an agreement between the Government 
of Katanga and the Central Congo Government. These proposals 
were now being considered by the Prime Ministers of the two 
Governments. 

2. The Lord Privy Seal said that in his speech to the Ministerial 
Council of the Western European Union (W.E.U.) on 10th April he 
had taken the opportunity of outlining the attitude which the United 
Kingdom Government would take towards political co-operation in 
Europe if they entered the European Economic Community. This 
statement of policy had been approved by the Common Market 
Negotiations Committee, and the text had been circulated to members 
of the Cabinet. The statement had been well received by the W.E.U. 
Council, and the Governments of the Six were now examining how 
the United Kingdom could best be associated with their further 
consideration of the problem of political co-operation. 

The Cabinet considered whether it would be useful at this stage 
of the negotiations if, in Ministerial speeches, more emphasis were 
laid on the advantages which the United Kingdom would derive 
from membership of the Community. There was some risk that, 
unless Ministers began to take the initiative on this, public opinion 
would be unduly influenced by the arguments which continued to be 
deployed on the other side. There was general agreement that it 
would be useful if Ministers could take a more definite line on this 
question in their speeches over the coming months. 

The C a b i n e t -
Invited the Lord Privy Seal to arrange for guidance to be 
circulated to Ministers on the points relating to the 
Common Market negotiations which could usefully be 
emphasised in Ministerial speeches in the coming months. 



Parliament 3. The Cabinet were informed of the business to be taken in 
the House of Commons in the week following the end of the Easter 
recess. 

Federation 
of: Rhodesia 
and 
Nyasaland 
(Previous 
Reference: 
C.C. (62) 26th 
Conclusions, 
Minute 3) 

Incomes 
Policy 
(Previous 
Reference: 
C.C. (62) 24th 
Conclusions, 
Minute 4) 
Pay of Doctors 
and Dentists 
in the Armed 
Forces 

4. The Home Secretary said that the Prime Minister of the 
Federation of Rhodesia and Nyasaland, Sir Roy Welensky, had at 
first reacted favourably to the suggestion, approved by the Cabinet 
at their meeting on 5th April, that a small mission of special advisers 
should consider with the Government of Nyasaland the consequences 
which would flow from Nyasaland's secession from the Federation 
and the possibility of other forms of association, and should consider 
with the four Governments in the Federation the parallel question 
of the future relations of Northern and Southern Rhodesia with 
Nyasaland and with each other. The Federal Government had, 
however, felt that it would be inappropriate that any announcement 
should be made about the mission until the Federal elections were 
concluded on 27th April. The Home Secretary said that he had it 
in mind to make a statement in the House of Commons on 8th May 
in which he would explain the nature of the new initiative which 
was being taken by the United Kingdom Government in Central 
Africa. He also proposed to make a short visit to the Federation 
later in May. 

The situation in Nyasaland gave much cause for uneasiness, not 
least because the economy of the country was so heavily dependent 
on assistance from the Federation and from the United Kingdom. 
But it was encouraging, in view of the known attitude of the 
Malawi Congress Party, that its leader, Dr. Banda, had accepted the 
plan for the inquiry and had nominated a representative to assist in 
the work of the mission. Moreover, Dr. Banda had, for the time 
being at least, abandoned his intention of coming to this country and 
seemed disposed to acquiesce in deferment of a settlement on the 
secession of Nyasaland until the inquiry had been completed. A 
statement in the House of Commons on 8th May would be welcomed 
by Dr. Banda, and it was to be hoped that by that time further 
progress would have been made with arrangements for those aspects 
of the inquiry which directly affected Northern Rhodesia. 

The Cabinet— 
Took note of this statement by the Home Secretary. 

5. The Cabinet had before them a memorandum by the 
Minister of Defence (C. (62) 64) proposing increased rates of pay 
for Service doctors and dentists. These rates had been framed on 
the basis of a 16 per cent, lead over the emoluments of comparable 
posts in the National Health Service and were estimated to cost an 
extra £575,000 in the financial year 1962-63. 

The Minister of Defence said that the British Medical Association 
had reaffirmed their advice that the Services would not be able to 
recruit doctors and dentists in anything like the numbers required 
unless they could offer rates of pay which provided a substantial 
lead over salaries in the National Health Service. Their own 
estimate of the lead required had been set at 30 per cent.; by setting 
it as low as the 16 per cent, on which his present proposals had been 
based he was taking a calculated risk. The urgency of the recruiting 
situation could not be over-emphasised; the Army had recruited only 
six doctors last year against a requirement of 125 by 1963. Unless 
there was a very substantial improvement it would be necessary to 
consider bringing married families home from overseas. He had 
been asked to consider whether the total cost of the increases could 
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4. The Home Secretary said that the Prime Minister of the 
Federation of Rhodesia and Nyasaland, Sir Roy Welensky, had at 
first reacted favourably to the suggestion, approved by the Cabinet 
at their meeting on 5th April, that a small mission of special advisers 
should consider with the Government of Nyasaland the consequences 
which would flow from Nyasaland's secession from the Federation 
and the possibility of other forms of association, and should consider 
with the four Governments in the Federation the parallel question 
of the future relations of Northern and Southern Rhodesia with 
Nyasaland and with each other. The Federal Government had, 
however, felt that it would be inappropriate that any announcement 
should be made about the mission until the Federal elections were 
concluded on 27th April. The Home Secretary said that he had it 
in mind to make a statement in the House of Commons on 8th May 
in which he would explain the nature of the new initiative which 
was being taken by the United Kingdom Government in Central 
Africa. He also proposed to make a short visit to the Federation 
later in May. 

The situation in Nyasaland gave much cause for uneasiness, not 
least because the economy of the country was so heavily dependent 
on assistance from the Federation and from the United Kingdom. 
But it was encouraging, in view of the known attitude of the 
Malawi Congress Party, that its leader, Dr. Banda, had accepted the 
plan for the inquiry and had nominated a representative to assist in 
the work of the mission. Moreover, Dr. Banda had, for the time 
being at least, abandoned his intention of coming to this country and 
seemed disposed to acquiesce in deferment of a settlement on the 
secession of Nyasaland until the inquiry had been completed. A 
statement in the House of Commons on 8th May would be welcomed 
by Dr. Banda, and it was to be hoped that by that time further 
progress would have been made with arrangements for those aspects 
of the inquiry which directly affected Northern Rhodesia. 

The Cabinet— 
Took note of this statement by the Home Secretary. 
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4. The Home Secretary said that the Prime Minister of the 
Federation of Rhodesia and Nyasaland, Sir Roy Welensky, had at 
first reacted favourably to the suggestion, approved by the Cabinet 
at their meeting on 5th April, that a small mission of special advisers 
should consider with the Government of Nyasaland the consequences 
which would flow from Nyasaland's secession from the Federation 
and the possibility of other forms of association, and should consider 
with the four Governments in the Federation the parallel question 
of the future relations of Northern and Southern Rhodesia with 
Nyasaland and with each other. The Federal Government had, 
however, felt that it would be inappropriate that any announcement 
should be made about the mission until the Federal elections were 
concluded on 27th April. The Home Secretary said that he had it 
in mind to make a statement in the House of Commons on 8th May 
in which he would explain the nature of the new initiative which 
was being taken by the United Kingdom Government in Central 
Africa. He also proposed to make a short visit to the Federation 
later in May. 

The situation in Nyasaland gave much cause for uneasiness, not 
least because the economy of the country was so heavily dependent 
on assistance from the Federation and from the United Kingdom. 
But it was encouraging, in view of the known attitude of the 
Malawi Congress Party, that its leader, Dr. Banda, had accepted the 
plan for the inquiry and had nominated a representative to assist in 
the work of the mission. Moreover, Dr. Banda had, for the time 
being at least, abandoned his intention of coming to this country and 
seemed disposed to acquiesce in deferment of a settlement on the 
secession of Nyasaland until the inquiry had been completed. A 
statement in the House of Commons on 8th May would be welcomed 
by Dr. Banda, and it was to be hoped that by that time further 
progress would have been made with arrangements for those aspects 
of the inquiry which directly affected Northern Rhodesia. 

The Cabinet— 
Took note of this statement by the Home Secretary. 

5. The Cabinet had before them a memorandum by the 
Minister of Defence (C. (62) 64) proposing increased rates of pay 
for Service doctors and dentists, rates had been framed on 
the basis of a 16 per cent, lead over the emoluments of comparable 
posts in the National Health Service and were estimated to cost an 
extra £575,000 in the financial year 1962-63. 

The Minister of Defence said that the British Medical Association 
had reaffirmed their advice that the Services would not be able to 
recruit doctors and dentists in anything like the numbers required 
unless they could offer rates of pay which provided a substantial 
lead over salaries in the National Health Service. Their own 
estimate of the lead required had been set at 30 per cent.; by setting 
it as low as the 16 per cent, on which his present proposals had been 
based he was taking a calculated risk. The urgency of the recruiting 
situation could not be over-emphasised; the Army had recruited only 
six doctors last year against a requirement of 125 by 1963. Unless 
there was a very substantial improvement it would be necessary to 
consider bringing married families home from overseas. He had 
been asked to consider whether the total cost of the increases could 



not be kept within a figure of £500,000, but this had proved 
impracticable; it was necessary to improve substantially the pay of 
the younger doctors who were needed to meet active Service 
conditions but could not in many cases be offered a full career. A 
figure of £500,000 would have meant that, after allowing for the 
increases for the younger doctors, there would have been little or 
nothing left to provide increases for the more senior ranks. Even 
on a basis of £575,000 the increases for senior ranks would be modest. 
This sum could be reasonably held to be available to the Services as 
the result of the recent biennial pay review. It represented the 
difference between the award actually made and the cost of the 
award which would have been necessary if the increases justified by 
statistical calculations of movements in outside earnings over the 
two-year period had been paid in full. 

The Minister of Defence said that the British Medical Association 
had assured him that any award now made to Service doctors would 
not be used as an argument to justify further increases for civilian 
doctors whose salaries would shortly be coming under review. If 
the Cabinet accepted his proposals it was intended that they should 
be announced together with other changes and improvements in the 
organisation of the Services Medical Corps by the Secretary of State 
for War when he met leading representatives of the medical 
profession later in the day. He would himself propose to make a 
short statement in Parliament on 18th April. 

The Chief Secretary, Treasury, said that he was prepared to 
accept this settlement as the best compromise solution to an 
admittedly difficult problem. He had been satisfied on 
re-examination that a figure of £575,000 could reasonably be held to 
be available as the result of the recent Service pay settlement. The 
presentation of the increases for Service doctors would however need 
careful thought and he would wish to be consulted about the terms 
of the statements to be made by the Secretary of State for War and 
the Minister of Defence. 

In discussion the following points were made : 
(a) The main danger of so substantial an increase for certain 

categories of Service doctor was that it would be used as a precedent 
for similar increases elsewhere. It was likely to have a particularly 
unfortunate reaction on the position of the nurses, for whose claim 
there was a wide measure of public support. It was, therefore, of 
great importance to emphasise the fact that the increases for Service 
doctors had been calculated on the basis of a special supplement to 
the normal National Health Service salaries; it should not, however, 
be presented as a percentage lead over the National Health Service, 
still less as a percentage increase over the present rates of pay in the 
Services. 

(b) Stress should also be laid on the need to deal with the 
situation created by the ending of National Service. In the same 
context, it could be emphasised that Service pay had traditionally 
been regarded as posing special problems of its own, which set it 
apart from normal civilian criteria and demanded quite different 
solutions. There had been no evidence that the recent pay increases 
for the Services had had any repercussions on outstanding civilian 
wage claims; indeed, the main weight of criticism had been that the 
Government had failed to meet their obligations to the Services, 
rather than that they had been over-generous. 

(c) Pay was only one aspect of the problem of recruiting Service 
doctors. Radical improvements were being made in other aspects 
of the Service doctor's career; greater opportunities would be 
provided for obtaining a full range of clinical experience by 
organising doctors on an area, rather than a unit, basis and the 
provision of suitable quarters would be guaranteed. Many of these 
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changes had already been announced, but they would be 
re-emphasised. 

The Cabinet— 
(1) Agreed that the rates of pay of Service doctors and dentists 

should be increased on the basis proposed by the Minister 
of Defence. 

(2) Invited	 the Minister of Defence to agree with the Chief 
Secretary, Treasury, the terms in which these increases 
should be announced by the Secretary of State for War 
and by himself. 

6. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (62) 60) on the commitments of the United Kingdom 
to assist in the defence of the Portuguese colonies. 

The Lord Privy Seal said that the Government were committed 
by several of the treaties comprising the Anglo-Portuguese Alliance 
to defend the Portuguese colonies. For both military and political 
reasons this commitment could no longer be honoured; and at the 
time of the Indian attack on Goa this had been a source of acute 
embarrassment. In view of the difference in the Colonial policies of 
the two countries, it was hardly conceivable that the obligation 
could be honoured unless issues were at stake which involved not 
merely the Anglo-Portuguese association but the partnership of the 
two countries in the North Atlantic Alliance. Anglo-Portuguese 
relations would remain unsatisfactory so long as the Portuguese 
believed that they could expect from us assistance which, in fact, we 
were not in a position to give. The treaties contained, however, no 
provision for termination and it did not seem probable that the 
Prime Minister of Portugal would himself denounce them. In any 
discussions which might take place with the Portuguese it would be 
necessary to keep it in mind that in the event of trouble in a 
Portuguese territory we were as likely to be called upon to provide 
transit facilities as direct military aid, and that refusal of such 
facilities would be just as difficult and embarrassing. On the other 
hand, we were ourselves dependent on transit facilities in various 
Portuguese territories, particularly the Cape Verde Islands. 

In the light of these considerations it would be impolitic to 
propose a complete renegotiation of the alliance. But it would be 
possible to take the opportunity of the forthcoming meeting of the 
Nor th Atlantic Council in Athens to discuss informally with the 
Portuguese Foreign Minister how best to remove the embarrassment 
in current relations. 

In discussion the following points were raised: 
(a) The present regime in Portugal might not survive for long 

and any attempt to alter the basis of the relationship now would give 
rise to complex problems and arouse strong feelings on the part of 
British residents in Portugal. In these circumstances it might be 
expedient to defer action for a time. On the other hand, there might 
at any time be occasion for the Portuguese to invoke our aid in some 
part of the world where our obligations of the Commonwealth could 
not, as in the case of Goa, be regarded as of overriding importance; 
and we might ourselves at short notice have need of facilities in 
Portuguese territories which, in the absence of some better 
understanding, could be withheld to our disadvantage. If any such 
occasion arose, it would be difficult to explain why in the interval 
after the attack on Goa nothing had been done to put our relations 
with Portugal on a more realistic basis. The suggested discussions 
in Athens would not be in the nature of negotiations: if there were 
to be any negotiations they would have to be preceded by careful 
diplomatic preparation in Lisbon. 
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C.C. 28 (62) 

(b) If negotiations should take place, it might be desirable that 
they should take the form of substituting, for the existing alliance, 
a more specific series of reciprocal agreements for staging and 
over-flying. It seemed unlikely that any such arrangements could 
include promises on our part to secure the use of El Adem to the 
Portuguese, but it might be possible to consider the use of Ascension 
Island. Staging facilities for the Royal Air Force at Sal in the 
Cape Verde Islands were essential and we should try to ensure that 
they could be available at short notice. 

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

Secretary of State for Air, to make an assessment of the 
staging and over-dying requirements of the Royal Air 
Force in Portuguese territories and of the extent to which 
similar facilities could be made available to Portugal in 
British territories. 

(2) Authorised	 the Foreign Secretary to raise informally with 
the Portuguese Foreign Minister at the forthcoming 
meeting of the North Atlantic Council the possibility of 
securing some improvement in Anglo-Portuguese 
relations. 

7. The Cabinet had before them a memorandum by the Minister 
of Defence (C. (62) 63) proposing the delegation of authority to the 
Commander-in-Chief, Middle East, under certain stated conditions, 
to carry out attacks on Iraqi airfields in the Basra /Shaiba area in 
order to ensure a favourable air situation over Kuwait in the early 
stages of an Iraqi aggression. 

The Minister of Defence said that plans for rapid reinforcement 
of Kuwait in an emergency depended on the use of airborne troops. 
These troops could not be landed without unacceptable risk unless 
we first secured a favourable air situation over Kuwait itself. With 
the introduction of modern types of Russian fighter into service with 
the Iraqi Air Force, air superiority could not be guaranteed without 
bombing the airfields in the Basra/Shaiba area from which the Iraqi 
fighter aircraft would operate. In the normal course, the 
Commander-in-Chief would request specific authority from London 
before any operations of this kind were undertaken. There were, 
however, periods of the year when communications with London 
were liable to interruption; and, in order to provide for the possibility 
that an Iraqi aggression might occur at a time when communication 
with London was impossible, he proposed that the Commander-in-
Chief should be authorised to bomb Iraqi airfields on his own 
responsibility provided that he had received a formal request for 
assistance from the Amir of Kuwait, that the Political Resident, 
Persian Gulf, had agreed to the action proposed, and that the 
Commander-in-Chief had tried but failed to establish communication 
with London. 

In discussion the following points were made : 
(a) In view of the United Nations interest in Kuwait and the 

presence there of representative Arab military forces, it would be 
necessary to establish conclusively that a serious Iraqi aggression had 
occurred before taking counter action against the Iraqi Air Force. 
Every attempt would be made to argue after the event that British 
forces had committed the initial act of aggression and had 
misinterpreted Iraqi movements or maneouvres. For this reason it 



was desirable that, within the limits set by operational necessity, as 
much time as possible should be left for an Iraqi attack to develop 
and to make its nature manifest. 

(b) The directive to the Commander-in-Chief, Middle East, 
should make it clear that, before exercising the authority delegated 
to him under these proposals, he should have made every attempt 
to establish communication with London. It should also be made 
clear that the Political Resident, Persian Gulf, could not be expected 
to assume any responsibility for advising on specific military 
operations; he could not do more than give his agreement to the 
taking of military action as such in order to meet a specific request 
from the Amir for assistance. 

(c) It was important that British intervention, once it had been 
decided upon, should be effective. The availability and the readiness 
of our forces to deal with an Iraqi attack on Kuwait should be kept 
under close review. 

The Cabinet— 
(1) Agreed	 that authority should be delegated to the 

Commander-in-Chief, Middle East, to attack Iraqi 
airfields in the Basra /Shaiba area provided that the 
Amir of Kuwait had asked for assistance, that the 
Political Resident, Persian Gulf, had given his agreement 
and that it had proved impossible to establish 
communication with London. 

(2) Invited	 the Minister of Defence, in consultation with the 
Lord Privy Seal, to revise the directive to the 
Commander-in-Chief accordingly, taking account of the 
views expressed in the Cabinets discussion. 

Cabinet Office, S.W. 1, 
17th April, 1962. 
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National Dock 
Strike 

1. The Minister of Labour informed the Cabinet of the present 
state of negotiations between the National Association of Port 
Employers and representatives of the Trade Unions concerned. The 
Trade Unions had demanded a shorter working week and a substantial 
increase in wages and had given formal notice of a national dock strike 
to start on 14th May if these demands were not met. It appeared that 
the Port Employers might be willing to make a concession on the 
working week or to concede some increase in wages, but were not 
at present prepared to do both. A meeting of the National Joint 
Industrial Council would probably be held on 8th May and it was 
only in the light of this meeting that the likelihood of a settlement 
could be properly assessed. If the meeting failed to reach agreement 
he would be asked to intervene and it would be his object to use the 
good offices of his Ministry in bringing both sides together for a further 
meeting, probably on 9th May. 

The Home Secretary informed the Cabinet that officials had 
already examined the position which would arise if a dock strike took 
place and had considered the scope of the emergency measures which 
might be taken to meet it. Food stocks were sufficient for at least a 
fortnight and in the case of many commodities for three or four weeks. 
Stocks of fuel for electricity power stations were sufficient for about 
a month and for gas works for about three weeks. There would, 
however, be great difficulty within two or three days in the disposal 
of London refuse if river lightermen were affected by the strike. While 
a Proclamation of Emergency would not be necessary for the 
employment of troops on a small scale to handle perishable foodstuffs, 
it would be essential to issue a Proclamation and to make regulations 
under it if troops were to be used on a wider scale or if other measures 
became necessary to deal with a prolonged strike. Such a strike 
would be likely to spread beyond the dock workers. 

In discussion the following points were made : 
(a) The plans which had been prepared in 1958 for the use of 

troops had already been reviewed and brought up to date where 
necessary. It would be possible to provide up to 36,000 men, drawn 
from the three Services, without any adverse effect on the strategic 
reserve or on current training. This number would be adequate to 
unload ships carrying perishable foodstuffs and other essential 
supplies. It would, however, be necessary to hold detailed discussions 
with the port authorities as soon as possible in order to prepare a 
detailed plan for the introduction and build-up of Service manpower. 
It would also be necessary at an early stage to requisition property 
near the docks for billeting. The discussions with the port authorities 
could not be kept secret and should, for this reason, be delayed until 
after the meeting of the National Joint Council on 8th May. 

(b) In order to demonstrate the Governments determination to 
deal firmly with the emergency it would be desirable to issue a 
Proclamation of Emergency as soon after 8th May as possible if the 
meeting on that date had failed to produce a settlement. There would 
be no legal difficulty about the issue of a Proclamation, but it would 
be an empty gesture unless at the same time, or very shortly afterwards, 
Emergency Regulations were made under it. The Regulations which 
had been prepared in 1958 should be reviewed and a selection should 
be made of those Regulations which might be made immediately after 
the issue of a Proclamation, leaving the others to be introduced as the 
need for them became apparent. 

(c) While for practical reasons it would be necessary to 
concentrate Service labour in the early stages of a strike on the 
unloading of foodstuffs and essential supplies, consideration should 
be given to their later use on a wider scale, if necessary at the expense 
of the military training programme, for loading as well as unloading 
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ships and for keeping priority exports on the move. The use of troops 
in this way to maintain full port services might have legal implications 
which would need to be examined. 

(d) Particular difficulty would be caused in the distribution of oil 
and petrol if the crews of tug boats were to come out on strike in 
sympathy with the dockers. It would be desirable to discuss in strict 
confidence with representatives of the oil industry the steps which 
might be taken to meet such an emergency. 

The Cabinet— 
(1) Agreed that no overt action to deal with a national dock strike 

should be taken before the meeting of the National Joint 
Industrial Council on 8th May. 

(2) Agreed	 that if the meeting on 8th May failed to reach a 
settlement, consideration should be given to the issue of 
a Proclamation of Emergency later in the same week. 

(3) Invited the	 Home Secretary to consider which of the draft 
Emergency Regulations prepared in 1958 should be 
brought into force immediately after the issue of a 
Proclamation, 

(4) Invited	 the Secretary of State for War to consider further 
the practicability of using Service manpower, not only for 
the unloading of perishable foodstuffs and essential 
supplies, but for the maintenance of fuller port services 
including the loading of priority goods for export. 

(5) Invited	 the Attorney-General to consider the legal 
implications of such wider use of Service manpower in the 
docks. 

(6) Authorised	 the Minister of Power to discuss in confidence 
and in general terms with representatives of the oil industry 
the situation which would arise if the crews of tug boats 
in the London area came out on strike in sympathy with 
the dockers. 

2. The Home Secretary reminded the Cabinet that it was his 
present intention to make a statement in the House of Commons in 
the course of the debate on 8th May in which he would explain the 
nature of the new initiative being taken by the United Kingdom 
Government in Central Africa and would, in particular, announce the 
appointment of a small mission of special advisers to consider with 
the Government of Nyasaland the consequences which would flow 
from Nyasaland's secession from the Federation and the possibility 
of other forms of association. The leader of the Malawi Congress 
Party, Dr. Banda, who had been informed of this intention, had agreed 
for his part to postpone his earlier demand for Nyasaland's immediate 
secession and had agreed to await the findings of the mission. This 
represented a considerable concession on his part, given his own 
views and the attitude of his supporters in the Malawi Congress Party. 
The Federal Prime Minister on the other hand, while he had taken 
a reasonable line in the course of his election campaign and had 
indicated publicly that he would be prepared to see changes in the 
present structure of the Federation, had asked that no reference to 
the appointment of the mission should be made at this stage and that 
action should be suspended until after the Home Secretary^ 
forthcoming visit to the Federation. The Federal Prime Minister 
had taken particular exception to a passage in the draft statement 
which could be read as an acknowledgment by the United Kingdom 
Government of Nyasaland's unqualified right to secede from the 
Federation. 
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The Home Secretary said that his present view was that the 
importance of retaining Dr. Banda's goodwill outweighed the danger 
of a further worsening of relations with the Federal Prime Minister 
and that on these grounds he should make his statement as proposed, 
if necessary re-drafting its terms in order to give as little offence as 
possible to the Federal Prime Minister, while still giving Dr. Banda 
sufficient encouragement to make it possible for him to ltold his line 
with his own supporters. The debate in Parliament would be on a 
motion drafted in general terms which Government supporters should 
find no difficulty in accepting. 

In discussion the following points were made : 
(a) In present circumstances it was imperative to retain 

Dr. Banda's co-operation and to this end it would be necessary to 
announce in Parliament on 8th May the appointment of the small 
mission of special advisers and to indicate in general terms that 
Dr. Banda's views and the views of his supporters on Nyasaland's 
right to secede from the Federation had been accepted as one of the 
facts which the advisers would have to take into account in the course 
of their enquiry. It would not, however, be necessary to imply that 
the United Kingdom Government had formally acknowledged 
Nyasaland's right to secede at this stage. 

(b) The motion to be tabled on the occasion of the debate in 
Parliament on 8th May should omit reference to the wishes of the 
peoples of the territories concerned; for it had long been clear that 
it would not be possible to reach any solution which did not run 
counter to the wishes of some at least of the peoples concerned. The 
motion should do no more than invite the House to support Her 
Majesty's Governments efforts in seeking a solution of the problems 
of Central Africa. 

(c) There were encouraging signs that Dr. Banda was becoming 
increasingly aware of the economic difficulties which Nyasaland was 
facing and of the consequent need for continuing association and 
co-operation with neighbouring territories. This made it all the more 
important to support his political position at the present juncture. 

The Cabinet— 
(1) Agreed	 that the Home Secretary should announce in 

Parliament on 8th May the appointment of a small mission 
of special advisers to consider with the Government of 
Nyasaland the consequences which would flow from 
Nyasaland's secession from the Federation and the 
possibility of other forms of association. 

(2) Invited	 the Home Secretary to amend the terms of his 
statement in the light of their discussion. 

(3) Invited the Home Secretary to amend the terms of the motion 
for debate on 8th May in the light of their discussion. 

3. The Lord President said that a small Committee of Ministers 
under his chairmanship had been considering the size of the central 
area for education which had been foreshadowed in the White Paper 
on London Government (Cmnd. 1562). It had become evident (after 
re-examination of the case for reverting to the proposal of the Royal 
Commission for a division of responsibility between the Greater 
London Council and the boroughs and of the case for conferring 
education functions on the boroughs themselves) that there were acute 
practical difficulties in adopting as the central area any area other than 
the existing area of the London County Council (L.C.C.). This area 



would have a population of about 3 million and the White Paper had 
indicated that the Governments objective in discussions with the 
various authorities concerned would be to reach an agreement on an 
area with a population of about 2 million. Work by officials had been 
put in hand to ascertain whether by adjustments on the periphery 
of the L.C.C. area a defensible smaller area could be devised, but this 
work seemed unlikely to be fruitful. Adoption of the L.C.C. area for 
education might affect the structure of administration for other 
services, and some Ministers had felt that there would be serious 
political objections to this course; others had felt that there would he 
greater disadvantage in insisting upon a smaller area, since it would be 
difficult to defend this on any grounds connected with the well-being 
of the education service in London. 

In view of the keen public controversy which had arisen, an early 
statement on behalf of the Government was now necessary. He 
suggested that the Cabinet might approve a compromise proposal 
which he understood was acceptable to the Minister of Housing and 
Local Government and to the Minister of Education. Under this 
proposal responsibility for education in the area at present 
administered by the L.C.C. would be undertaken for a period of five 
years by a statutory committee of the Greater London Council, with 
provision for review of the arrangement at the end of the period. 
Boroughs within the central area would have the opportunity of 
asking the Minister of Education to agree that they might then take 
over education functions and he would be empowered to define the 
conditions on which they might do so. If a compromise on these 
lines were approved it would be convenient that a statement should 
be made by the Minister of Housing and Local Government in the 
course of a speech he would be making on 4th May. 

In discussion it was recognised that the Government would be 
open to criticism whether they adhered to the idea of an education 
area of about 2 million people or modified the White Paper approach 
by introducing an interim arrangement such as had been suggested. 
Any material departure from the White Paper would be taken in some 
quarters as an indication of indecision on the part of the Government 
and might have effects which were difficult to assess on the 
administration of services other than education. On the other hand, 
the interim arrangement would enable the Government to dispose 
of any argument that educational efficiency was being sacrificed to 
political considerations; and it would keep open the possibility that 
in the long run education might be a borough responsibility throughout 
Greater London. Education would in any case be a borough 
responsibility in relation to the 5 million Londoners living outside the 
central area. The interim arrangement would, moreover, simplify 
the handling of a number of difficult transitional problems and would 
provide an opportunity for the boroughs which would be constituted 
in the central area to assess the financial implications of taking over 
responsibility for education. 

The success of the arrangement would in large measure depend 
on the extent to which in the early years educational administration 
in areas adjoining the central area could be brought up to the standard 
of that area so that the fullest exchange of pupils could be secured 
among all the authorities concerned. The statutory committee would 
be given, and would be expected to exercise, powers to co-opt members 
additional to those representing constituencies within the central area; 
but there would be no ready means of giving persons who represented 
constituencies elsewhere in Greater London a share (save as 
individuals) in the administration of education in the central area. 

The general view of the Cabinet was that, on balance, the interim 
arrangement which had been suggested should be accepted and that, 
subject to further soundings among the Governments supporters in 
London, an early announcement should be made. 



The Cabinet— 
(1) Agreed that	 education in the area at present administered 

by the London County Council should for a period of five 
years be the responsibility of a statutory committee of 
the Greater London Council, with provision to enable 
individual boroughs which would be constituted in that 
area to take over responsibility, with the consent of the 
Minister of Education, at the end of that period. 

(2) Invited the Minister	 of Housing and Local Government, in 
consultation with the Chancellor of the Duchy of Lancaster 
and the Minister of Education, to announce this decision 
on 4th May. 

Cabinet Office, S.W.1, 
2nd May, 1962. 
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1. The Lord Privy Seal made a report to the Cabinet on the 
recent discussions in Paris on political co-operation in Europe and 
on the present state of the negotiations in Brussels about our entry 
into the European Common Market. 

In the Paris discussions it had become clear that the Governments 
of the Six had welcomed the attitude towards political co-operation 
which he had outlined in his speech at the meeting of the Ministerial 
Council of the Western European Union on 10th April. He had at 
that stage avoided any detailed comment on the texts on political 
co-operation which were in circulation and had not sought membership 
of the Commission (formerly the Fouchet Commission) which had 
been considering them, but he had suggested that it would be useful 
if representatives of the United Kingdom Government took part in 
the detailed discussions. At a meeting of the Six which had been 
held on 17th April on the basis of a document which was broadly 
confederal in character, the French representatives had deferred to 
the views of the others on a number of points, such as the relations 
of the political organisation with the three Economic Communities 
and with the North Atlantic Alliance, but had resisted suggestions 
made by representatives of the smaller countries which v/ere directed 
to postponing decisions on political co-operation until the position 
of the United Kingdom in relation to the three Economic Communities 
had been determined. The smaller countries plainly feared Franco-
German hegemony and wished now to think in terms of seven 
countries rather than six. 

In the further Ministerial meetings which would now take 
place, an important consideration would be the effect which might 
be produced by a settlement on Berlin which was distasteful to the 
West German Government. This would tend to encourage neutralist 
sentiment in West Germany, and the successful conclusion of a treaty 
on political co-operation in Europe would be a useful counterpoise. 
Discussion of the treaty should therefore be pressed forward, but 
the United Kingdom Government should not appear to become 
committed to forms of political co-operation in advance of decisions 
on membership of the Economic Communities. It seemed possible 
that in practice negotiations on the political and economic fronts 
could be kept reasonably in step and could be brought to an issue 
by the end of July. 

The report which had been presented by the Deputies at Brussels 
on 14th April had contained clear definitions of the main points on 
which difficulty would arise but had not gone far towards resolving 
them. The gaps between the two sides would be examined in detail 
in Ministerial meetings commencing on 7th May, and it was hoped 
that the meetings could be so arranged that the Ministers of the Six 
would become personally committed and effective negotiations would 
be started. There was no reason to believe that French dissatisfaction 
with our position on the timing of negotiations for political 
co-operation would be reflected in the Brussels negotiations. In some 
respects these might be made easier because of the evident desire of 
the smaller countries to secure United Kingdom support. 

In discussion in the Cabinet it was noted that the Minister of 
Agriculture would meet trade interests in this country before the 
Government took up with the Australian Government the question 
whether Australian wheat should be dealt with on the basis of either 
deficiency payments or bulk purchase. This might become a 
particularly difficult issue, both with the Australian Government and 
with the Six. The Governments negotiating position on industrial 
products from Canada, Australia and New Zealand had been 
somewhat weakened through the initial reluctance of the 
Commonwealth Governments to agree that proposals to spread the 
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effect of tariff changes over a period of years should be put before 
the Six. These proposals had now been accepted by the 
Commonwealth Governments but the discussions would take place 
on the basis of less satisfactory proposals which had meanwhile been 
put forward by the Six themselves. 

The Cabinet— 
Invited the Lord Privy Seal to circulate, with an explanatory 
note, the texts on political co-operation in Europe which 
had been discussed in Paris. 

2. The Prime Minister said that the Governments economic 
policy, both on wages and incomes and on the restriction of demand 
by fiscal and monetary measures, was now beginning to take effect. 
The competitive position of the United Kingdom had been 
strengthened, sterling was strong, and the balance of payments 
position had markedly improved. There were, however, two 
problems on which it was necessary that the Cabinet should take 
an early view. First, the Governments incomes policy, which had 
evolved from the initial policy of a standstill in wages, still had 
about it some of the marks of improvisation; it had produced 
anomalies and inequities which could not be allowed to continue 
indefinitely and it should be replaced as soon as possible by more 
considered and longer-term proposals. Secondly, the economic 
measures which it had been necessary to take since the summer of 
1961 had produced a strong political reaction, and it was desirable 
that the Governments longer-term economic policy should be 
considered in the context of other elements of the Governments 
programme. By far the most important element in the Governments 
future policy was the prospect of the United Kingdom becoming a 
member of the European Economic Community (E.E.C.); it would 
not, however, be possible to develop in public the theme of leadership 
in Europe and the challenge and opportunity which membership of 
the E.E.C. would offer until the Brussels negotiations and 
Commonwealth consultation on them had been completed. 

The Chancellor of the Exchequer gave the Cabinet a forecast 
of the probable course of the economic situation. The balance of 
payments on current account had improved from a deficit of £288 
million in 1960 to a prospective surplus of £150 million in 1962; if 
the movement of capital were included, the corresponding 
improvement was from a deficit of £490 million in 1960 to a slight 
surplus in 1962. Looking to the future it was expected that the 
balance of payments position in the second half of 1963 would be 
less good than in 1962. The increase in exports was running slightly 
behind the forecast—ship-building had been particularly disappointing 
—and it was noticeable that the increase had been largely confined 
to four or five specialised sectors of industry. A less satisfactory 
feature was the rise in the cost of living. Taking January 1956 at 
a level of 100 this had now increased to 118 and would be likely to 
stabilise later in 1962 at a figure of about 120. A large proportion 
of this increase had been caused by the rise in costs which had 
directly resulted from the rise in personal incomes. 

In general, however, it could be said that the economy, 
particularly with the reduction in the Bank Rate, was in a buoyant 
state. Measures designed to stimulate it further would need to be 
used with very great caution. It would be very damaging if as a 
result of such measures a further inflationary spiral started and the 
process of restraint had to be started all over again. Among the 
limited measures which might be considered would be some easing 
of the present restrictions on credit and on hire purchase terms. In 
the incomes field it was clear that, while the wages pause had had a 
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decisive effect in stabilising the economy, it would now be necessary 
to move toward a longer-term policy. General restraint would need 
to be maintained, but certain injustices (e.g., nurses and university 
teachers) would have to be remedied, and the new policy should be 
sufficiently flexible to make this possible. He hoped ' to present 
proposals in about a month's time. 

In discussion the following points were made : 
(a) It would be important in any reconsideration of the 

Governments general policy not to over-emphasise its purely financial 
and economic aspects. In education, for example, and in such matters 
as training in industry, including training for management, there was 
still a great deal to be done which depended as much on new ideas 
as on the provision of greater resources. 

(b) It would be necessary to counteract the view that the 
Governments present incomes policy would end soon and would be 
followed by a return to free collective bargaining and steady wage 
inflation. A continuing policy for restraint in incomes should be a 
cardinal feature of all long-term planning. The long-term policy 
would have to be flexible and must allow for exceptional cases. But, 
in general, increases in wages should continue to be limited by the 
growth of productivity. It might be possible to link a continuation 
of the policy for restraint in incomes with some indication of the 
benefits which such a policy would produce in such matters as the 
raising of the school-leaving age, a continuing improvement in our 
competitive position and therefore in our prosperity and a stabilisation 
of the cost of living. It might also be desirable to link a policy of 
continued restraint with measures specifically designed to protect the 
interests of the consumer. 

(c) There was some evidence that the presentation of the 
Governments policy had been defective and that neither employers 
nor representatives of the employees had grasped its implications 
or its objects. The National Economic Development Council 
(N.E.D.C.) might be of help in overcoming this, once it had become 
established and had familiarised itself with the general economic 
situation, but other measures for presenting the Governments case 
might have to be devised. So far as concerned the development of 
a longer-term incomes policy, it would be unrealistic to expect any 
help from the N.E.D.C. for some considerable period; its efforts 
would be concentrated for the time being on the examination of 
measures designed to stimulate economic growth. 

(d) In general it would be undesirable both for economic and 
political reasons for the Government to relax their efforts to control 
and restrain inflationary pressures. In economic terms nothing could 
be better calculated to damage our competitive position in Europe 
than a return to the alternate booms and slumps which had 
characterised the post-war years. And in political terms this would 
damage the growing respect for the integrity of the Governments 
financial policy. 

The Cabinet— 
Agreed to resume their discussion of these questions at a 
later meeting. 
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Prime Ministers 
Visit to Canada 
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States, April 

Canada 

United States

The Prime Minister gave the Cabinet an account of the 
impressions he had formed during his recent discussions in Canada 
and the United States. 

In Canada the Government were facing both economic and 
political difficulties. During the boom industrialists had tended to 
over-invest at the top of the market, and this had increased their 
present difficulties. The devaluation of the Canadian dollar, which 
had been announced that day, was not unexpected. Canadian 
Ministers were inclined to be resentful of Britain's application for 
entry to the Common Market ; they seemed unwilling to consider it 
dispassionately; and it might become an issue in the forthcoming 
election. Suggestions were likely to be heard, during the campaign, 
that the interests of other Commonwealth countries were being 
sacrificed to the European policies of the United Kingdom 
Government. Canadian Ministers seemed to be particularly 
suspicious of the encouragement given by the United States 
Administration to Britairfs application: they saw this as nothing 
more than a manifestation of America's desire to terminate 
Commonwealth preferences. But in business circles in Canada there 
was a greater readiness to consider this question on its merits and 
to see the value, both to other Commonwealth countries and to 
under-developed countries generally, of the influence which the 
United Kingdom would be able to exercise in a prosperous European 
community. 

 The United States Administration were also facing some 
economic difficulties. Substantial unemployment continued in spite 
of the large programmes of public expenditure which had been 
undertaken. There was some danger that relations between the 
administration and the business community might deteriorate: 
President Kennedy's policies had attracted some of the unpopularity 
associated with President Roosevelt's New Deal. 

The Prime Minister said that in his discussions with President 
Kennedy on defence matters it had become evident that the President 
shared his own disappointment that it had proved impossible to 
avert a further Western series of nuclear tests. But the President 
was hopeful that, after the current series of Western tests and the 
Russian series which was likely to follow it, there might be an 
opportunity to renew the attempt to conclude an international 
agreement for the cessation of tests. There was a growing realisation 
in the administration that the destructive power of the two opposing 
blocs was now so great that the credibility of the nuclear deterrent 
might soon be called in question. It was for this reason that the 
administration were stressing the importance of conventional arms, 
and in due time they might consider favourably a thorough-going 
measure of nuclear disarmament. The prospect of such 
disarmament would be increased if, as seemed likely, the Soviet 
leadership was becoming seriously concerned to improve social and 
economic conditions in countries of the Eastern bloc and to reduce 
the heavy burden imposed on them by nuclear armaments. 

The Prime Minister said that this renewal of his personal contact 
with President Kennedy had been valuable. He had, however, 
formed the impression that it would not be profitable at this stage 
to move towards a Summit meeting. It would be prudent to defer 
until towards the end of the year any further initiative for this 
purpose, whether on Berlin or other themes. In the meantime the 
Government should concentrate on securing entry to the Common 
Market on acceptable terms. There was no sign that the close 
relations established with the United States Administration would 
be prejudiced by British membership of the Common Market and 
there were good grounds for hoping that the friction which at present 
persisted on a number of commercial matters, such as shipping policy 



and protective tariffs on carpets and glass, could be reduced. 
Protectionism in the United States was, however, a strong force and 
its influence was spreading to the southern States. He had 
undertaken to send to the President a full statement of our case 
against the administrat ions discriminatory policy on shipping. 

In the Cabine ts discussion the following points were raised: 
(a) The reports of the Prime Ministers speeches and discussions 

in the United States and Canada had been well received in this 
country and in other parts of the Commonwealth. Many people 
were, however, uneasy about the attitude of the United States 
Government to United Kingdom membership of the Common 
Market. The fact that they supported it on political grounds, despite 
its economic disadvantage to them, was increasing the suspicion with 
which the latest proposals for political unity in Europe were viewed 
by public opinion in this country and by our partners in the European 
Free Trade Area. This made it the more important that the 
implications of these proposals for political co-operation in Europe 
should be carefully examined by the Cabinet and fully explained in 
the country. 

(b) The attitude of the United States Administration towards 
the Common Market negotiations was coloured by the fear that 
Britain's efforts to protect the interests of other Commonwealth 
countries might have the effect of worsening the position of third 
countries, including especially the countries of South and Central 
America, where anything which increased the risk of Communist 
penetration would be particularly unwelcome to the United States. 
It was to be expected also that the arrangements which might have 
to be made to protect Commonwealth producers of temperate 
foodstuffs—e.g., Australian wheat—would be regarded as introducing 
new forms of protection. But the general tenor of the Prime 
Minister's discussions suggested that the administration would be 
ready to consider such cases individually on their merits. 

(c) There was a noticeable gap between the formulation of 
policy by the United States Administration and its effective 
implementation on the ground. This had been evident in Laos and 
South Vietnam and in United Nations discussions on colonialism as 
well as in relation to the Common Market . On colonialism it was 
satisfactory that President Kennedy should have asked for more 
advance information of British policies and intentions, and indicated 
that he intended to improve the machinery for co-ordination between 
the various United States agencies concerned, both in Washington 
and at the United Nations. 

The Cabinet— 
Took note of the Prime Ministers statement and of the 
points made in discussion. 

Cabinet Office, S.W.1, 
4th May, 1962. 
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CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at Admiralty House, S.W.1, on 
Thursday, 10th May, 1962, at 10.30 a.m. 

Present: 

The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister 


The Right Hon. R. A. BUTLER, M.P., 
Secretary of State for the Home 
Department 

The Right Hon. SELWYN LLOYD, Q.C., 
M.P., Chancellor of the Exchequer 

The Right Hon. VISCOUNT HAILSHAM, 
Q.C., Lord President of the Council 
and Minister for Science 

The Right Hon. DUNCAN SANDYS, M . P . , 
Secretary of State for Commonwealth 
Relations 

The Right Hon. HAROLD WATKINSON, 
M.P., Minister of Defence 

The Right Hon. PETER THORNEYCROFT, 
M.P., Minister of Aviation 

The Right Hon. REGINALD MAUDLING, 
M.P., Secretary of State for the 
Colonies 

The Right Hon. EDWARD H E A T H , M.P., 
Lord Privy Seal (Items 1-4) 

The Right Hon. ERNEST M A R P L E S , M . P . , 
Minister of Transport 

The Right Hon. VISCOUNT KILMUIR, 
Lord Chancellor 

The Right Hon. T H E EARL OF H O M E , 
Secretary of State for Foreign Affairs 

The Right Hon. HENRY BROOKE, M . P . , 
Chief Secretary to the Treasury and 
Paymaster General 

The Right Hon. IAIN MACLEOD, M.P., 
Chancellor of the Duchy of Lancaster 

The Right Hon. Sir DAVID ECCLES, M . P . , 
Minister of Education 

The Right Hon. LORD M I L L S , Minister 
without Portfolio 

The Right Hon. JOHN HARE, M.P., 
Minister of Labour 

Dr. The Right Hon. CHARLES H I L L , 
M.P., Minister of Housing and Local 
Government and Minister for Welsh 
Affairs 

The Right Hon. CHRISTOPHER SOAMES, 
M.P., Minister of Agriculture, 
Fisheries and Food 

The Right Hon. FREDERICK ERROLL, 
M.P., President of the Board of Trade 

The following were also present: 
The Right Hon. JOHN PROFUMO, M . P . , 

Secretary of State for War (Item 5) 
The Right Hon. Sir REGINALD 

MANNINGHAM-BULLER, Q.C., M . P . , 
A.ttorney-General (Items 5-7) 

The Right Hon. J . ENOCH POWELL, M.P., 
Minister of Health (Item 6) 

The Right Hon. MARTIN REDMAYNE, 
M . P . , Parliamentary Secretary, 
Treasury 

Secretariat: 
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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. 

Foreign 
Affairs 
Laos 
(Previous 
Reference: 
C.C. (62) 25th 
Conclusions, 
Minute 3) 

Congo 
Republic 
(Previous 
Reference: 
C.C. (62) 28th 
Conclusions, 
Minute 1) 

Disarmament 
(Previous 
Reference: 
C.C. (62) 28th 
Conclusions, 
Minute 1) 

Anglo-
Portuguese 
Alliance 
(Previous 
Reference: 
C.C. (62) 28th 
Conclusions, 
Minute 6) 

North Atlantic 
Council 
(Previous 
Reference: 
C.C. (61) 75th 
Conclusions, 
Minute 5) 
Ministerial 
Meeting in 
Athens 

2. The Foreign Secretary said that there has been a serious 
breach of the cease-fire agreement in Laos, near the Chinese frontier. 
Pathet Lao forces had routed a superior force of Royal troops. 
Representatives of the International Control Commission were 
proceeding to the Pathet Lao headquarters to discuss the situation. 
Mr. Malcolm MacDonald was in Laos and it was hoped that he would 
be successful in preventing trouble from spreading. There were some 
signs that General Phoumi was at last responding to United States 
pressure to co-operate in a national Government. 

The Foreign Secretary said there was reason to hope that, as a 
result of mediation by the United Nations representative in the Congo, 
Mr. Tshombe might shortly resume his discussions with Mr. Adoula 
on a basis which might lead to agreement between them. On the 
other hand there was evidence that mercenaries were returning to 
Katanga in some strength. It was alleged that the airfield at Kolwezi 
was being adapted for use by jet aircraft; and attempts by the United 
Nations authorities to inspect this airfield were being frustrated by the 
Katangans. Some new initiative was required to prevent the situation 
from deteriorating; and arrangements were now being made for 
representatives of the United States, United Kingdom and Belgium 
to meet privately in London to concert plans which, if approved, 
might be put into operation through the United Nations. 

The Foreign Secretary said that it was now evident that the Soviet 
Government were not at present prepared to engage in serious 
negotiation on disarmament, and their representatives at the Geneva 
Conference were suggesting that the Conference should adjourn on 
1st June. The United States and United Kingdom representatives 
thought there would be advantage in continuing the public discussion 
of the main features of the United States and Soviet plans. They 
would argue in favour of continuing the Conference through the 
summer. It must however be recognised that, in view of the Soviet 
attitude, this would be largely an exercise in propaganda. 

The Foreign Secretary said that at the recent meeting of the 
North Atlantic Council in Athens he had had some informal 
conversation with the Foreign Minister of Portugal about the 
possibility of modifying the Anglo-Portuguese treaties. He had 
explained that the United Kingdom would find great difficulty in 
honouring their commitment to assist in the defence of the Portuguese 
colonies. The Portuguese Foreign Minister had shown little 
understanding of our difficulties and no enthusiasm for the revision 
of the treaties. H e had, however, agreed that this question might be 
pursued through diplomatic channels. 

3. The Foreign Secretary said that the discussions at the recent 
meeting of the North Atlantic Treaty Organisation (NATO) in Athens 
had, on the whole, been satisfactory. Despite what had been said in 
the British Press, they had not in fact disclosed any substantial 
differences on defence policy between the Governments of the United 
Kingdom and the United States. Other members of the Alliance had 
not pressed for the creation of an independent N A T O deterrent or for 
the establishment of medium-range ballistic missiles in Europe. These 
projects had been set aside for the time being. Instead, agreement 
had been reached on the formation of a Nuclear Committee, through 
which the United States authorities would keep the other members 
of the Alliance informed of the state of their nuclear preparations and 
plans in Europe. This should be helpful in the next stage of the 



discussions on N A T O strategy, in which the balance between the 
nuclear and the conventional strength of the Alliance would have to 
be reviewed. 

The Minister of Defence said that, while some progress had been 
made at the Athens meeting, the next round of discussions on N A T O 
strategy was likely to be difficult. Serious differences of opinion had 
still to be resolved. 

The Foreign Secretary added that the colonial problems of the 
Netherlands and Portugal were causing tensions within the Alliance. 

The Cabinet— 
Took note of these statements. 

Aid to Countries ' 4. The Cabinet had before them a memorandum by the 
Overseas Chancellor of the Exchequer (C. (62) 68) about the current level of 
(Previous expenditure on aid to countries overseas and the possible growth of 
Reference: this expenditure. 
C C  . (61) 5th 
Conclusions, The Chancellor of the Exchequer said that, as our balance of 
Minute 2) payments improved, we should come under increasing pressure to 

increase the level of aid on a bilateral basis and to contribute more to 
international agencies for this purpose. He had therefore circulated 
for the information of the Cabinet a summary showing the position 
already reached and the new claims now outstanding. We could not 
escape our obligations to the International Development Association, 
the United Nations Special Fund, the Indus Basin Development Fund 
and the European F u n d ; and, if we joined the European Economic 
Community, we should have to contribute to its Overseas Development 
Fund. Within the Commonwealth Nigeria and Kenya would need 
substantial assistance, and some short-term support would have to be 
provided for the Central African Federation. India and Pakistan 
were pressing for larger contributions. We had already agreed to 
give generous assistance to British Honduras for reconstruction work 
following the recent hurricane. As regards foreign countries, 
particular difficulties arose over Egypt, whose recent request for 
further aid was said to be based on a desire to reduce its dependence 
on funds from the Soviet bloc. It would be inexpedient to discourage 
such a change of alignment; and further assistance could be made 
conditional on fulfilment of obligations under the Anglo-Egyptian 
Financial Agreement. But if aid were extended to Egypt, it would be 
difficult to justify less generous treatment for Iran and Turkey, whose 
past support of our policies in the Middle East gave them greater 
claims to our consideration. 

The Colonial Secretary said that it might also be necessary to 
consider shortly the grant of economic aid to Aden. 

The Cabinet-

Took note of C. (62) 68 and of the statements made in their 
discussion. 

Industrial 5. The Minister of Labour said that the employers' and workers ' 
Disputes . representatives concerned with the threatened dock strike had failed 
Nat ional Dock to reach agreement at the meeting of the National Joint Industrial 
Strike Council on 8th May. An offer already made by the employers and 
(Previous accepted by the unions would provide an increase in pay of about 
Reference: 3 per cent, for dockers who were paid on piece rates. An additional 
C C  . (62) 29th Is. per day, equivalent to 3 per cent., had been offered for those paid 
Conclusions, on a time basis (which would affect overtime payments to piece-rate 
Minute 1) dockers) and the employers had undertaken to consider the 



establishment of negotiating machinery with a view to a reduction 
in hours from 44 to 42 per week with effect from 1st January, 1963. 
The expected reduction of hours would add a further 4 to  A \ per cent, 
to the wages bill. The unions were, however, asking for an additional. 
Is. 6d. instead of Is. per day for those paid on a time basis: and an 
extra 6d. would amount to a further \ \ per cent, on the time rates, 
making a total increase of 3£ per cent, in time and piece rates 
combined. Officials of his Department had seen representatives of 
the two sides separately on the previous day and, although there 
seemed to be no prospect of agreement between them, he would 
himself see the employers and later the union representatives that 
afternoon. The two main points for consideration were whether, if 
the employers showed a desire to increase their offers, they should 
be discouraged from doing so; and whether, if they showed no such 
desire, the Government ought to press them to make an increased 
offer. Strike notices had already been issued and, unless these were 
withdrawn, a national dock strike would begin at midnight on Sunday, 
13th May. 

The Cabinet first considered what arrangements should be made 
if efforts to avert the strike were unsuccessful. There was general 
agreement that the Government would be expected to act swiftly to 
secure the continuance of essential supplies and services and that a 
Proclamation of Emergency should be made on the morning of 
14th May. Emergency Regulations, which should be ma"de on the 
same day, could be debated in both Houses of Parliament on 17th May. 
Steps should be taken to enable at least some troops to start work in 
the docks on 14th May. For this purpose reconnaissance parties 
(who should wear civilian clothes) could hold.discussions with port 
authorities in the dock areas during the afternoon of Saturday, 
12th M a y ; and advance parties could move during Sunday, 13th May 
(or, if necessary, on the previous evening) to the areas in which the 
troops would be accommodated. Substantial bodies of troops would 
have to be moved during Sunday, 13th May, but troops would not 
be introduced into the ports themselves until the morning of 14th May. 

In discussion of the attitude to be adopted by the Government 
towards the threatened strike there was general agreement that the 
overriding objective must be to avoid a major breach of the 
Governments incomes policy. On the other hand, any positive 
attempt to restrain the employers from making an improved offer 
would be taken as confirmation of the charge, which was already 
being made, that the Government did not want a settlement and were 
indeed creating a strike about a mere 6d. per day. The accusation 
that the Government wanted a strike should be firmly denied by the 
Minister of Labour in the discussions with the two sides which would 
take place that afternoon. In the talk with the employers, he should 
say nothing which could be represented as dissuading them from 
making a further offer if they decided for themselves that such an 
offer should be made, but he should make it plain that the Government 
were not pressing them to make such an offer. He should do his 
utmost to ensure that the employers themselves gave adequate 
publicity to the offers they had made and, in particular, brought out 
the full meaning of the commitment in regard to hours. Disclosure 
of the facts, in terms of percentage increases, would demonstrate that 
the offers already made went far beyond the limits of the Governments 
incomes policy. In speaking to the union representatives he could 
draw attention to the favourable nature of the offers made and could 
stress the unfortunate long-term effects of strike action, not only in 
the docks themselves, where the programme for decasualisation would 
be delayed, but also in the economy of the country generally. Both 
in the discussion with the two sides and in answer to the Questions 
which would be put to Parliament that day, it would be important 



that the Minister of Labour should not step outside his constitutional 
role as a conciliator; and he should avoid giving any ground for an 
allegation that the Government were taking sides in the dispute. 

In further discussion the following points were made: 

Incomes Policy 
(Previous 
Reference: 
C.C. (62) 5th 
Conclusions, 
Minu te 6) 
Nurses 

(a) There was a conflict between the traditional function of the 
Minister of Labour as a conciliator in industrial disputes and his 
function as an exponent of the Governments incomes policy. The 
logical consequence of that policy was that the Government should 
publicly deprecate offers of wage increases in private industry which 
would mean that justifiable increases could not be given in other 
industries and in particular in those employments where remuneration 
was directly under the Governments control. In present 
circumstances the prudent course would be to avoid giving either 
party to the dispute ground for claiming that the Government had 
intervened either to promote a settlement by encouraging the 
employers to concede an increase or to prevent a settlement by 
encouraging them to stand fast. 

(b) It was possible that if a strike started it would spread to 
workers in other branches of the Transport and General Workers 
Union. The repercussions could be serious for the national economy 
and in particular for the export trade. But it would be unwise to 
seek at the outset to employ troops on loading ships for export. First 
priority should be given to unloading essential and perishable 
foodstuffs. Plans should, however, be prepared which would enable 
troops to be used more widely at a later stage, if necessary at the 
expense of disrupting the training programme. 

(c) The repercussions of a settlement on the basis of an improved 
offer would also be serious. Even on the basis of the offers already 
made, railwaymen would be able to claim in October that they should 
have a substantial advance on the settlement reached with them 
earlier in the year. 

The Cabinet— 
(1) Invited	 the Minister of Labour to ensure that the dock 

employers gave full public explanations of the 
improvements in pay and working hours which had been 
offered to the unions. 

(2) Authorised	 the Home Secretary to arrange, as might be 
necessary, for a Proclamation of Emergency and the laying 
of Emergency Regulations on the morning of 14th May 
and for debates in both Houses of Parliament on 17th May. 

(3) Agreed that troops should not be introduced into dock	 areas 
before the morning of 14th May and that preliminary 
steps towards their introduction should be confined to 
reconnaissance discussions with port authorities on the 
afternoon of 12th May, the movement of advance parties 
to accommodation areas from the evening of 12th May 
onwards and the movement of troops themselves to 
accommodation areas during 13th May. 

6. The Minister of Health said that after discussions with the 
Ministers concerned he now proposed that the Management Side of 
the Nurses and Midwives Whitley Council should be authorised to 
suggest to the Staff Side that negotiations on improvements in the 
present pay structure should be resumed. The object would be to 
consider without prejudice the best means of deploying any extra 
money which the Government might eventually make available for 
the improvement of nurses' pay. The Management Side would make 
it clear that any agreement on a revised wage structure might have 
to be implemented in stages. If the Cabinet accepted this proposal 



he would announce it during the debate in the House of Commons 
on 14th May. 

The Cabinet— 
Authorised the Minister of Health to arrange for the 
Management Side of the Nurses and Midwives Whitley 
Council to resume negotiations with the Staff Side on 
improvements in the present pay structure for nurses, on 
the basis which he had indicated; and to make an 
announcement to this effect in the debate in the House of 
Commons on 14th May. 

The Home Secretary informed the Cabinet that the Morrison 
Committee, which had been appointed to review the pay of probation 
officers, had unanimously recommended an increase of the order 
of 30 per cent. The negotiating body had considered this 
recommendation and had concluded that an increase of about 10 per 
cent, would be appropriate. In present circumstances he had felt 
bound to reject these recommendations. He proposed to announce 
in the House of Commons that afternoon, in terms which he had 
agreed with the Chief Secretary, Treasury, that the increase of the 
pay of probation officers must be restricted to 2\ per cent., and that 
any further implementation of the recommendations of the Morrison 
Committee must be deferred until the end of the year. This decision 
would be severely criticised, since the importance of the work of 
probation officers and the inadequacy of their present rates of pay 
were widely recognised; but he had concluded that no other course 
of action was possible at the present stage. 

The Cabinet— 
Took note of this statement by the Home Secretary. 

7. The Minister of Transport said that the Government were 
now in dispute with the United States Administration on two separate 
but related issues concerned with the control of shipping. The first 
of these—flag discrimination—was a complaint of long standing. The 
second—the attempt to control international liner conferences—was 
a more recent and more serious development. The Federal Maritime 
Commission was seeking to apply a large number of new restrictions 
to foreign ships working into or from United States ports. This was 
open to objection on two grounds. First, it was wrong in principle 
that a single State should claim the right to alter unilaterally the rules 
governing international shipping. Secondly, the legislation under 
which the Commission were taking action clearly discriminated in 
favour of United States commerce in general and United States 
shipping in particular. The Minister said that he had advised shipping 
companies in this country to refuse to produce the documents 
demanded by the Commission; but the Commission had insisted that 
under United States legislation they had a right to demand them and 
a deadlock had been reached. If the documents had not been 
produced by early June, the Commission might refer a test case for 
decision in the United States courts and the British shipping company 
concerned would be liable for heavy damages. 

The Attorney-General reminded the Cabinet that when this 
matter had last been considered at the end of February 1962, 
consideration was being given to the possibility of a reference to the 
International Court. On an earlier occasion when the United 
Kingdom Government had been in dispute with the United States 
Government on a similar question of jurisdiction in matters arising 



Federation 
of Rhodesia 
and 
Nyasaland 
(Previous 
Reference: 
C C  . (62) 29th 
Conclusions, 
Minute 2) 

under United States anti-trust legislation, the threat of reference to 
the International Court had produced a settlement. It still seemed 
likely that this would be an effective sanction in the present case, but 
he had not been fully informed of the latest developments. 

The Chancellor of the Exchequer said that after the discussion 
at the end of February to which reference had been made officials had 
been instructed to prepare a comprehensive report. This had not yet 
been received and work on it should be accelerated. 

The Cabinet— 
Invited the Foreign Secretary to consider, in consultation 
with the Minister of Transport and the Attorney-General, 
what action could be taken to challenge this claim by the 
United States Maritime Commission to exercise jurisdiction 
over British shipping companies; and to report their 
conclusions to the Prime Minister. 

8. The Home Secretary informed the Cabinet that he would 
that evening be leaving London on his visit to the Federation of 
Rhodesia and Nyasaland. His latest information was that, while 
relations between the United Kingdom Government and the Federal 
Government were still in a strained and delicate state, the Federal 
Prime Minister was unlikely to take any step before his arrival which 
would have the effect of prejudicing the atmosphere in which his 
discussions would be held. He would make a full report to the 
Cabinet on his return. 

The Cabinet wished the Home Secretary success in his 
forthcoming mission. 

Cabinet Office, S.W.1, 
10th May, 1962. 
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CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at Admiralty House, S.W.1, 
on Tuesday, 15th May, 1962, at 11 a.m. 

Present: 
The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister 

The Right Hon. VISCOUNT KILMUIR, The Right Hon. SELWYN L L O Y D , Q.C., 
Lord Chancellor M.P., Chancellor of the Exchequer 

(Items 1-3) 
The Right Hon. T H E EARL OF H O M E , The Right Hon. VISCOUNT HAILSHAM, 

Secretary of State for Foreign Affairs Q.C., Lord President of the Council 
(Items 1-3) and Minister for Science 

The Right Hon. HENRY BROOKE, M.P. , The Right Hon. JOHN MACLAY, M.P., 
Chief Secretary to the Treasury and Secretary of State for Scotland 
Paymaster General 

The Right Hon. DUNCAN SANDYS, M.P. , The Right Hon. IAIN MACLEOD, M.P., 
Secretary of State for Commonwealth Chancellor of the Duchy of Lancaster 
Relations 

The Right Hon. HAROLD WATKINSON, The Right Hon. Sir DAVID ECCLES, M.P., 
M.P. , Minister of Defence Minister of Education 

The Right Hon. PETER THORNEYCROFT, The Right Hon. L O R D M I L L S , Minister 
M.P. , Minister of Aviation without Portfolio 

The Right Hon. REGINALD MAUDLTOG, The Right Hon. JOHN HARE, M.P., 
M.P. , Secretary of State for the Minister of Labour 
Colonies 

The Right Hon. EDWARD HEATH, M.P. , Dr. The Right Hon. CHARLES H I L L , 
Lord Privy Seal M.P., Minister of Housing and Local 

Government and Minister for Welsh 
Affairs 

The Right Hon. E R N E S T MARPLES, M.P., The Right Hon. FREDERICK ERROLL, 
Minister of Transport M.P., President of the Board of Trade 

Also present: 
The Right Hon. MARTIN REDMAYNE. 

M . P . , Parliamentary Secretary, 
Treasury 

Secretariat: 
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Laos
(Previous
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Aid to 
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(Previous 
Reference: 
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C.C. 33 (62) 

 1. The Foreign Secretary said that Pathet Lao forces, after 
 routing the Royal troops at Nam Tha, had advanced to within 30 
 miles of the frontier of Thailand. If they chose to exploit this 

 situation, they could over-run northern Laos and threaten the security 
f Thailand. The United States Government had therefore decided 0 

h h f  which they already had in Thailand should be moved 
forward to the Mekong River and reinforced by Marines from the 
Seventh Fleet. They had taken this unilateral action, in agreement 
with the Government of Thailand, with the deliberate purpose of 
avoiding an appeal for multilateral intervention in Laos by the 
South-East Asia Treaty Organisation. They had no present intention 
of sending troops into Laos. In parallel with these military movements 
they had intensified their diplomatic pressure for the formation of a 
national Government in Laos. As a result Prince Souvanna Phouma 
had indicated his intention to return to Laos from Paris; and it was 
also understood that General Phoumi was now willing to agree that 
in a national Government the portfolios of defence and internal 
affairs should be held by Ministers of moderate political views. Thus, 
there was still some hope that the situation in Laos might be resolved 
by peaceful means. 

t a t  t e o r c e s

The Prime Minister said that it was important that the Australian 
Government should be kept fully informed of the nature and purpose 
of these American initiatives. 

The Cabinet— 
Took note of the Foreign Secretary's statement and invited 
him to arrange for the Australian High Commissioner in 
London to be informed of these developments. 

2. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (62) 74) on the grant of economic 
aid to Egypt. 

The Chancellor of the Exchequer said that the Egyptian economy 
was likely to be in deficit to the extent of $60 or $70 million in 1962. 
The Egyptian Government professed to be anxious to reduce their 
dependence on the Soviet bloc and were seeking to negotiate loans 
from the West. The United States Government had already agreed 
to make a loan of $20 million and to lend up to a further $10 million 
to match any loans by other Governments in excess of $20 million. 
The Egyptian Government were hoping to secure loans amounting 
in all to another $60 or $70 million from the United Kingdom, 
Germany and Italy. Our own position was complicated by 
outstanding difficulties under the Anglo-Egyptian financial agreement. 
The Egyptian Government had not completed the de-sequestration 
of British property in Egypt and even on properties which had already 
been dealt with had failed to fulfil their obligation to allow sterling 
transfers up to £5,000 per head in respect of the assets in Egypt of 
United Kingdom nationals. It was estimated that outstanding claims 
under the financial agreement might amount to some $8 million. 
It would be politically impossible to make a loan to Egypt unless we 
had either secured a settlement of these outstanding claims in advance 
or made their settlement a first charge on the loan. This would mean 
in practice that of a loan of $10 million only $2 million could be 
regarded as free aid and even that would be tied to the purchase of 
British goods. 

There were two other factors to be taken into account. First, 
a loan which merely enabled the Egyptian Government to clear 
outstanding claims would not be without its value to them. The 



International Bank for Reconstruction and Development (I.B.R.D.) 
had indicated that they would be prepared to consider setting up a 
consortium for long-term aid to the Egyptian economy, but had 
made it a prior condition that the Egyptian Government should 
first have honoured their international obligations. A settlement of 
their outstanding claims would therefore be of direct help to them 
in getting this consortium established. Secondly, free aid by the 
United Kingdom at the present stage, even though limited in amount, 
would be of help to the Egyptian Government in persuading the 
German and Italian Governments to follow suit. On the other hand, 
if any aid were given to Egypt it would be difficult to reject claims 
from Turkey, Iran and probably Greece, although it was likely that 
we should have to give some aid to those countries in any event. 

The Foreign Secretary said that the grant of economic aid to 
Egypt might prove to be a turning point in Anglo-Egyptian relations. 
He believed that the Egyptians were genuinely anxious to reduce their 
dependence on the Soviet bloc. H e hoped that a loan of the order 
of $ 12 million could be made ; for, on the assumption that $8 million 
would be applied towards the payment of United Kingdom claims, 
this would leave $4 million as free aid. A loan of $10 million would 
leave only $2 million as free aid and this could hardly be represented 
as a generous gesture to Egypt in her present difficulties. 

In discussion the following points were made: 
(a) It would be unfortunate if the grant of aid to Egypt had the 

effect of reducing the amounts available for Commonwealth countries, 
who had a greater claim on our available resources. It v/ould, 
however, be unrealistic to impart too much rigidity into the collation 
of our aid programmes. Each case had to be dealt with on its merits 
and the Commonwealth countries were already absorbing a very large 
share of the total. 

(b) There was a risk that the Egyptian economy might continue 
to decline unless the Egyptian Government were prepared to change 
the whole basis of their present planning, particularly in the defence 
field and the purchase of arms. The provision of economic aid might 
merely encourage them in their present course and we should then 
be faced with demands for further loans later. As against this it 
could be argued that most of the present troubles of the Egyptian 
Government stemmed from the failure of the cotton crop in 1961. 
They had already accepted the need for drastic measures to redress 
the balance of Egypt's economy: many of these had been proposed 
by the International Fund as conditions of aid from the Fund. 

(c) The professions of greater goodwill towards us which the 
Egyptian Government were now making were not matched by their 
actions. A constant stream of anti-British propaganda was still being 
put out on Cairo Radio, and they were spending large sums of money 
in subventions to extreme nationalist and anti-colonial leaders and 
movements in Africa and the Middle East. If their professions of 
good intent were genuine, it would be not unreasonable to ask for 
some earnest of those intentions, e.g., by a cessation of anti-British 
propaganda, before any loan was granted. 

(d) There would be advantages in restricting the amount of the 
loan to $8 million. This would avert the danger that outstanding 
United Kingdom claims on Egypt would once again become a live 
political issue; it would have advantages to Egypt in respect of the 
International Bank; and it would be less likely than a larger loan 
to stimulate demands from other countries. There could be no 
question of any loan being granted at concessionary rates of interest. 

(e) It was difficult to see why the Egyptian Government should 
attach so much importance to a Government loan which would be 
tied to the purchase of British goods, since they had already negotiated 
a commercial line of credit of £20 million which had hardly been 
used. The most probable explanation was either that they had 
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refrained from using the commercial credit in the hope of getting 
better interest rates out of the Government or that they attached 
particular importance to a loan from the Government in the hope 
of using it as a lever with which to extract loans from other 
Governments. It would at some stage be necessary to determine 
whether the United States Government would regard a loan of S8 
million as qualifying towards the $20 million above which they had 
undertaken to make a further loan on a dollar-for-dollar basis. 

Summing up the discussion, the Prime Minister said that the 
general sense of the Cabinet seemed to be in favour of making a 
loan to the Egyptian Government of at least $8 million which would 
be used to settle outstanding United Kingdom claims. The 
presentation of such a decision would need to be carefully considered. 
It would be necessary to make it clear to public opinion in this country 
that the loan had been made conditional on a settlement of claims, 
but at the same time it would be necessary to avoid giving offence to 
public opinion in Egypt since one of the main objects of making a 
loan was to improve Anglo-Egyptian relations. So far as concerned 
the provision of aid over and above $8 million, it would be necessary 
to discuss with the Egyptian Government what we might look to 
them to provide in return; we should clearly be the more inclined to 
make extra aid available if the tone of their propaganda improved 
and if in other ways they adopted a more helpful attitude. Here 
again the method and manner of presentation to the Egyptian 
Government would need further study. 

The Cabinet— 
Invited the Chancellor of the Exchequer and the Foreign 
Secretary to consider in the light of their discussion the 
form of the instructions which might now be sent to Her 
Majesty's Ambassador in Cairo and to make a further report 
to the Cabinet. 

3. The Cabinet were informed of the circumstances in which 
the port employers had settled the wage claim by the dockers and 
had thus averted the national dock strike which would otherwise 
have begun at midnight on 13th May. 

Until mid-day on 12th May, when the Government had decided 
not to propose the appointment of a Court of Inquiry and to move 
troops into dock areas on 14th May, the information available to 
Ministers was that the port employers were prepared, contrary to 
their earlier intention, to concede an increase of Is. per day to dockers 
paid on time rates and also to concede with effect, from 1st January, 
1963, a reduction in working hours from 44 to 42 hours per week. 
In private discussions with union representatives, the employers had 
indicated that they mght advance their offer on pay to Is. 2d. per 
day, but this suggestion had not in fact been put to the Delegate 
Conference of union representatives which had met on 11th May. 
The conference had been asked to agree to a postponement of the 
strike for seven days but had rejected the suggestion. During the 
latter part of 12th May, however, the employers, after being repeatedly 
warned that a settlement even on the basis of an increase of Is. per 
day would not be in accord with the Governments incomes policy, 
had indicated their intention of offering Is. 4d. per day and bringing 
forward the effective date for a reduction in hours to 1st October. 
In his references to the Governments incomes policy the Minister 
of Labour, with the authority of the Prime Minister, had been more 
explicit than the Cabinets discussion on 10th May would have 
warranted. In the event, talks between the employers and union 
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representatives which took place late on Saturday in the Ministry of 
Labour building (though without the participation of the Minister or 
his advisers) had resulted in the withdrawal of strike notices on the 
basis of a Is. 6d. per day increase in pay and a reduction in hours to 
42 per week with effect from 27th August. In their announcement 
the employers had made it clear that this settlement could not be 
regarded as falling within the scope of the incomes policy but had 
justified it on the basis of special circumstances in the dock industry. 

The Cabinet— 
Took note of these statements. 

4. In the light of the discussion recorded in the preceding 
Minute the Cabinet reviewed the position of the Governments 
incomes policy. 

The Cabinet recognised that the action taken by the port 
employers would be a further blow to this policy. Restraint had 
been exercised over pay increases in the public services in the hope 
that employers in private industry would follow this example, but 
a sharp contrast was now emerging between the strict control over 
remuneration in the public sector and the Governments inability 
to restrain wage increases in private industry. The debate in 
Parliament on the previous day on the pay of nurses had shown 
that many Government supporters were disturbed by this contrast, 
and the Governments policy would be likely to be further undermined 
unless early steps could be taken both to formulate means of providing 
for a new evaluation of the pay appropriate to various public service 
and professional employments and also to secure more effective 
control over pay settlements in private industry. There was no doubt 
that the incomes policy adopted in July 1961 and developed in the 
White Paper on Incomes Policy published in February 1962 
(Cmnd. 1626) had been broadly successful in its main aim of preparing 
a base for economic expansion and improving the competitive power 
of the national economy in relation to other countries. But the 
policy had not carried sufficient conviction with the public at large 
and in particular with employers in private industry. There had been 
a general failure to understand that substantial increases in pay could 
be given to deserving groups of work-people only if there were 
safeguards to prevent other groups from pressing consequential 
claims; and employers had not grasped the vital importance of 
securing a sound base for expanding the rate of growth in the 
economy. 

In summing up the discussion the Prime Minister reminded the 
Cabinet of the difficulty of operating an effective incomes policy in a 
free society. In seeking solutions to the problem, it should be kept 
in mind that the reasons why employers did not follow the 
Governments advice varied from industry to industry. In some 
industries the consequences of a stoppage could be so disastrous 
that employers were under strong pressure to concede the wage 
increases necessary to avert it; in other industries this situation 
varied from firm to firm; on other occasions wage increases had been 
conceded through unskilful handling of negotiations. It would be 
useful to have a statement showing the wage settlements made since 
July 1961 and an estimate of the extent to which wages would have 
risen if the Governments incomes policy had not been introduced. 
It would also be useful if a comparison could be made of the movement 
of wages and prices, and the progress of inflation, in the United 
Kingdom and in other countries in Western Europe during this period. 
It would also be important to examine the implications for incomes 
policy of the assumption recently made by the National Economic 
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Development Council that 4 per cent, per annum should be the rate 
of growth in the gross domestic product to be adopted in the Counci ls 
study of the economy. 

The Prime Minister said that on the following day the Economic 
Policy Committee would be considering proposals for a new method 
of evaluating employments in which increases appeared to be called 
for at levels above those implied in the White Paper on Incomes 
Policy. The Cabinefs discussion should be resumed as soon as 
possible after that meeting and the work which was already in hand 
by officials in preparation for the next phase of the incomes policy 
should be pressed forward urgently. 

The Cabinet— 
(1) Invited the	 Minister of Labour to circulate a paper setting 

out the significant facts in the evolution of incomes policy 
since July 1961, together with an estimate of what the 
wages and prices situation would have been in the absence 
of that policy; and to inform them of the wage and price 
levels obtaining in other countries in Western Europe. 

(2) Invited the Chancellor of the Exchequer to circulate a paper 
on the effect upon incomes policy of the assumption 
recently made by the National Economic Development 
Council about a rate of growth in the gross domestic 
product of 4 per cent, per annum. 

(3) Agreed	 to resume their consideration of incomes policy in 
the light of the discussion to be held by the Economic 
Policy Committee on the following day. 

5. The Cabinet had before them memoranda by the Lord 
President (C. (62) 62) and the President of the Board of Trade 
(C. (62) 61) on the action to be taken by the Government in the 
light of the report of an inquiry by the Board of Trade into resale 
price maintenance. 

The Lord President said that discussion in the Economic Policy 
Committee had disclosed differences of view on this question. On 
the whole there had been support for the conclusion that the economic 
arguments for prohibiting resale price maintenance were strong, but 
opinions had been divided on the question whether the Government 
should announce their intention to introduce legislation in due course 
to abolish it. He did not wish to express a personal view on the 
merits of the economic argument, but he desired to make the legal 
position plain to the Cabinet. By Section 25 of the Restrictive Trade 
Practices Act, 1956, the Government had extended the protection 
given by the law to resale price maintenance. Before the passing of 
that Act contracts of sale had been enforceable only between the 
original parties to the contract; the Act of 1956 had made it possible 
to enforce such contracts in respect of third parties. What was now 
proposed was not merely to remove the right of enforcement on 
third parties, but to make it impossible to enforce as between the 
original parties those parts of a contract which related to resale 
price maintenance. This might be criticised as involving a complete 
change of policy in a comparatively short period of time. 

The President of the Board of Trade said that he had found 
himself unable to recommend any compromise between the total 
abolition of resale price maintenance and a continuation of present 
arrangements. For the reasons given in his memorandum any provision 
for exemptions from a general rule prohibiting resale price 
maintenance would increase the complexity of the legislation required, 
would sharpen controversy and would lead to constant pressure for 
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the extension of the range of exemptions. He had formed the view 
that political opinion in the country, particularly among the younger 
generation, was opposed to resale price maintenance in its present 
form. There would of course be strong opposition from small 
shopkeepers, but the public in general regarded resale price 
maintenance as a device to keep prices high and to support business 
interests against the interests of the consumer. 

In discussion the following points were made : 
(a) The economic case for the abolition of resale price 

maintenance had not been accepted by all Ministers: it could be 
argued that its abolition would lead to a decline in quality and in 
standards of service as well as being unfair to the small trader. 

(b) It was unlikely that room could be found for legislation on 
this subject in next year's programme; and it would be politically 
damaging to announce an intention to legislate far in advance of the 
introduction of a Bill. This would give time for commercial opposition 
to organise and mount a campaign against the Government, while 
those who might be expected to welcome the legislation would be 
unlikely to support the Government until the legislation had actually 
been enacted and its benefits had made themselves felt. 

(c) It might be better to confine action for the time being to the 
repeal of Section 25 of the Restrictive Trade Practices Act, 1956. 
This might perhaps be done as part of some larger measure affecting 
the Board of Trade. 

(d) In.view of the impossibility of promoting early legislation, 
the difficulty of timing which this would cause, and the continuing 
difference of view between Ministers about the economic advantages 
of abolition, it might be preferable to postpone a decision. It would, 
however, be necessary for the President of the Board of Trade to make 
an early announcement about the Governments views on the report 
of the recent inquiry. The terms of this announcement could best be 
considered by the Economic Policy Committee. 

The Cabinet— 
Invited the Chancellor of the Exchequer to arrange for the 
Economic Policy Committee to consider further, in the light 
of their discussion, the terms of an announcement of the 
Governments attitude towards the report of the inquiry 
into resale price maintenance. 

6. The Cabinet had before them a memorandum (C. (62) 67) 
by the Chancellor of the Exchequer and the Chief Secretary, Treasury, 
on the project for a National Theatre. 

This memorandum explained that the Arts Council had advised 
 the Government to accept the scheme put forward by the Joint Council 

 and to arrange for it to be put into effect. The first steps would be 
the appointment of a National Theatre Board and of a separate 
South Bank Theatre Board to supervise the building of the National 
Theatre and the new Opera House on the South Bank. 

The Cabinet— 
Approved the proposals in C. (62) 67 and authorised the 
Chief Secretary, Treasury, to make an announcement on 
the lines proposed in paragraph 8 of that memorandum. 

Cabinet Office, S.W.1, 
15th May, 1962. 
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the extension of the range of exemptions. He had formed the view 
that political opinion in the country, particularly among the younger 
generation, was opposed to resale price maintenance in its present 
form. There would of course be strong opposition from small 
shopkeepers, but the public in general regarded resale price 
maintenance as a device to keep prices high and to support business 
interests against the interests of the consumer. 

In discussion the following points were made : 
(a) The economic case for the abolition of resale price 

maintenance had not been accepted by all Ministers: it could be 
argued that its abolition would lead to a decline in quality and in 
standards of service as well as being unfair to the small trader. 

(b) It was unlikely that room could be found for legislation on 
this subject in next year's programme; and it would be politically 
damaging to announce an intention to legislate far in advance of the 
introduction of a Bill. This would give time for commercial opposition 
to organise and mount a campaign against the Government, while 
those who might be expected to welcome the legislation would be 
unlikely to support the Government until the legislation had actually 
been enacted and its benefits had made themselves felt. 

(c) It might be better to confine action for the time being to the 
repeal of Section 25 of the Restrictive Trade Practices Act, 1956. 
This might perhaps be done as part of some larger measure affecting 
the Board of Trade. 

(d) In.view of the impossibility of promoting early legislation, 
the difficulty of timing which this would cause, and the continuing 
difference of view between Ministers about the economic advantages 
of abolition, it might be preferable to postpone a decision. It would, 
however, be necessary for the President of the Board of Trade to make 
an early announcement about the Governments views on the report 
of the recent inquiry. The terms of this announcement could best be 
considered by the Economic Policy Committee. 

The Cabinet— 
Invited the Chancellor of the Exchequer to arrange for the 
Economic Policy Committee to consider further, in the light 
of their discussion, the terms of an announcement of the 
Governments attitude towards the report of the inquiry 
into resale price maintenance. 

6. The Cabinet had before them a memorandum (C. (62) 67) 
by the Chancellor of the Exchequer and the Chief Secretary, Treasury, 
on the project for a National Theatre. 

This memorandum explained that the Arts Council had advised 
t h e Government to accept the scheme put forward by the Joint Council 

 and to arrange for it to be put into effect. The first steps would be 
the appointment of a National Theatre Board and of a separate 
South Bank Theatre Board to supervise the building of the National 
Theatre and the new Opera House on the South Bank. 

The Cabinet— 
Approved the proposals in C. (62) 67 and authorised the 
Chief Secretary, Treasury, to make an announcement on 
the lines proposed in paragraph 8 of that memorandum. 

Cabinet Office, S.W.1, 
15th May, 1962. 
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 1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

2. The Foreign Secretary said that the decision of the United 
States Government to send reinforcements to Thailand had been 
taken in order to stiffen the morale of the Thais and to deter the 
Russians from encouraging further aggression by the Pathet Lao. 
The United States Government had suggested that other members 
of the South-East Asia Treaty Organisation (SEATO) should 
associate themselves with this action by sending token forces into 
Thailand. The Governments of Australia and New Zealand had 
already indicated their readiness to do this. He hoped the Cabinet 
would agree that the United Kingdom should also contribute token 
forces, if so requested by the Government of Thailand. The Defence 
Committee recommended that, if such a request were made, v/e 
should send back the squadron of fighter aircraft which had recently 
taken part in a SEATO exercise in Thailand. 

The Prime Minister said that, subject to the Cabinets approval, 
he would say, in answer to a Private Notice Question in the House of 
Commons that afternoon, that if the Government of Thailand asked 
for our assistance, we should be ready to supply a squadron of 
fighter aircraft in support of the United States forces already in 
Thailand. He would explain that this action was being taken under 
Article 4 (2) and (3) of the Manila Treaty. 

Discussion showed that the Cabinet were in full agreement with 
this proposal. 

The Cabinet— 
(1) Agreed that, if the	 Government of Thailand asked for our 

assistance, we should send a squadron of fighter aircraft 
to support the United States forces in Thailand. 

(2) Took note that the Prime Minister would make	 a statement 
to this effect in the House of Commons that afternoon. 

(3) Authorised	 the Commonwealth Secretary to inform the 
Government of Malaya of the response which we 
proposed to make to any such request from the 
Government of Thailand. 

3. The Cabinet had before them memoranda by the Chief 
Secretary, Treasury (C. (62) 69), the Minister of Education (C. (62) 71) 
and the Lord President (C. (62) 75) on the level of grants to students. 

The Chief Secretary, Treasury, said that, while he did not 
question the basis on which the proposed increases had been 
calculated, he found difficulty in reconciling them with current 
Government policy for university expenditure generally. At a time 
when the Government had found it impossible to meet in full the 
requests of the University Grants Committee and were limiting the 
increase in the salaries of university teachers to 3 per cent., Ministers 
would appear to have a distorted sense of priorities if students were 
given substantially larger increases amounting in some cases to 32 per 
cent. He recognised, however, that the Government were placed in 
an invidious position by the recommendations of the Hill Committee 
and that it would be difficult to justify the total rejection of theii 
recommendations. He had, therefore, proposed as a compromise 
that the increases should be implemented over a three-year period. 



The Minister of Education said that the whole basis of the 
present system of grants for students might have to be re-examined 
when the report of the Committee for Higher Education had been 
received. Meanwhile, he saw no alternative to accepting the 
increases which he had proposed. When the Government had 
widened the field of eligibility for these grants, they had undertaken 
to review not only the standards of grants as between the various 
types of university and the other centres of higher education, but 
also the level of individual grants in relation to the students ' needs. 
The Hill Committee had advocated an average increase of the order 
of 30s. per week; his own proposals were for an increase of the order 
of 15s. per week. This reduction of the Committee's proposals 
already involved an element of political risk, but could be justified 
on the ground that an increase of 15s. per week corresponded 
broadly to the rise in the cost of the students' budget since the last 
review in 1958. But to reduce the increase to 5s. a week, as suggested 
by the Chief Secretary, would lead to very great difficulties. The 
evidence available to him suggested that university teachers, in spite 
of their disappointment about their own salaries, would support the 
increases to students which he proposed. 

The Lord President said that, whatever decision the Cabinet 
might take on university students in general, he hoped they would 
acknowledge that the postgraduate students were in a special 
category. There were only 3,000 of these students, and the future 
of scientific teaching in this country depended on maintaining their 
numbers and quality. Postgraduate students in science were drawn 
from graduates with first or second-class degrees for whose services 
there was keen competition. It was essential that a good proportion 
of the best students should be attracted into postgraduate work and 
there were already signs that standards were declining. Nothing was 
more likely to damage our scientific and economic future than a 
falling-off in the quality of postgraduate and research students. 
Moreover, grants to postgraduate students were not treated as 
income for tax purposes, and it was unjustifiable to use the 
Governments present incomes policy as an argument for denying 
them the increase to which they were entitled. 

In discussion the following points were made : 
(a) The amount of individual grants to students in this country 

and the number of students to whom they were granted produced a 
degree of State support for university education greater than in 
other European countries or in the United States. It might be 
necessary at some stage, particularly if the Committee on Higher 
Education recommended substantial increases in the total number of 
university students, to reconsider the whole financial basis for 
higher education. The Committee had already been given 
information about the systems in force in other countries. Radical 
changes of this kind would, however, have to form part of a 
long-term policy: decisions on the present proposals for increased 
grants would have to be taken in the context of existing policy. 

(b) Two Committees had already examined the system of grants 
to students, in terms of eligibility and of amounts. The 
recommendations of the Anderson Committee on eligibility had been 
severely pruned, and under the proposals of the Education Ministers 
and the Lord President the proposals of the Hill Committee on the 
amounts of grants would be similarly reduced. It would be 
politically undesirable to reject the recommendations altogether or 
to cut them to such an extent that the awards eventually made bore 
no relation to the line of argument on which the Committee had 
justified their own recommendations. 

The Cabinet— 
Agreed that awards to students including postgraduate 
students should be increased on the basis proposed by the 
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Education Ministers and by the Lord President as set out 
in the Annex to C. (62) 71. 
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4. The Committee had before them a memorandum by the 
Foreign Secretary (C. (62) 70) on Chinese representation in 
competent United Nations organisations. 

The Foreign Secretary said that certain agencies of the United 
Nations had the right to determine their own membership. These 
were known as " competent organisations". There was little 
likelihood that the Chinese Communist Government would apply 
for membership of any of these organisations, so long as they were 
excluded from the General Assembly, and they would probably 
reject such membership if it were offered. But the United States 
Government thought it possible that some member of the United 
Nations might make such a proposal with a view to embarrassing the 
Western Powers, and they had been considering what attitude they 
should adopt in that event. They would have no difficulty in 
opposing such a proposal since they had voted against the admission 
of Communist China to the United Nations itself. Our position 
was, however, more difficult since we had voted in 1961 in favour 
of Communist China's admission. He had suggested in his paper 
a compromise solution under which the United Kingdom 
representative would rest on the terms of a recommendation of the 
General Assembly on 14th December, 1950, which in effect required 
the membership of other organs of the United Nations to be aligned 
with the membership of the General Assembly itself. On the basis 
of this recommendation it would be possible to explain that, while 
we had voted for the admission of Communist China to the General 
Assembly, our view had not prevailed and we therefore accepted 
for the time being that her membership of other organs of the United 
Nations would be undesirable. He had suggested in the Annex to 
the paper a possible form of words which the United Kingdom 
representative in the United Nations might use if occasion arose. 

The Cabinet— 
Authorised the Foreign Secretary to inform the United 
States Secretary of State that, in the event of a proposal 
to seat Communist China in any competent organisation 
of the United Nations, the United Kingdom Government, 
while reaffirming publicly their view that the Chinese 
Communist Government should be seated in the United 
Nations, would oppose their membership of any subordinate 
organisation, under the terms of the General Assembly 
resolution of 14th December, 1950, so long as they were 
still excluded from membership of the General Assembly. 

5. The Chancellor of the Exchequer said that in the discussion 
at the Economic Policy Committee on the previous day there had 
been general agreement on the need for early action to reinforce the 
Government^ incomes policy. Preliminary consideration had been 
given to a number of possible steps, which were being further 
examined by officials and would be considered again by the 
Committee at a meeting during the following week. These included 
the making of a general direction or directions empowering the 
appropriate Ministers to call in, for their prior approval, wage 
settlements proposed in the nationalised industries; discouragement 
of breaches of the incomes policy in private industry by the imposition 



of discriminatory taxation or by price control; strengthening of the 
machinery at the Governments disposal for defeating strikes; and 
revaluing the pay of particular groups of work-people, possibly by 
the establishment of a form of standing Royal Commission. 

In discussion the following points were raised: 
(a) The public looked to the Government for a lead on the 

incomes policy to be adopted in the period before the National 
Economic Development Council could be expected to put forward 
considered recommendations. The urgency of giving such a lead had 
been increased by the growing tendency to assume that economic 
conditions were improving and by the imminence of a further claim 
for increased wages on the railways. 

(b) The issues involved in giving a general direction to the 
nationalised industries would require careful consideration. It could 
be argued, on the one hand, that these industries were generally 
regarded as being almost as much within the control of the 
Government as the public services and that, in view of their deficits, 
public opinion would welcome Government intervention in wage 
claims in those industries. Such intervention would broaden the 
effective base for the incomes policy and might indeed make it easier 
to provide exceptional treatment for groups of workers, such as 
nurses and probation officers, whose present remuneration was 
insufficient. The effect on the private sector should be the greater 
since employment in the nationalised industries was more comparable 
with employment in private industry. On the other hand, a general 
direction would tend to involve the Government itself in wage 
negotiations and might provoke sharp resentment both by the 
managements and by the unions in the nationalised industries; and 
any strike in protest against a wage award would, in effect, be a 
strike against the Government. Negotiations would become more 
rigid and might more readily break down; and it could not in any 
case be guaranteed that the influence which the Government sought 
to exercise over settlements in private industry would in practice be 
any greater if the area of direct control were extended. Examination 
of these issues would be assisted if the Cabinet were provided with 
a draft of the sort of direction which might be given. 

(c) Some part of the difficulty experienced in influencing private 
employers was due to the fact that the opportunity of exercising 
influence often did not arise until negotiations had reached an 
advanced stage and concessions had been made. It might be useful 
if the departmental Ministers concerned with particular industries 
could arrange to obtain earlier information about pending 
negotiations and could enter into general discussions with the 
employers on the question of wage restraint. 

The Cabinet— 
(1) Invited	 the Chancellor of the Exchequer to bring before 

them as soon as possible the draft of a general direction 
empowering the Ministers concerned with the nationalised 
industries to require proposed wage settlements in those 
industries to be submitted for their prior approval. 

(2)	 Invited the Chancellor of the Exchequer, in consultation with 
the Ministers concerned, to consider how best to 
strengthen the Governments ability to deal with extended 
strikes. 

(3)	 Agreed to resume their consideration of incomes policy in 
the light of further discussions to be held by the Economic 
Policy Committee during the following week. 
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 1. The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. 

2. The Foreign Secretary said that a difficult situation was 
again developing in the Congo. The Prime Minister of Katanga, 
Mr. Tshombe, while still in contact with the Prime Minister of the 
Central Congo Government, Mr. Adoula, and more particularly 
with the United Nations Representative in the Congo, Mr. Gardiner, 
was under virtual house arrest in Leopoldville. Mr. Tshombe had 
agreed to take as the basis for further discussion with Mr. Adoula 
a memorandum proposing that the outstanding differences between 
the Government of Katanga and the Central Government might be 
referred to independent commissions for consideration and settlement. 
If Mr. Adoula accepted this proposal, or if in any other way a 
reasonable settlement could be seen to be in sight, the United States 
Government would do what they could to persuade Mr. Adoula to 
reach agreement. But they had made it clear that if a reasonable 
settlement were refused by Mr. Tshombe and if it proved impossible 
to persuade the Union Miniere to bring effective financial pressure to 
bear, they would advise Mr. Adoula to adopt more forcible measures 
and would encourage him to believe that United Nations troops 
would again be used in support of the Central Government. The 
Acting Secretary-General of the United Nations was known to be 
reluctant to envisage the further use of United Nations troops, but 
would be under very heavy pressure to do so if the failure to reach 
agreement could be attributed to intransigence on the part of 
Mr. Tshombe. A proposal to use United Nations troops would in the 
first instance have to be referred to the Security Council: the use by 
the United Kingdom Government of its veto in the Security Council 
would lead to the immediate transfer of the issue to the General 
Assembly, where a resolution in favour of the use of troops would 
be bound to command a large majority. The effect of proceeding in 
this way would not therefore be to prevent a further outbreak of 
fighting in which United Nations troops would be involved, but would 
lose the United Kingdom Indian and Nigerian support in the United 
Nations and would also involve an open breach with the United States, 
whose support we were likely to need in the forthcoming debate on 
Southern Rhodesia. Present plans for the use of United Nations 
troops involved no more than the occupation of three key points which 
were of importance to the Union Miniere and whose occupation 
would, it was thought, make it easier for the Union Miniere to 
withhold the payment of revenue to Mr. Tshombe; but, once military 
action had been taken, it was impossible to predict the future course 
of developments. 

The C a b i n e t 
(1) Took note of this statement by the Foreign Secretary. 
The Foreign Secretary said that, in the light of Pak is tan i recent 

appeal to the Security Council, the Indian Government were likely to 
adopt an increasingly intransigent policy in their long-standing dispute 
with the Pakistan Government about Kashmir. They would reaffirm 
their rejection of the concept of mediation by any third party and 
repeat their demand that Pakistan should give up the territory in 
Kashmir which the Indian Government alleged to have been obtained 
by aggression. One reason for this hardening of the attitude of the 
Indian Government was the agreement which the Pakistan 
Government had recently reached with Communist China about the 
regulation of her northern boundary. The situation could quickly 
become critical. 

The C a b i n e t 
(2) Took note of this statement by the Foreign Secretary. 



National 3. The Chief Secretary, Treasury, said that the report of the 

Gallery enquiry conducted by Lord Bridges explained how Goya's portrait 

Theft of Goya's of the Duke of Wellington had been stolen and suggested a number of 
Portrait of the
Duke of
Wellington

Aid to 
Countries 
Overseas 
Egypt 
(Previous 
Reference: 
C.C. (62) 33rd 
Conclusions, 
Minute 2) 

^

 costly measures to improve the security of the National Gallery. The 
 report also made it plain that the risk of loss by theft was less than 

v ^  Q f  ^ r e  o r o t i i e  r n a t U r a l hazards. Nevertheless, steps had been 
taken, including increases in staff, to improve security. 

The report would be published and the Trustees of the National 
Gallery had asked that their comments on it should be published at 
the same time. A draft White Paper had been prepared which 
included a statement of the Governments views on the questions at 
issue. 

In discussion, certain criticisms of the drafting of the White Paper 
were put forward and it was suggested that it need not contain more 
than the texts of the essential documents with a brief indication of 
the action to be taken. On the other hand it was pointed out that 
the White Paper must be framed with due regard to its possible effect 
on the appeal for funds to purchase the Leonardo Cartoon, which it 
was intended to exhibit in the National Gallery if the appeal 
succeeded. 

The Cabinet— 
(1) Agreed	 that the report of Lord Bridges' enquiry and the 

comments of the Trustees thereon should be published 
in a White Paper, which should include an indication of 
the Governments intentions. 

(2) Invited the	 Chief Secretary, Treasury, to revise the draft of 
the White Paper in the light of their discussion. 

4. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (62) 81) on the grant of economic aid to Egypt. 

The Foreign Secretary reminded the Cabinet that at their earlier 
discussion he had been invited to consider the form of instructions 
to be sent to Her Majesty's Ambassador in Cairo about the Egyptian 
request for a loan to help them with their balance of payments. After 
consultation with the Chancellor of the Exchequer and also with 
Her Majesty's Ambassador in Cairo, he had set out in his paper 
three possibilities with the advantages and disadvantages of each. 
The first possibility would be to offer a loan of $8 million, all of 
which would in practice be used to settle outstanding claims 
under the Financial Agreement. The second would be to offer 
to make a loan of $12 million, of which $.' million would be 
used to settle claims and $4 million would be at the free disposal 
of the Egyptian Government to finance imports from the United 
Kingdom. The third would be to make a loan of up to $12 
million, none of which would be specifically earmarked to settle 
claims, but which would be conditional on the acceptance by the 
Egyptian Government of the proposals we have already put forward 
for settling outstanding questions under the Financial Agreement. 
This third course would be likely to do most to improve Anglo-
Egyptian relations, but it also involved the greatest risk; it contained 
no firm guarantee that the Egyptians would meet outstanding claims 
and if, after the loan had been made, they failed to do so the 
Government would be severely criticised. It was, however, important 
to realise that under any of the three proposals the Government would 
be open to the charge of favouring their enemies at the expense of their 
friends unless they were prepared to extend at least as generous 



C C . 35 (62) 

treatment to Turkey and Iran. The Governments of those countries 
would have to be informed of our intentions in advance of or at the 
same time as the announcement of any loan to Egypt. 

The Chancellor of the Exchequer said that the granting of any 
aid to Egypt in present circumstances involved certain risks. If, for 
example, a loan failed to produce any real improvement in Anglo-
Egyptian relations, if it led to the revival of political controversy at 
home about the treatment of outstanding claims, and if it stimulated 
demands from other countries, particularly Turkey and Iran, it might 
be better to refuse to make a loan at all. As against this a loan offered 
a convenient way of settling outstanding claims, and there was a 
reasonable chance that it would improve Anglo-Egyptian relations. 
Whatever might be decided about a loan to Egypt, he considered that 
the grant of some economic aid to Turkey and Iran was inevitable, 
though it was to be hoped that the amounts could be kept small and 
could be spread over a long period. There was still concern about 
compensation for the officials who had lost their employment in 
Egypt in 1951 and the grant of a loan to Egypt should make it easier 
to settle this question as well. 

In discussion the following points were made: 
(a) There would probably be little advantage in a loan of 

$8 million only, the whole of which would be tied to the repayment of 
outstanding claims. A decision between a loan of $10 million in all 
and of $12 million would turn largely on an assessment of the relative 
effect in the improvement of Anglo-Egyptian relations and of the 
way in which such loans would be presented both to public opinion 
in this country and to Egypt. It would be advisable to ask Her 
Majesty's Ambassador in Cairo for his further views on this point. 

(b) It was arguable that in all the circumstances it would be 
preferable for the Government to settle outstanding claims under the 
Financial Agreement directly and to make no loan to Egypt at all; a 
loan would provide no incentive for Egypt to put her economy on a 
sounder footing; it would not carry with it any guarantee of an 
improvement in Anglo-Egyptian relations, e.g., by the cessation of 
hostile propaganda; it would almost certainly not be repaid, and it 
would stimulate demands for further loans in due course. As against 
this, the refusal of a loan might incite the Egyptian Government to 
seize again the British property in Egypt which had been returned to 
its owners, in which case the Government would be faced with fresh 
and substantial claims for compensation. Refusal would also 
stimulate the Egyptian Government to increase their opposition to 
our interests in the Middle East. 

(c) The claims of the officials should not be overlooked. They 
had already received £100,000 and had been advanced another 
£100,000 against total claims amounting to over £600,000. These 
claims, however, were inflated. It would not be unfair to regard the 
retention by the officials of the further £100,000 which had been 
advanced to them as constituting a reasonable final settlement. It was 
unlikely that it would be possible to persuade the Egyptian 
Government to agree to find more than £60,000 or £70,000 towards 
this sum and the difference would have to be written off; the £60,000 
or £70,000 would form part of the payments to be made to us out of 
a loan on the same basis as the outstanding claims under the Financial 
Agreement. 

(d) It would be important to ensure that the arrangements under 
which the first $8 million of the loan would be used to settle 
outstanding claims were water-tight and that it would not be open 
to the Egyptian Government, once the loan had been made, to spend 
the money for other purposes. 

(e) It would be necessary to inform the Governments of Turkey 
and of Iran that we intended in principle to extend economic aid to 



South-East 
Asia Treaty 
Organisation 
Laos 
(Previous 
Reference: 
C.C. (62) 34th 
Conclusions, 
Minute 2) 

them; it would not, however, be possible to give any undertaking at 
the present stage about the amount or duration of such loans; this 
would have to be considered after examination of the development 
plans for those countries which were now understood to be in course 
of preparation. 

The Cabinet— 
(1) Invited	 the Chancellor of the Exchequer and the Foreign 

Secretary to arrange for an examination by officials, with 
which representatives of the Bank of England should be 
associated, of the measures to be taken to ensure that, 
any money which might be lent to the Egyptian 
Government on the understanding that it would be used 
to settle outstanding claims would in fact be so spent. 

(2) Invited	 the Chancellor of the Exchequer and the Foreign 
Secretary, on the assumption that the first $8 million 
of any loan to the Egyptian Government would be 
earmarked for the settlement of outstanding claims, to 
consider in consultation with Her Majesty's Ambassador 
in Cairo the relative advantages of total loans of 
$10 million and $12 million respectively, and the way in 
which such loans could best be presented to public opinion 
in Egypt and in this country, and to make a further report 
to the Cabinet. 

5. The Cabinet were informed that the Prime Minister would 
announce in Parliament that afternoon that the Government of 
Thailand had requested the despatch of token British forces in 
fulfilment of undertakings to the South-East Asia Treaty Organisation. 
It would be necessary to make detailed arrangements with Thailand 
about the timing and precise destination of the Hunter squadron to 
be sent from Singapore. 

As the British aircraft would fly direct from Singapore, there 
should be no difficulties with Malaya in connexion with their move. 
It seemed, however, that the Australian contingent would under 
present arrangements leave for Thailand from Butterworth, which 
was in Federal territory. Arrangements could however be made for 
the Australians to stage through Singapore if necessary, and the 
Australian authorities would be so informed. 

The Foreign Secretary said that the French Government had 
decided not to offer any forces to Thailand, and the Government of 
Pakistan were expected to find insuperable difficulties in the way of 
doing so at the present time. Prince Souvanna Phouma, who had 
returned to Laos, considered that circumstances were now more 
propitious for the formation of a neutral coalition government than 
they had ever been. It was thought likely that General Phoumi would 
accept the Ministry of Technical Reconstruction instead of the 
Ministries of Defence and the Interior which he had previously 
claimed for himself and his supporters. While the Russian reaction 
to the movement of forces into Thailand continued to be muted, it was 
probable that they would make difficulties, at least for a period, over 
ratifying any arrangements that might be made for the setting up 
of a neutral government, on the pretext that these movements had 
created a new and dangerous situation. 

The Cabinet—
(1) Took note of the statement by the Foreign Secretary. 
(2) Invited the Minister of Defence to arrange for the Australian 

military authorities to be offered facilities in Singapore for 
routing their aircraft to Thailand. 
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6. The Colonial Secretary said that the Hong Kong Government 
had shown commendable efficiency in dealing with the difficult 
situation created by the upsurge of illegal immigration from China 
into the Colony. The situation had not been allowed to get out of 
hand and there were indications that the Chinese Government were 
beginning to reimpose their own checks on the flow of refugees. The 
offers that were now being made by the Chinese Nationalists and 
others to accept refugees from Hong Kong into their own territories 
were, for the most part, too vague to justify any change of immigration 
policy in the Colony. If, however, practicable schemes with 
satisfactory guarantees of fulfilment were put forward, we should 
co-operate in these. 

The Cabinet— 
Took note of this statement by the Colonial Secretary. 

7. The Cabinet were informed that, after consultation with the 
Commissioner of Metropolitan Police, the Minister of Works had 
told the Nationalist Socialist Movement, which was understood to 
be a splinter group of the British National Party, that they could 
have the use of Trafalgar Square for a rally on the afternoon of 
Sunday, 1st July. The Movement had subsequently made it known 
that the theme of the meeting would be " Free Britain from Jewish 
C o n t r o l " ; and representations had been made to the Government 
that the meeting should not be permitted. In a debate in the House 
of Lords on 14th May, the Lord Chancellor had said that there was 
no power to prevent the meeting unless it contravened the law of 
sedition or slander or the requirements of the Public Order Act, 1936. 
He had pointed out that in proceedings on the Bill for that Act 
Parliament had deliberately rejected an amendment which would 
have prohibited the making of speeches calculated to excite religious 
or racial prejudice. 

The Minister of Works said that, in accordance with the normal 
practice of his Department, no enquiries had been made at the outset 
about the purpose of the meeting. The view taken by the 
Commissioner of Metropolitan Police was that attendance at the 
meeting was likely to be small and that, although a breach of the 
peace was possible, there was no doubt that the situation could be 
kept fully under control. His own conclusion, in the light of the 
information now available, was that in spite of the risk of disturbance 
and of criticism against the Government for condoning the activities 
of the Movement, there were insufficient grounds for withdrawing 
permission. Discrimination among applicants for use of the Square 
based on the possibility that there would be a breach of the peace 
would lead to a form of censorship on freedom of speech. Withdrawal 
of permission would, moveover, be to the advantage of the Movement, 
in view of the publicity which would result. 

In discussion it was pointed out that demonstrations on behalf 
of those offended by the speakers would almost, certainly cause a 
breach of the peace and that an offence would almost certainly be 
committed under the Public Order Act, 1936. The mere fact that the 
police were confident of their ability to control the situation did not 
absolve the Government from responsibility for preventing an 
outbreak of disorder. Bearing in mind the history of anti-Semitism in 
London, the Government would be open to damaging criticism if they 
took no action to prevent the meeting. It was argued, on the other 
hand, that it would be a mistake to take too much notice of a small 
and uninfluential body, and that withdrawal of permission for the 
meeting would be widely regarded as putting at risk freedom of speech 
in public places on matters of all kinds. The police would know in 
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advance whether counter-demonstrations were likely to be made on a 
large scale and could make effective dispositions. If in the event there 
were early signs of disturbance, they could exercise their power under 
common law to close the meeting in order to prevent a breach of the 
peace. 

The Cabinet were agreed on the importance of establishing how 
far preventive action could properly be taken in anticipation of a 
breach of the peace. This point should be further considered and 
enquiries should be made about the past activities and speeches of 
the leader of the Movement. If his activities had given rise to violence, 
the Government might have reasonable ground for withdrawing 
permission. It might also be appropriate to consider exercising the 
power to require speakers to give assurances of good behaviour. 

The Cabinet— 
Invited the Lord Chancellor, in consultation with the Home 
Secretary and the Minister of Works, to give further 
consideration to the points raised in their discussion about 
the use of Trafalgar Square on 1st July by the National 
Socialist Movement ; and to bring the matter before them 
again at a later meeting. 

8. The Chancellor of the Exchequer said that the Cabine ts 
consideration of incomes policy would be affected by an arbitration 
award which was expected from the Civil Service Arbitration Tribunal 
in about a fortnight and by settlements shortly to be reached on pay 
in various branches of the Health Service. Later that day the Minister 
of Labour would be meeting representatives of the British Employers' 
Confederation, and he would take the opportunity of stressing the 
importance of avoiding settlements in the private sector which were 
out of line with the advice given in the White Paper on Incomes Policy. 
In pursuance of the Cabine ts conclusions at their previous meeting, 
the Official Committee on Emergencies were examining what steps 
might be taken to enable the country to withstand the effects of a 
major strike. 

On the previous day the Economic Policy Committee had 
discussed the proposals made for revaluing the pay of particular 
groups of work-people by the establishment of an independent body, 
such as a standing Royal Commission, and for the issue of a general 
direction or directions requiring the Chairmen of nationalised 
industries to submit proposals for wage increases to the appropriate 
Minister for approval. The general view of the Committee about 
revaluation had been that, although a body of the kind suggested 
might reduce the risk of concessions being made on the ground of 
comparability, there could be little scope for it in the private sector; 
and in the public sector it would be better for the Government to take 
their own decisions on revaluation and openly defend them. Officials 
were, however, continuing work on the criteria against which claims 
for revaluation might be judged. A decision for or against general 
directions to the nationalised industries was urgent because such a 
direction to the British Transport Commission might not be Ultra 
vires once the talks on railway pay were resumed on 14th June. 

The Cabinet first considered the arguments for and against a 
general direction or directions for the nationalised industries. 

The Minister of Aviation said that the incomes policy would be 
fortified if the Government could demonstrate, by the issue of 
directions, their determination to take action on the widest possible 
front and to adopt measures for the expansion of the economy rather 
than deflationary measures. Directions might enable the Government 
to avoid acquiescing in settlements, e.g., on railwaymen's pay, which 
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could not be reconciled with their declared policy. Any such 
acquiescence would make the present policy valueless, and no 
alternative policy had been devised. The key question was whether 
those in charge of the nationalised industries would feel able to carry 
on if they were seen to be no longer responsible for pay within their 
industries. 

The Minister of Power said that the main objection to giving 
such directions was that they would undermine the financial 
obligations imposed on the nationalised industries in the White Paper 
issued in April 1961 (Cmnd. 1337). That and other objections might 
be outweighed if the Government could be certain of their ability to 
deal with a major strike in one of the industries. The worst course 
would be to issue directions and then find that substantial increases 
had to be conceded under the threat of a strike or after it. 

In discussion support was expressed for the view put forward by 
the Minister of Aviation, but it was suggested by some Ministers that 
the area which would be brought under Government control by 
directions would still not be wide enough to influence the private 
sector effectively. It would also be inexpedient to give directions if 
the result were to cause the Trades Union Congress to withdraw their 
co-operation in the work of the National Economic Development 
Council. A number of Ministers felt that the risks involved in giving 
directions would be worth taking, provided that they could be 
presented as part of a general plan involving other effective measures 
to control the actions of employers and trade unions in the private 
sector. The view was also expressed, however, that even if directions 
were presented as part of a comprehensive plan they would so damage 
the relations between managements and work-people that it would 
be better to continue to rely on persuasion to secure restraint. But 
reliance on persuasion need not exclude measures for influencing 
profits and prices which would bring home to private employers the 
importance of keeping down costs. 

The C a b i n e t -
Agreed to resume their discussion of incomes policy at a 
meeting later in the day. 

Cabinet Office, S.W.1, 
24th May, 1962. 
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The Cabinet resumed their consideration of incomes policy. 
The Chancellor of the Exchequer said that he doubted whether 

there was anything to be gained by issue of directions to the 
nationalised industries. They would distort the Governments 
relations with the management of the industry or industries selected; 
they might weaken moderate elements in the trade unions; and they 
might jeopardise the work of the National Economic Development 
Council. Nor would they increase the Governments influence over 
the crucial private sector; they would merely give public expression 
to the fact that in the last resort the Government already controlled 
pay in the nationalised industries. 

In discussion the following points were made : 
(a) It would help Ministers if they could be provided regularly 

with up-to-date statements of wage claims in the nationalised 
industries. 

(b) The extension of Government control to pay in the 
nationalised industries would not necessarily induce private employers 
to conform to the Governments policies. If the private sector 
continued in breach of the Governments policy, the result of wider 
Government control would be to multiply the kind of inequity which 
had arisen in the case of nurses, probation officers and others. In the 
longer term the effect of directions to nationalised industries on pay 
might be that Ministers would have to assume complete responsibility 
for running those industries. 

(c) Whatever long-term incomes policy might be formulated, it 
would be necessary to establish an early understanding with 
Dr. Beeching, the Chairman of the British Transport Commission, 
about the attitude to be adopted to the pay claim which was likely to 
emerge from union meetings beginning on 14th June. It was possible 
that he would welcome a public instruction from the Government 
about the limit to which he should go in negotiations. This point 
should be explored with him as soon as possible and his own views 
on a settlement should be obtained. 

(d) If a settlement on railwaymen's wages could not be reached 
on an acceptable basis, it would be necessary for the Government to 
face the consequences of a strike. An over-generous settlement as 
the direct result of a strike would be disastrous. Special attention 
should therefore be given by the Official Committee on Emergencies 
to means of maintaining supplies and services and the movement of 
goods; and arrangements to deal with a railway strike and its possible 
spread to other sectors of industry should be thoroughly overhauled. 

The Cabinet then considered measures which might be taken to 
establish control over pay in the private sector. 

The Chancellor of the Exchequer said that the Economic Policy 
Committee had considered the sanctions which might be applied to 
particular industries or firms which had acted in breach of the 
Governments policy. Discriminatory taxation was one possibility. 
By using the second regulator, on employment, it would be possible 
to penalise a particular firm and to withdraw from circulation the 
amount of money by which the increases granted had exceeded what 
seemed proper. Price controls could also be used on a selective basis; 
or tariff adjustments might be made which would expose offending 
industries or firms to greater competition. 

In discussion of these possibilities there was general agreement 
that adjudication on the formidable range of issues which would be 
raised by discriminatory action would present the Government with 
an almost impossible task. Tariff adjustments would be a blunt 
instrument, which would operate unfairly and would produce no effect 
on industries not affected by imports. It was suggested, however, 



that the unfairness of this sanction should not be regarded as 
conclusive against it. The threat to use it. and the actual use of it in 
a few selected cases, could be a powerful deterrent. There would be 
acute political difficulties about the regulation of prices but there 
might be scope for the establishment of a tribunal to examine excessive 
profits and for action to relate tariffs to price increases. 

The following further points were also m a d e : 
(e) One danger about the use of sanctions of the sort discussed 

was that the penalties might be passed on to consumers in increased 
prices. It was noted that the effect of imposing tax penalties would 
be to double the burden carried by the industries or firms penalised, 
since they would pay the penalty on top of the wage increase which 
occasioned it. 

(/) Care would have to be taken to avoid making the economy 
more rigid by discouraging the movement of labour from one industry 
to another. New industries deserving encouragement could normally 
secure their labour only by attracting it from other industries by offers 
of higher pay. 

(g) The possibility of legislating for the control of strikes might 
be further examined, and useful lessons might be derived from the 
arrangements in the United States for imposing delays and requiring 
secret ballots before strike action could be taken. It was noted, 
however, that in those industries in this country in which secret ballot 
requirements applied the effect had been that the strikes which 
continued to take place were unofficial instead of official. 

(h) Some Ministers felt that the problem facing the Government 
was largely one of convincing public opinion of the success so far 
achieved and persuading the public, and especially employers (who, 
in their representative bodies, had been co-operative) of the 
importance of restraint in the general interest. N o useful progress 
would be made without the consent of both sides of industry, and it 
would be imprudent to jeopardise by the use of compulsory powers 
the results already obtained. 

The Prime Minister, in concluding the discussion, said that it 
might be necessary to accept that a free society and a controlled 
economy were incompatible. If this were so and if economic growth 
was to be maintained, there might be no alternative to a measure of 
inflation. Internally this would produce grave inequities, particularly 
for those living on fixed incomes, but in relation to other countries the 
important consideration was that this country should not lead an 
inflationary movement. There were indications that in this latter 
respect the Governments policy had had considerable success. He 
would consider the points which had been raised in the CabinetS 
discussion and would discuss at a further meeting the steps which he 
thought it might now be appropriate to take. 

The C a b i n e t 
(1) Invited	 the Chancellor of the Exchequer to arrange for 

circulation of regular statements of wage claims which 
were pending in the nationalised industries. 

(2) Invited the Chancellor of the Exchequer, in consultation	 with 
the Ministers concerned, to ascertain and report the 
attitude of the Chairman of the British Transport 
Commission to the claim likely to be made for an increase 
in railwaymenS wages and to the possibility of a direction 
to him to submit any proposed increase to the Minister of 
Transport for approval. 

(3) Agreed	 to resume their discussion of incomes policy at an 
early meeting. 

Cabinet Office, S.W. 1, 
25th May, 1962. 
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1. The Cabinet welcomed the Home Secretary on his return 
from his visit to the Federation of Rhodesia and Nyasaland and 
congratulated him on the success of his mission. 

The Home Secretary said that the Government of the Federation 
were now more ready to look towards the future, and there seemed 
to be some possibility of working towards a settlement. H e would 
be glad to make a report on his visit at a later meeting of the Cabinet. 

 *2. The Prime Minister said that in the light of the earlier 
 discussions in the Cabinet and the Economic Policy Committee he 

 had formulated proposals for presenting an incomes policy in the 
 wider framework of a plan for economic growth. In the last 

 10 years the country had made steady progress; the general standard 
 of living was high and the economy strong; the emergency measures 

taken in July 1961 had averted what might have developed into a 
serious crisis in the balance of payments and had been amply 
justified by events. But those measures had been negative in 
character; and it was now necessary to bring forward a new policy 
with a more positive content and a promise of continued and steady 
progress. 

The four objectives of economic policy were full employment, 
stable prices, a strong pound and a good rate of growth. It was 
arguable whether all were fully attainable in a free society. The 
choice for the Government was whether one of these objectives 
should be sacrificed in order to secure the others, or whether they 
should continue to try to achieve as much as possible of all four by 
a judicious mixture of controls and exhortation. A fully controlled 
economy was not practicable in a free society—as had been proved 
by the experience of the Labour Government after the war. The 
various methods of controlling wages in the private sector which 
had been mentioned in recent discussions, e.g., the manipulation of 
tariffs, selective taxation and the use of a pay-roll tax, were all open 
to decisive objections: they were complicated and unfair, they would 
tend to penalise the growing and efficient industries, they would be 
likely to lead to increased prices in the home market industries, and 
they would probably not be effective even for the limited purpose 
for which they had been designed. And if controls could not be 
applied to wages in the private sector, it would not be possible to 
continue them indefinitely in the public sector in their present form. 
The inequities for teachers, nurses, probation officers and civil 
servants would progressively be seen to be too great. For the time 
being, however, both in these sectors and in the nationalised 
industries it would be necessary to continue with a policy of 
restraint, until it became possible to replace the present policy by 
something which would remove the grosser inequities and command 
a greater measure of support. 

If it were accepted that compulsion could not be used as the 
continuing instrument of a long-term policy, either in the public or 
in the private sector, the Government had three alternatives before 
them. The first would be to abandon the idea of an incomes policy 
and accept a return to the economic anarchism of earlier years. The 
second would be to abandon economic growth as one of the objects 
of economic policy and to deflate the economy to the extent necessary 
to secure stable prices and a strong pound. The third would be to 
transform the present incomes policy into a much broader policy 



covering every aspect of national life. Such a policy could be 
presented as the only effective and fair way of achieving the four aims 
of economic policy in a free society. 

I t would not be difficult to find support in principle for the 
objectives of full employment, stable prices, a strong pound and a 
good rate of growth. Opposition would in practice arise from a small 
number of employers, who believed in a free-for-all economy or looked 
for personal gain in a policy of devaluation, and on a more serious 
and widespread scale from the trade unions who, while accepting that 
the objectives were sound in theory, would doubt whether they could 
be applied fairly in practice. This was the real problem to be 
overcome: it was by the possibility of convincing people of their 
essential fairness that any new proposals would stand or fall. If the 
workers could not be persuaded that the proposals were fair, they 
would fail: restraint would be abandoned, and wages and salaries 
would move sharply up. Analysis had shown that the rise in prices 
since 1956 had been entirely due to wage and salary increases, and. 
not to imports or to the level of profits. 

The elements of a new approach, which would have to be 
presented as a single coherent policy, might be grouped under the 
following headings: 

(i)	 Status of the Manual Worker 
A real effort should be made to end the out-dated distinction 

between the status of the manual and the " white-collar " worker. 
Day contracts should be abolished and replaced by weekly, and if 
possible by monthly, contracts. Redundancy arrangements should 
be improved. Better arrangements should be made for re-training, 
for sick pay and "for health and welfare generally. Responsibility for 
these measures would rest partly on the employers and partly on the 
Government, whose powers might need to be increased by new 
legislation. 

(ii)	 The Middle Classes 
There was a growing feeling that the middle classes were being 

sacrificed to the strength of the employers and of organised labour. 
This feeling must be corrected—partly by the prospect of stability 
which a new and broader-based incomes policy would offer, partly 
by the achievement of steady prices, and partly by more specific 
measures of particular appeal to the middle-class employee such as 
lower long-term interest rates and the improvement of working 
conditions in offices and in shops. 

(iii)	 Special Cases 
In a long-term policy room would have to be found for an 

improvement in the remuneration of special classes whose claims did 
not rest on any increase in the volume of national production. Such 
cases might arise either in the public sector or in the private sector. 
Means must be devised for dealing with these in such a way as to avoid 
consequential demands elsewhere. The best means of commanding 
public confidence in such decisions was to clothe them with the 
authority of an independent standing commission or tribunal. 

(iv)	 Profits 
N o policy on wages would command the support of the trade 

unions unless the Government had pledged themselves to take action 
to keep profits down to an acceptable level. The precise level would 
need consideration, but the first approach might be in terms of 
preserving a balance between increases in wages and increases in 
profits. The Government must be prepared to take whatever fiscal 
measures might be necessary to maintain this position. 



(v)	 Prices 
The Government should go forward with measures designed to 

safeguard the interests of the consumer and to encourage competition. 
These might include the abolition of re-sale price maintenance, 
consumer council and consumer protection measures, legislation on 
weights and measures, further action to deal with monopolies and 
possibly, at a later stage, further tariff reductions. 

(vi) Growth 
The 4 per cent, target which the National Economic Development 

Council (N.E.D.C.) were studying had become accepted as a desirable 
and reasonable aim. The Government could not hope to gain 
widespread support for a continuing policy of wage restraint if it were 
publicly to abandon the attempt to secure this higher rate of growth. 
But growth could not be achieved without a comparable increase in 
demand, and the increase in demand would have to come first. The 
bank rate and the level of the special deposits should be kept under 
review. Government expenditure on schools, housing, slums and 
universities should also be reviewed and increased. It would probably 
not be possible to take all these steps at once, since for the time being 
a reasonable budget surplus would be needed. But Ministers should 
not be inhibited by too nice a calculation of the economic effects of 
raising the level of demand and increasing Government expenditure. 

(vii)	 The Poor 
It would be necessary to do something, as part of the new

approach, to improve the lot of the old and the poor. An increase 
in National Assistance scales was already under consideration; 
pensions increases should be pressed forward, including Service 
pensions, and their might be other possibilities now under study which 
could be accelerated. 

Summing up, the Prime Minister said that, if the Cabinet accepted 
the broad sweep of the ideas which he had put forward, it would be 
necessary for the Departments concerned to consider them in detail 
and to prepare a plan for presenting them to the public. It would 
also be necessary to consider separately two points of particular 
difficulty; the position of the N.E.D.C., and the general formula to be 
applied to wage and salary increases in 1963. On the first point it 
would be necessary to emphasise to the N.E.D.C. that the 
Government, in adopting and pressing forward a new approach to 
national problems as a whole, were not supplanting the Council or 
setting its work on one side. There was still a great field of work 
ahead of it, not only in the study of the detailed mechanics of a high 
rate of growth, but in such matters as the rationalisation of industry, 
the relations between management and labour and the internal 
organisation of labour, e.g., on restrictive practices. 

In conclusion the Prime Minister said that, after having considered 
the Government^ present position and the trend of earlier discussions 
in Cabinet, he felt that a new approach on the lines he had outlined 
offered the best alternative to a relapse into economic anarchy. Of 
course there was the risk that the new approach might fail: it could 
only be a success if it fired the imagination of the mass of the people 
and were accepted as a national movement and not as a policy dictated 
by the Government. But there would be few people who could 
criticise the objective or the means. If the Government failed, they 
could hardly be criticised for trying. They would be severely and 
justly criticised if they allowed their present interim policy to collapse 
into chaos. 



In discussion of the Prime Ministers proposals the following 
points were made: 

(a) The new approach offered not only the best but the only 
chance of being able to move forward constructively from a defensive 
and negative policy of restraint in wages and salary increases to a stage 
in which, while incomes were being kept in line with the growth in 
productivity, restraint would be exercised by general consent and as 
part of a larger forward movement in the economy. 

(b) It would be essential to build up from the start the concept 
that the new approach was a coherent and self-consistent policy 
covering all aspects of the nation's life. Its impact would be seriously 
weakened if it were presented piecemeal. For this reason strict 
secrecy should be maintained about particular elements in the new 
approach until a concerted plan of action had been drawn up. In 
spite of this there were certain steps, notably in relation to special 
deposits and to some of the other monetary restrictions imposed in 
July 1961, which might have to be taken on merits at an earlier date. 

(c) Special thought should be given to the question of exports 
not only because exports were essential to continued or accelerated 
growth, but because there was an obvious danger that the cost of some 
of the measures which the Prime Minister had put forward might be 
reflected in export prices and might thereby weaken our competitive 
position. 

(d) It was suggested that the position of the agricultural 
community should also be studied, and that help for the farmers or a 
new long-term policy for the development of farming should form 
part of any comprehensive scheme. It should also be remembered 
that Britain's entry into the European Economic Community would 
produce an increase in food prices which would run counter to the 
general policy of linking price stability with continuing restraint in 
claiming increases of wages and salaries. This would need careful 
presentation, and it might affect the criteria to be adopted in 1963. 

(e) Much work was already in hand on consumer protection, on 
the revision of contracts of service, on re-training schemes, and on 
redundancy agreements in industry. There might be difficulties in 
finding room for the necessary legislation in a Parliamentary 
time-table which was already crowded, but it should be possible to 
produce comprehensive and constructive proposals in the sense of the 
suggestions which the Prime Minister had put forward. 

(/) The benefits which the new policy would bring to manual 
workers would be manifest. But those for the middle classes would 
be less obvious; and it might be necessary to strengthen and elaborate 
the proposals which were particularly designed to appeal to this 
section of the working population. It would also be necessary over 
the whole wage and salary field to consider what measures might be 
taken (other than appeals to responsibility and common sense) to keep 
the results of collective bargaining and of arbitration, both of which 
would continue, within the limits dictated by the general state of the 
economy. 

(g) Some Ministers expressed doubts about the degree to which 
it might be possible to stimulate demand by greater Government 
expenditure or easier credit terms without at the same time starting an 
inflationary movement which might in turn call for further repressive 
measures of the kind which had proved to be necessary in 1961. Such 
a development would deal a damaging blow to the new policy. 

(h) To give it the best chance of success the new policy should be 
presented to the country against as stable an industrial background 
as possible. It would lose much of its impact and have less chance 
of acceptance if it were presented when major strikes, e.g., on the 
railways, were in progress or in prospect. In practice, this would 
mean that the new policy ought to be worked out and presented as 
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soon as possible. The next round of negotiations for increases in 
railway wages was, on present information, unlikely to reach a critical 
stage until after the summer holidays, but could probably not be 
delayed much beyond that. 

(/) It would be desirable that the development of the new policy 
should be under the direct control of the Prime Minister. He would 
need two small groups of senior Ministers to assist him—one to deal 
with the technical aspects of the proposals and the other to consider 
the manner and method of their presentation to the country. 

The Cabinet— 
(1) Endorsed the Prime	 Ministers view that the best chance of 

ensuring the continuance of the Governments incomes 
policy as a permanent and accepted part of the national 
economy would be to present it in the framework of a 
wider and comprehensive plan. Such a plan would take 
account of social as well as economic considerations. 

(2) Agreed that the elements of such a plan, on the lines set	 out 
by the Prime Minister, should now be studied in detail 
and took note that the Prime Minister would invite the 
Ministers concerned to assist him, as necessary, in this 
task. 

(3) Agreed that the new	 plan would have to be presented as a 
coherent whole and that to this end complete secrecy 
would have to be preserved during the preparatory stages. 

(4)	 Took note that the Prime Minister, in consultation with the 
Ministers concerned, would consider the method and 
manner in which the new plan might best be presented to 
the country as a whole. 

(5)	 In spite of the need to present the different elements of the 
new plan simultaneously, authorised the Chancellor of the 
Exchequer in his discretion to take such further measures 
of relaxation in the monetary field as might be justified 
by the general economic situation. 

Cabinet Office, S.W.1, 
29th May, 1962. 
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1. The Foreign Secretary said that no progress was being made 
in the Geneva discussions on disarmament. The Conference would 
probably adjourn in June. We should then need to consider, in 
consultation with the United States Government, what line we should 
take on its resumption. 

The Foreign Secretary said that the Netherlands Government 
were now prepared to resume negotiations on West Irian on the basis 
of the proposals put forward by the United States Assistant Secretary 
for Defense, Mr. Bunker. The Indonesians might now, however, 
be unwilling to negotiate. They were continuing to infiltrate small 
bodies of parachute troops into the territory. If these operations 
were challenged in the United Nations, we should be obliged to 
condemn them as amounting to armed aggression against Dutch 
territory. 

The Prime Minister recalled that in the early months of 1961 the 
United States Government had been ready to consider the possibility 
of using land forces to maintain Western access to West Berlin, if 
the Russians had transferred control over the access routes to East 
German authorities. It was a matter for satisfaction that, by patient 
diplomacy, we had persuaded them to abandon these plans and to 
recognise that the existence of the East German Government must 
be accepted as a fact. It was interesting that the Federal German 
Government, though still refusing to recognise the East German 
Government for many purposes, were now proposing to make a 
substantial loan to them. 

2. The Cabinet had before them a memorandum by the Minister 
of Housing (C. (62) 84) on housing policy. 

The Minister of Housing said that the number of houses 
completed annually had been dropping in recent years and the time 
taken in building them had been lengthening. In view of the growth 
in the number of separate households, it was clear that future needs 
would not be met by continuance of present policies. If no policy 
changes were made, the number of houses completed in 1963 would 
fall well short of 300,000. Local authorities in England and Wales 
would contribute towards that total no more than 108,000. Their 
contribution should be increased to 120,000-125,000. This increase 
could not be secured immediately but should be regarded as the 
objective to be reached over the next two or three years, and 
investment policy should be so adjusted as to enable this to be done. 
He did not propose any increase in the level of Exchequer subsidies, 
but high interest rates were a continuing deterrent to many local 
authorities. On an average three-bedroom house, allowing for 
reasonable rents and current subsidies, the rates had to carry 20s. 
to 25s. per week; and a fall of \ per cent, in the interest rate would 
reduce this burden by about 4s. 

Many people who did not wish to live in subsidised houses found 
difficulty in raising the deposit money for house purchase. He 
therefore wished to explore the possibilities of Government assistance 
towards the provision of deposit money by cash or guarantee. He 
would also like to encourage building of houses for letting at 
economic rents and to develop co-operative housing on Scandinavian 
lines. A practicable scheme for co-operative housing might be 
founded on loans advanced at fixed rates, though not necessarily 
concessionary rates, over a period of 60 years; such loans would be 
secured on the house rather than on the life of the occupant. 



In discussion there was general recognition that in the past few 
years housing had had too low a priority and that it would be 
desirable to increase the scale both of local authority building and 
of private building, particularly for letting. It could now be expected 
that there might be a favourable movement in long-term interest 
rates; and, since there had recently been a slackening in the pressure 
of industrial and commercial projects on the building industry, the 
present time was favourable for an increase in the housing 
programme. 

In further discussion the following points were raised: 
(a) In Scotland the recent record in house building was worse 

than in England and Wales and it would be necessary, during the 
coming summer, to stimulate the local authorities to greater efforts. 

(b) Departmental claims for public service expenditure in 
1963-64 would, if granted, result in an increase of 11 per cent., instead 
of the 6 per cent, which had been intended. An analysis showing 
how the major spending programmes contributed to this increase 
would shortly be brought before the Cabinet. 

(c) Examination of standardisation and other methods of 
improving productivity and reducing costs in the building industry 
had been put in hand under the aegis of a sub-committee of the 
Economic Policy Committee. This examination should be pressed 
forward rapidly and consideration should be given to the appointment 
of a single individual with authority to ensure that effective steps 
were taken to improve performance in the industry. 

(d) Encouragement should be provided for housing associations, 
if necessary by extending the existing scheme which provided for 
expenditure of up to £25 million as a pump-priming operat ion; and 
the Minister of Housing should prepare and submit a scheme for 
developing co-operative housing projects. 

(e) An examination was already being made of the considerations 
affecting the movement of industry to centres of industrial growth. 
Officials were also examining means of checking the growth of office 
building, which in some areas diverted resources from housing and 
imposed heavy demands on the public services. Proposals on these 
matters should be submitted to Ministers as soon as practicable. 

(/) The building of new towns was a specially effective means of 
securing increased house building. The existing new towns were 
beginning to return a surplus to the Exchequer. The decision to go 
ahead with a new town for Birmingham at Dawley would be 
announced that day, and it was likely that further new town proposals 
would be put forward later. 

(g) In view of the need to make the most of the existing stock 
of houses, every effort should be made to encourage applications 
for improvement grants in appropriate cases; and there should be 
no hesitation to use compulsory powers against landlords who did 
not discharge their responsibilities to keep property in good repair 
or sought to over-charge their tenants. 

(h) It would be useful to have information about the proport ion 
of contracts let by housing associations on varying rates of interest 
and on fixed rates, and to know what were the ruling rates. 

The Cabinet— 
(1) Authorised the Minister of Housing to aim at increasing the 

programme of local authority housing over the nexf two 
to three years to an annual rate of 120,000-125,000. 

(2) Invited	 the Minister of Housing to bring before them 
proposals for Government participation in house 
purchase, in building of houses for letting by housing 
associations and in building by co-operative housing 
organisations on the basis of long-term loans on fixed 
rates of interest. 
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(3) Invited	 the Minister of Housing to submit to the Prime 
Minister information about the proportion of contracts 
let by housing associations on varying and fixed rates of 
interest; and about the ruling rates. 

(4) Invited the	 Chief Secretary, Treasury, to bring before them 
as soon as practicable the results of work being done by 
officials on the control of office building. 

 3, "The Cabinet had before them a memorandum by the Minister 
 of Housing and Local Government (C. (62) 83) on leasehold reform. 

The Minister of Housing said that he would shortly have to 
publish the reports by the various professional bodies which had 
been asked for their views on the practice of landlords in dealing 
with leasehold properties, and he would be expected to add a 
statement on the Governments views. The reports showed that 
much of the complaint made on behalf of leaseholders was due to 
a misunderstanding of the leasehold system. Explanation of the 
system would not, however, reconcile leaseholders to the substantial 
increases of rent which would generally be required on renewal of 
leases or to the payment of capital sums for purchase of the reversion. 
Compulsory enfranchisement would not be justifiable; but there was 
a case for giving the leaseholder in certain circumstances a right, in 
the absence of proposals for redevelopment, to an extension of the 
lease at a market value rent; and in that event the landlord should 
be given the option of selling the freehold to the leaseholder, if he 
so preferred. A statement accompanying publication of the reports 
might indicate that the possibilities of giving such rights were being 
examined. 

In discussion there was general agreement that the time had 
come to re-examine the leasehold system as it applied to small 
residential properties. Many difficulties would have to be faced, but 
there was no doubt that the arrangements for statutory tenancies 
provided by Part I of the Landlord and Tenant Act, 1954, had not 
proved sufficient to reassure leaseholders. The scale of the problem 
was tending to increase, partly because so many 99-year leases granted 
in the latter half of the last century were now falling in and partly 
because a number of leasehold estates were now in the hands of 
commercial enterprises, whose attitude to their leaseholders was far 
from considerate. It should be recognised that a basis of market 
value for extension of leases, while fair to landlords and the only 
practicable basis, would not be popular with leaseholders. The 
necessary legislation would be controversial. For these reasons any 
statement made in connexion with the reports of the professional 
bodies should not go beyond indicating that the problems affecting 
small residential leasehold property were being examined in the light 
of the reports. 

The C a b i n e t 
(1) Invited the	 Minister of Housing to arrange for publication 

of the reports from professional bodies on the practice 
of ground landlords and to announce that the problems 
affecting leaseholders of small residential property were 
being examined. 

(2) Invited	 the Minister of Housing, in consultation with the 
Lord Chancellor and the Law Officers, to prepare and 
submit to the Home Affairs Committee a scheme for 
giving leaseholders in certain circumstances a right, in 
the absence of proposals for redevelopment, to extension 
of their leases on market value terms. 
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4. The Cabinet had before them the following memoranda on 
the extension of diplomatic immunities and privileges to international 
organisations: 

C.	 (62) 80: by the Lord Chancellor, reviewing the general 
question and submitting proposals for future policy; 

C. (62) 79:	 by the Secretary of the Cabinet, covering a report by 
officials on points raised in the Cabinet's earlier discussion 
of the proposal that these immunities should be extended to 
Commonwealth organisations. 

The Lord Chancellor said that, in considering the extension of 
these privileges, the Cabinet should bear in mind the large numbers 
of persons who would benefit from them in the United Kingdom. 
The number of individuals concerned already exceeded 4,700; and, 
if account were taken of their dependents and of the extensions now 
envisaged, the total might soon rise to about 10,000. This involved a 
substantial encroachment on the principle that all persons resident 
in the country should be equal before the law. It was not surprising, 
therefore, that proposals for extending these privileges should give 
rise to controversy in Parliament; and Ministers should realise that, 
if all the extensions now envisaged were made, Parliamentary 
discussion would have to be faced on two Orders in Council in the 
current session and, in the next session, on two or three Bills and 
ten or more Orders in Council. This was a formidable prospect. 
He had therefore put forward for consideration proposals for limiting 
the extension of these privileges to international organisations. 
While he contemplated that Commonwealth organisations should for 
this purpose be put on the same footing as other international 
organisations, he suggested that all alike should be subjected to the 
limitations proposed in paragraph 15 of his memorandum. He 
contemplated that each application would be considered on its 
individual merits, by reference to the criteria there suggested. Finally, 
he suggested that greater care should be taken in future, by 
interdepartmental consultation, to ensure that any restrictions which 
we desired to secure in new international conventions on this subject 
should be put forward at a sufficiently early stage in the negotiations. 

In discussion the following points were made: 
(a) The Commonwealth Secretary welcomed the Lord 

Chancellor's support for his proposal that legislation should be 
introduced to enable immunities and privileges to be conferred on 
Commonwealth organisations, and their staffs, established in London. 

(b) The Attorney-General suggested that further thought should 
be given to the disparities which would arise if stricter standards 
were now applied to future applications of this kind. Immunities 
had already been granted to some international organisations which 
would fail to qualify under the criteria now suggested in C. (62) 80. 

(c) Due weight should be given to the possibility that 
international organisations would establish their headquarters 
elsewhere, if they had no assurance that they would be able to secure 
full immunities and privileges in this country. 

(d) The Chancellor of the Exchequer suggested that, before the 
general principles set out in paragraph 15 of C. (62) 80 were adopted, 
the Cabinet should have some estimate of the practical consequences 
which might be expected to follow. He believed that the consequences 
to the revenue might be serious. 

The Cabinet— 
(1) Instructed	 the Secretary of the Cabinet to arrange for a 

committee of officials to prepare an estimate of the 
practical results which might follow from the adoption 
of the proposals in paragraph 15 of C. (62) 80 for 
determining the extension of diplomatic immunities and 
privileges to international and Commonwealth 
organisations established in this country. 
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V i e n n a The Cabinet also had before them memoranda by the Foreign 
Convention Secretary (C. (62) 76) and the Chancellor of the Exchequer (C. (62) 65) 

on the effects of the Vienna Convention on diplomatic relations. 
The Cabinet were informed that the Vienna Conference of 1961, 

at which 81 nations had been represented, had drawn up a 
comprehensive Convention regulating the conduct of diplomatic 
relations. The Convention had been signed on behalf of the United 
Kingdom, with the concurrence of all Departments concerned. 
Before it could be ratified United Kingdom law would need to be 
amended on a number of points which were now under discussion 
among Departments. On two particular points (that diplomats 
should be exempt from excise duty, and that the salaries of private 
servants of all diplomats should be exempt from taxation) the 
Treasury were unwilling to contemplate amendment of the United 
Kingdom law and proposed that reservations on these points should 
be entered on ratification of the Convention. 

In discussion it was argued that the whole purpose of 
negotiating this Convention was to standardise international 
procedure in these matters, and that this purpose would be frustrated 
if in ratifying it individual countries made unilateral reservations on 
particular points. On the two particular points now at issue the 
Treasury case had been fully argued at the Conference, but the 
United Kingdom representatives had been out-voted on both. 

On the other hand it was argued that it would not be easy to 
persuade Parliament to amend United Kingdom law to accord with 
the Convention on these points. Indeed, the legislation required to 
enable the United Kingdom Government to ratify this Convention 
might be difficult and controversial in many respects. It was 
suggested in C. (62) 76 that this legislation might take the form of 
a comprehensive Bill replacing all the existing statutes passed since 
1708 on the subject of diplomatic immunity and privilege. This 
would represent a heavy addition to the legislative programme for 
the forthcoming session. It was for consideration whether a smaller 
amending Bill would not in any event be preferable. 

The Cabinefs conclusion was that the two particular points 
raised in C. (62) 65 and 76 could not be determined without further 
consideration of the form of the legislation required to enable the 
United Kingdom to ratify this Convention. 

The C a b i n e t 
(2) Instructed	 the Secretary of the Cabinet to arrange for 

officials to prepare, for consideration by the Cabinet, a 
report on the legislation required to enable the United 
Kingdom to ratify the Vienna Convention of 1961 on 
diplomatic relations. 

National 5. The Cabinet had before them a memorandum by the 
Assistance Minister of Pensions and National Insurance (C. (62) 85) setting out 
(Previous the arguments in support of proposals which the Chairman of the 
Reference: National Assistance Board wished shortly to make for increases in 
C C . (59) 33rd the scales of National Assistance, to come into operation about 
Conclusions, September 1962; and a memorandum by the Chief Secretary, 
Minute 2) Treasury (C. (62) 89) showing the total cost of these proposals and 

putting forward arguments in favour of smaller increases. 
After discussion the Cabinet agreed that, on balance, it would 

be more satisfactory if the Chairman of the Board were to propose 
increases in the scales of 3s. 6d. a week (single) and 5s. 6d. (married), 
to come into effect on 1st October, 1962. 
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Minute 2) 

Cabinet
29th

The Cabinet— 
Invited the Minister of Pensions and National Insurance to 
suggest to the Chairman of the National Assistance Board 
that the increases to be proposed by the Board should be 
within the limits of 3s. 6d. a week (single) and 5s. 6d. a week 
(married) with effect from 1st October, 1962. 

6. The Cabinet had before them a memorandum by the Minister 
of Aviation (C. (62) 82) on the possibility of a joint Anglo-French 
project for the development of an airliner designed to carry about 
100 passengers with a cruising speed of about Mach 2-2. The 
memorandum proposed that this project should be referred for 
consideration by the Committee on Civil Scientific Research and 
Development. 

The Cabinet— 
Agreed that the proposal for Anglo-French collaboration 
in the development of a supersonic airliner should, in the 
first instance, be referred for consideration by the 
Committee on Civil Scientific Research and Development. 

Office, S.W.1, 
May, 1962. 
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C.C. 39 (62) 

Parliament 1, xhe Cabinet were informed of the business
the House of Commons in the following week. 

 to be taken in 

Economic 
Situation 
(Previous 
Reference: 
C.C. (62) 30th 
Conclusions, 
Minute 2) 
Special 
Deposits 

Hi re Purchase

National 
Socialist 
Movement 
Ral ly in 
Trafalgar 
Square 
(Previous 
Reference: 
C.C. (62) 35th 
Conclusions, 
Minute 7) 

*2. The Chancellor of the Exchequer said that the economic 
situation was now such as to justify some relaxation of credit 
restrictions. He had decided to reduce the amount of the special 
deposits which the Clearing Banks were required to place with the 
Bank of England. This had been raised to 3 per cent, in July 1961: 
he had decided that it should now be reduced to 2 per cent. An 
announcement to this effect would be made that day. The Banks 
would be advised that, in advancing money, they should continue 
to give priority to exports; that advances for speculative purposes 
should continue to be subject to restraint; and that special care 
should be taken over loans for building and property development 
in areas where there was heavy pressure on labour and other 
resources. 

 The Chancellor of the Exchequer said that he was also satisfied, 
after consultation with the President of the Board of Trade, that 
some easement could now be made in the restrictions on hire 
purchase. He proposed that, for a range of durable consumer goods 
(excluding motor cars) the minimum deposit on a hire-purchase 
contract should be reduced from 20 per cent, to 10 per cent. The 
maximum period for completing payment would continue to be 
three years. 

In discussion the point was made that frequent changes in the 
hire-purchase regulations were a serious inconvenience to traders, 
and it would be important to avoid giving the impression that this 
change was designed to meet a temporary situation. The 
Chancellor of the Exchequer said that he regarded this as a 
permanent adjustment, which would stand unless conditions 
deteriorated to an extent requiring a number of restrictive measures. 

In further discussion it was agreed that this change in the hire
purchase regulations should be announced on 4th June. 

The Cabinet— 
(1) Took	 note of the 1 per cent, release of special deposits 

which was to be made that day. 
(2) Agreed	 that the restrictions on hire-purchase contracts 

should be adjusted, on the lines indicated by the 
Chancellor of the Exchequer, with effect from 4th June. 

3. The Lord Chancellor said that in pursuance of the Cabinefs 
decision of 24th May he had considered, in consultation with the 
Home Secretary and the Minister of Works, whether the meeting 
which the National Socialist Movement were proposing to hold in 
Trafalgar Square on 1st July was likely to lead to a breach of the 
peace. He had concluded that, while some scuffles might be 
expected, it was unlikely that there would be a breach of the peace 
on such a scale as to constitute a threat to public order. I t would 
not therefore be justifiable to withdraw the permission already given 
to hold the meeting unless it were decided as a matter of policy 
to suppress the public expression of anti-Semitism. Such a policy, 
if adopted, would have to be applied on a national basis and might 
be thought to require legislative authority. But Parliament had 



Burma 
(Previous 
Reference: 
C.C. (53) 51st 
Conclusions, 
Minute 3) 
W a r Damage 
Claims 

expressly rejected a clause proposed for inclusion in the Public 
Order Act, 1936, which would have prohibited " the making of 
speeches calculated to excite racial or religious prejudice". The 
Attorney-General had also advised that there was insufficient 
evidence to justify an application to the courts for an order binding 
over the sponsors of the meeting to keep the peace. 

In discussion it was noted that, in 1956 and again in 1961, the 
leader of this Movement had been convicted of using insulting words 
and behaviour. On the other hand, on four earlier occasions when 
the Movement had held meetings in Trafalgar Square no violence 
had resulted. 

There was general agreement in the Cabinet that the best course 
would be to allow this meeting to take place and to encourage those 
who had made representations for the withdrawal of permission to 
treat the Movement with contempt and refrain from organising any 
counter-demonstrations. 

The Cabinet— 
(1) Agreed	 that the permission given for the meeting of the 

National Socialist Movement in Trafalgar Square on 
1st July should not be withdrawn. 

(2) Invited	 the Minister of Works, in consultation with the 
Attorney-General, to suggest to those who had sought 
or might seek withdrawal of the permission that the 
appropriate course would be to take no notice of this 
meeting and to refrain from organising any counter
demonstrations. 

4. The Cabinet had before them a memorandum by the Lord 
Chancellor (C. (62) 91) on certain legal proceedings which were being 
brought against the Crown for compensation for war damage in 
Burma. 

The Lord Chancellor said that he had been asked by the Prime 
Minister to bring to the notice of the Cabinet claims against the 
Crown which were being pursued in the Scottish courts by the 
Burmah Oil Company and other firms. These claims were for 
compensation for war damage done to the companies' property 
under the scorched earth policy pursued in Burma in 1942. A total 
of nearly £40 million plus interest was involved and, if other 
companies took similar proceedings and were successful, the cost to 
the Exchequer could exceed £100 million. The claims, which would 
be heard by the Court of Session about mid-July, were being resisted 
on legal grounds which were believed to be sound, but it could not 
be certainly assumed that judgment would be given for the Crown. 
The Home Affairs Committee had taken the view that the claims 
were without merit; that it would be intolerable if the Exchequer 
had to meet them; and that, if the courts were to decide against the 
Crown, it would be right to introduce legislation to set aside the 
decision. The Committee had therefore concluded that there would 
be advantage in warning the companies of the Governments 
intentions before they incurred further heavy expenditure on 
litigation. This course might expose the Government to criticism 
unnecessarily (since the courts might reject the claims) and it would 
involve interference with a case actually pending before the courts, 
but if the companies proceeded with their claims despite a warning 
the Government would be in a stronger position to introduce 
legislation. If, as a result of the warning, the claims were 
abandoned, no legislation would be required. A draft letter which 
had been prepared for the purpose of warning the claimants would 
leave the companies in no doubt that the Government were 
confident that the claims would be rejected by *he courts. 
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In discussion there was general agreement with the conclusions 
reached by the Home Affairs Committee. I t was true that issue of 
a warning of this kind could be criticised as an intimation that the 
Government would alter the law in defiance of a decision of the 
courts ; and, as the claims appeared to have so little merit, there 
was something to be said for leaving the proceedings to take their 
course. On the other hand, if judgment went against the Crown 
it would be difficult to defend payment to a few firms of the large 
sums which would be involved. As a judgment by the Court of 
Session against the Crown might, whatever the outcome on appeal, 
create a vested right to damages, it would be desirable that warning 
should be given as soon as possible. 

In further discussion the following points were raised: 
(a) In 1948 the Treasury had distributed ex gratia £10 million 

among British-Burma companies, but this payment had been made 
not by way of compensation but in the interests of the national 
economy as a means of enabling British concerns to rehabilitate 
their pre-war businesses. 

(b) If, as a result of the warning, the claims were withdrawn, 
there could be a case for making an ex gratia payment towards the 
legal costs already incurred by the companies. 

(c) Careful consideration should be given to the terms of the 
letter to be sent to the companies and to the arrangements for 
issuing it. It would be inappropriate that it should be sent by the 
Lord Advocate. 

The Cabinet— 
(1) Agreed	 that the Burmah Oil Company and other 

companies should be informed that, if they proceeded 
with their war damage claims and were successful in the 
courts, legislation would be introduced to nullify the 
effect of the judgment. 

(2) Invited	 the Chief Secretary, Treasury, in consultation with 
the Attorney-General and the Lord Advocate, to give 
further consideration to the terms of the warning letter 
and to the arrangements for issuing it. 

South-East 5. The Foreign Secretary said that Pathet Lao forces had now 
Asia Treaty overrun a large area of northern Laos and at some points had 
Organisation reached positions near the Mekong River. This advance was a 
Laos serious threat to the security of Thailand. It might also encourage 
(Previous General Phoumi to stand out against the pressures which were 
Reference: being applied to him to join in the formation of a national 
C.C. (62) 35th government. Little time was now left for the formation of such a 
Conclusions, government; for Prince Souvanna Phouma was returning to Paris 
Minute 5)  i 4  t j e and, unless agreement on a national government had o n	 n u n  

been reached by then, he might well be unwilling to return to Laos. 
The United States Government were therefore increasing their 
pressures on the Laotian Princes with a view to inducing them to 
reach agreement before Prince Souvanna Phouma left the country. 
If this last attempt to secure agreement was successful, there was a 
fair chance that the position in Laos might be stabilised for several 
years. If it failed, the Western Powers would face the alternatives 
of working for a partition of Laos or undertaking military operations 
across the Mekong River. 

The Foreign Secretary said that some statement on Laos might 
have to be made in Parliament before the Whitsun recess. He would 
however refer the matter to the Cabinet again before any such 
statement was made. 



Federation 
of Rhodesia 
and Nyasaland 
(Previous 
Reference: 
CC. (62) 37th 
Conclusions, 
Minute 1) 

6. The Home Secretary made a report to the Cabinet on his 
recent visit to the Federation of Rhodesia and Nyasaland. There 
were many difficulties ahead, and it would be a mistake to take an 
optimistic view at this early stage; but it was satisfactory that the 
Federal Government had now come to accept the need for change in 
the present organisation of the Federation. 

Of the three territories he had formed the impression that the 
situation in Southern Rhodesia was the most critical. Their budget 
was in deficit, largely because of expenditure on African education. 
The leader of the main African opposition party was withholding 
co-operation because of his belief that the support which he had 
already received at the United Nations would in the end enable him 
to dictate his own terms. It was by no means certain that the 
present Government would be returned to power at the next 
election; and if they were defeated it was possible that Southern 
Rhodesia might seek secession from the Federation. 

In Nyasaland the present Ministers were obsessed with 
questions of status and independence and had not yet grasped the 
realities of the economic situation. He had, however, been able to 
persuade the leader of the Malawi Congress Party, Dr. Banda, to 
agree that a decision on secession should be deferred until its 
economic effects had been examined by the special advisers who 
would start work in July and would also examine the possibility of 
continued co-operation between Nyasaland and the other territories 
of the Federation. Dr. Banda would undoubtedly press for a greater 
degree of self-government and this might not be unwelcome to the 
European settlers who felt that a self-governing Constitution, 
including a Bill of Rights and guarantees for the farming community, 
might give them greater security of tenure than they now had. The 
ultimate secession of Nyasaland seemed inevitable, and the Federal 
Government had accepted that Nyasaland presented special 
problems which demanded special solutions. 

In Northern Rhodesia elections under the new Constitution 
were due to be held in October. The result might well be a 
stalemate between the main parties in which case the small l i b e r a l 
Party under Sir John Moffatt might find itself holding the balance 
of power. 

There would now be a period of a few months before final 
decisions about the future of the Federation had to be taken. 
During this period special advisers would examine and report on 
the implications of Nyasaland's secession, would consider future 
forms of association between Northern and Southern Rhodesia and 
would also consider the scope and nature of continued co-operation 
between Nyasaland and the other territories. The Federal Prime 
Minister had expressed the hope that any new form of association 
between the territories would not be wholly confined to economic 
questions; he was thinking in terms of a federal authority with some 
responsibility for political consultation and, if possible, reserved 
powers in respect of external relations and defence. 

In discussion it was pointed out that, while there would be 
advantage in continuing co-operation between the territories on 
political matters, this might be difficult to achieve in practice. On 
many issues of foreign policy the African parties would be bound 
to hold extreme views. There was a real danger that Southern 
Rhodesia might find itself completely isolated. 

The Cabinet— 
(1) Took note of this statement by the Home Secretary. 
(2) Took	 note that the Home Secretary would arrange for an 

examination of the economic consequences of 
Nyasaland's withdrawal from the Federation, of the 
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future possible forms of association between Northern 
and Southern Rhodesia and of the possibility of 
co-operation both on economic and on other questions 
between the three territories. 

Shipping 7 xhe Cabinet had before them memoranda by the Minister 
(Previous of Transport (C. (62) 87 and 88) on the future of the Cunard 
Reference: Company's passenger service and on the request by the Pacific 
C.C. (62) 32nd Steam Navigation Company for an operating subsidy for the liner 
Conclusions, Reina del Mar; and a memorandum by the Minister of Aviation 
Minute 7)  ( 6 2  ) 86) on a proposal for a joint Cunard-B.O.A.C. company to 

operate air services across the Atlantic. 
( C

The Minister of Transport said that the Cunard Company had 
not asked for a Government subsidy: they had confined themselves 
to asking the Government to take note of their increasingly serious 
financial position. Their total losses for passenger services for 1962 
were estimated to amount to £If million of which over £600,000 
would be accounted for by the operation of the Queen Elizabeth 
and the Queen Mary. The company were still making a small 
profit on their cargo services. The main reasons for the losses on 
the passenger services were the steep increase in crew costs, the 
subsidised competition of French and American liners, and the 
increased competition from airlines since the introduction of the 
large jet aircraft on the Atlantic route. The Pacific Steam Navigation 
Company were similarly facing increased competition from jet 
aircraft, and from subsidised shipping. 

The Minister of Transport said that he could not recommend 
the payment of a subsidy in either case. It could be argued that, if 
the " Queens " had to be withdrawn from the Atlantic service and 
the Reina del Mar from the South American routes, national prestige 
would suffer severely and there would be loss to the balance of 
payments. As against this a subsidy would involve continuing 
expenditure on services which were becoming increasingly out of 
date. It might be right that the Government should give some help 
to the shipping industry, but this should be done in a broader and 
more imaginative way than by the grant of subsidies to services which 
could never hope to pay their way. The purpose of Government 
help should be to enable the industry to modernise itself and become 
more competitive. 

The Minister of Aviation said that the proposed formation of a 
joint company with B.O.A.C. would be unlikely to have any impact 
on Cunard's present position, although it might help presentationally 
to soften the blow to national prestige which would be involved by 
the withdrawal of the " Q u e e n s " from the Atlantic route. The 
present idea of the merger was that B.O.A.C. and Cunard should 
form a joint company to which Cunard would contribute about 
25 per cent, of the total assets. The services operated by the joint 
company would be supported by the shore organisation and facilities 
of both the parent companies. Both parties would be likely to 
benefit and as neither was in a sound financial position it would be 
to their advantage to co-operate rather than to compete on the 
Atlantic route. Talks between the two parties were now in progress 
and, while it would be necessary for the Treasury and the Ministry 
of Aviation to consider carefully the details of any financial 
agreement, it was to be hoped that it might be possible to make an 
early announcement that a joint company was being planned. There 
was a serious danger of premature leakage if an announcement were 
long delayed. 



Cotton
(Previous
S^ei??£e:^,CC. (59) 50th 
Conclusions,
Minute 5)

In discussion the following points were made : 
(a) The arguments against a subsidy to the Cunard Company 

were strong. If the national economy was to enter a period of 
increased growth it would be essential that Government expenditure 
should be concentrated on industries with high productivity and 
good prospects. Dollar earnings were not enough to justify 
Government support for enterprises which were manifestly on the 
decline. It would be undesirable that the Government should 
encourage the Cunard Company even indirectly to maintain the 
" Queens " in service against their better judgment. At the same 
time, the progressive withdrawal of British passenger liner services 
would have a profound effect on public opinion. Apar t from the 
breach with our long seafaring tradition, it would be argued that 
the Government had surrendered the country's interests to 
subsidised foreign liners which would absorb the traffic. The 
Government ought to frame as rapidly as possible a comprehensive 
plan for the future of British shipping as a whole; it was only 
against such a background that it would be possible to set the 
possible withdrawal of the " Queens " in a proper perspective. Any 
such general policy would have to include proposals for 
reorganisation of ports and docks and for the cargo services, 
including the construction of new and possibly standardised ships, 
on which the future of the industry would increasingly depend. 

(b) N o Government announcement need be made about the 
passenger services of the Cunard Company. The company had not 
asked for a Government subsidy. They would not themselves 
foreshadow the withdrawal of the " Queens " from the Atlantic 
service. Speculation would, however, be provoked by the 
disclosure of their trading losses; and questions would probably be 
asked about the Governmen t s intentions. The Minister of 
Transport should therefore press forward with urgency the study of 
constructive proposals for the future of the shipping industry as a 
whole. 

(c) The details of the proposed Cunard-B.O.A.C. merger would 
need careful study and it would not be possible to form a final view 
of this project until that study has been completed. In the 
meantime it would be important to avoid any public intimation that 
the proposed merger had the support of the Government. 

The Cabinet— 
(1) Agreed	 that the Minister of Transport should reject the 

application by the Pacific Steam Navigation Company 
for a subsidy for the operation of the passenger liner 
Reina	 del Mar. 

(2) Agreed	 that no subsidy should be granted to the Cunard 
Company in respect of their passenger services on the 
Nor th Atlantic route. 

(3) Invited the	 Minister of Transport to bring before them as 
soon as possible comprehensive proposals for the future 
development of the British shipping industry as a whole. 

(4)	 Invited the Chief Secretary, Treasury, and the Minister of 
Aviation to examine the details of the proposed Cunard-
B.O.A.C. merger and to ensure that until that 
examination had been completed no public statement 
should be made by the Companies which implied that 
their proposals had the support of the Government. 

 8. The Cabinet had before them a memorandum by the 
 President of the Board of Trade (C. (62) 90) covering the draft of a 

 statement on cotton textiles. 
The President of the Board of Trade said that the cotton 

 industry was suffering from a crisis of confidence and was not 



making satisfactory progress with re-equipment and modernisation 
schemes in pursuance of the Cotton Industry Act, 1959. It was 
desirable that an early announcement should be made on the import 
of cotton textiles from Hong Kong, India and Pakistan, since the 
industry would not feel able to proceed with applications under the 
Act of 1959 (which had to be submitted by 9th July) unless they 
knew that duty-free imports from these countries would continue 
to be kept in check. The industry had pressed for a renewal of the 
present arrangements, which would expire at the end of this year, 
but on the basis of a reduction in the ceilings permitted. No such 
reduction was practicable but it was likely, subject to certain 
outstanding difficulties with Pakistan over cotton yarn, that an 
extension on the present basis could be secured for a further three 
years. The industry had also expressed anxieties about imports 
from other parts of the world, including many countries which had 
not previously been regarded as textile exporters. The present 
depressed state of the industry was largely due to inflated demand 
18 months ago and to the fact that both imports and home 
production had fallen sharply since then; but the industry feared 
that when demand revived the benefit would go to other countries 
unless special steps were taken to avoid this. 

In the proposed statement it would be appropriate to announce, 
in addition to the continuance of the arrangements with Hong Kong, 
India and Pakistan, a change in the licensing system which would 
involve the withdrawal (from all sources except the three Common
wealth countries) of the Open General Licence under which cotton 
textiles and yarns could be imported freely. This would be 
replaced by a system of Open Individual Licences which would 
require importers to make monthly returns to the Board of Trade. 
This would make it possible for the Government to apply 
restrictions, if they should be required, more quickly and more 
selectively than they could at present. Such a system would not 
constitute a control on imports and could be defended so long as 
it did not involve discrimination. It was also proposed that certain 
exporting or potentially exporting countries should be approached 
with a view to enlisting their co-operation in avoiding the difficult 
situation which would arise if there were a marked rise in their 
exports to this country. 

In discussion there was general agreement with the action 
proposed. The following points were raised: 

(a) Although it would be desirable to emphasise in the 
proposed statement the need for action by the industry itself, it 
would be better to omit the last two sentences of the draft statement 
annexed to C. (62) 90. 

(b) The proposed change in the licensing system might lead 
other countries to expect protective measures to be taken against 
their exports. It was not, however, necessary to say in the statement 
that new restrictions would not be imposed or that international 
obligations would be maintained. It was unlikely in practice that 
there would be any need to adopt a quota system, but the possibility 
had to be kept in mind. 

(c) It seemed unlikely that the proposed statement would have 
any adverse effect on the negotiations in Brussels for entry to the 
European Common Market, but the Lord Privy Seal should have the 
opportunity of considering this point. 

The Cabinet— 
(1) Subject	 to the deletion of the last two sentences, approved 

the draft statement on cotton textiles annexed to 
C. (62) 90. 
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Cabinet
31st

(2) Invited the	 President of the Board of Trade to consult the 
Chancellor of the Duchy of Lancaster about the date on 
which this statement should be made in Parliament. 

(3) Invited the	 President of the Board of Trade to consult the 
Lord Privy Seal about the effect of the proposed 
statement on the current negotiations with the European 
Economic Community. 

9. The Cabinet had before them a memorandum by the 
Minister of Transport (C. (62) 72) on the facilities for passengers at 
the main passenger ports. 

The Home Secretary said that a number of detailed points in 
this memorandum seemed to require further consideration and it 
would be convenient if the Minister of Transport could arrange for 
these to be examined by Junior Ministers from the Departments 
concerned. 

The Cabinet— 
Invited the Minister of Transport to arrange for Junior 
Ministers from the Home Office, Treasury, Scottish 
Office, Board of Trade, Ministry of Aviation and Ministry 
of Transport to give further detailed consideration to the 
report annexed to C. (62) 72. 

Office, S.W.1, 
May,	 1962. 
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Parliament \ The Cabinet were informed of the business to be taken in the 
House of Commons in the week after the Whitsun recess. 

National 2. The Cabinet had before them a further memorandum by the 
Assistance Minister of Pensions and National Insurance (C. (62) 77) on the level 
(Previous of National Assistance scale rates. 
Reference: 
C C  . (62) 38th The Minister of Pensions said that, in the light of the Cabinefs 
Conclusions, discussion on 29th May, he had held further consultations with the 
Minute 5) Chairman of the National Assistance Board, who had put forward 

strong arguments for increasing the rate for single householders by 
4s., though he would be prepared to recommend that single persons 
who were not householders should receive an increase of only 2s. He 
was content that the increase for the married householder should be 
5s. 6d. But he had urged that all these increases should take effect 
from 24th September. The Minister sought the Cabinet's authority 
to inform the Chairman that these proposals would be acceptable to 
the Government. 

The Chief Secretary, Treasury, said that these revised proposals 
would cost over £11 million in the current year and £20-5 million in 
a full year. In view the representations made by the Chairman he 
was prepared to accept them. If however an increase of 4s. were 
now given to single householders, he thought it important that the 
amount of any further increase to be given to this group in 1964 should 
be left open for consideration in the light of circumstances at the time. 

The CabineCs discussion turned mainly on the question whether 
the announcement of a decision to increase the scale rates of National 
Assistance would lead to pressure for increases in public service 
pensions. It was generally agreed that, if steps were to be taken 
later in the year to increase public service pensions, there would be 
disadvantage in delaying a decision on this question until the stage 
at which it would appear to have been taken in response to public 
pressure. The timing of the announcement on National Assistance 
should therefore be considered in relation to a plan for dealing with 
public service pensions. 

The Cabinet— 
(1) Authorised the Minister of Pensions	 and National Insurance 

to inform the Chairman of the National Assistance Board 
that the Government were prepared to agree that National 
Assistance scale rates should be increased, from 
24th September, by 2s. for the single non-householder, 
4s. for the single householder and 5s. 6d. for the married 
householder. 

(2) Invited	 the Chancellor of the Duchy of Lancaster, in 
consultation with the Chancellor of the Exchequer, the 
Minister of Defence and the Minister of Pensions, to 
consider the timing of the announcement of this decision 
in relation to the announcement of any proposals for 
increases in public service pensions, and to submit a 
time-table for the Prime Ministers approval. 

Commercial 3. The Cabinet had before them a memorandum by the 
Policy President of the Board of Trade (C. (62) 92) proposing amendments 
Japan to the list of products whose import from Japan would continue to 
(Previous be restricted after the conclusion of a commercial treaty. 
Reference: 
C C . (61) 59th The President of the Board of Trade reminded the Cabinet that 
Conclusions, when they had considered this matter in December, 1960, they had 
Minute 5) asked to be kept informed of developments and to be consulted before 



any further commitments were accepted. There would be great 
advantage in concluding a commercial treaty which would give 
United Kingdom exporters a reasonable chance to secure a fair share 
of the expanding Japanese market. Exports from the United Kingdom 
to Japan had increased substantially over the last year and there was 
scope for further increase, although there would be competition from 
West Germany and the United States. If this expansion of our export 
trade was to be secured, it would be necessary to adopt a more liberal 
policy towards Japanese imports into this country. The proposals set 
out in his paper had been framed with this consideration in mind. 
The only difficulties now outstanding related to woollen goods and 
transistor radios. He had himself held discussions with representatives 
of the woollen industry, who would have preferred a total restriction 
on imports from Japan, rather than a restriction confined to woollen 
cloth. He had agreed to try to widen the definition of cloth to include 
a greater range of materials, and on this basis he believed that his 
proposals would be accepted by the industry. Cotton textiles would 
continue to be restricted. 

The Minister of Aviation said that he had discussed with 
representatives of the industry the proposals to remove restrictions 
on certain classes of transistor radios. For reasons which he accepted 
they maintained that the proposals would seriously damage the growth 
of domestic production. In distinction to other products, for which 
some safeguards would be retained, the proposals on transistors would 
subject United Kingdom manufacturers to the full weight of Japanese 
competition, which was extremely powerful. The industry would 
not be satisfied by an assurance that quotas could be quickly imposed 
if it was found in practice that the level of imports was having a 
disruptive effect on home manufacture; for it was common knowledge 
that the existing quotas for Japanese imports were heavily 
over-subscribed and their removal would lead to an immediate and 
massive increase in imports. 

In discussion the following points were made : 
(a) On broad economic grounds it would be important to 

conclude a commercial treaty with Japan which offered a fair chance 
to United Kingdom exporters to increase their share of this large 
and growing market. The Japanese Government had also been 
helpful to us in recent negotiations about unfair shipping practices. 
As against this it had to be admitted that, although the woollen 
industry was not at present as sensitive to competition as the cotton 
industry, its interests would need to be carefully watched. 

(b) Certain special interests affecting Hong Kong would need to 
be taken into account before the commercial treaty with Japan was 
finally concluded. There were also special factors affecting certain 
industries in Scotland. 

The Cabinet— 
(1) Invited the	 President of the Board of Trade to discuss his 

proposals further with the Secretary of State for Scotland, 
the Colonial Secretary and the Minister of Aviation. 

(2) Invited the	 President of the Board of Trade to report the 
outcome of those discussions to the Prime Minister. 

4. The Cabinet had before them a note by the Foreign Secretary 
(C. (62) 73) covering an analysis of the advantages and disadvantages 
to the United Kingdom of continued participation in United Nations 
debates, particularly in the Committee of Seventeen, on Colonial 
affairs. 

The Colonial Secretary said that the Government had originally 
agreed to co-operate in the work of the Committee of Seventeen on 



the understanding that it would not intervene in the affairs of 
territories for which the United Kingdom retained responsibility. 
The Committee were now in fact intervening in the affairs of such 
territories, and had thereby destroyed the basis of our co-operation. 
To continue to participate in their debates in such circumstances was 
not only undignified, but prejudicial to our Colonial interests. It 
made it more difficult to ignore any resolutions which might emerge, 
and it encouraged local extremists. 

The Home Secretary said that he was keenly conscious of the 
difficulty to which the Colonial Secretary had referred. During his 
recent visit to Southern Rhodesia the main African Party had refused 
to meet him, because they thought they had more to gain by contacts 
with the United Nations. The same influences would shortly be at 
work in Northern Rhodesia, whose problems the Committee of 
Seventeen intended to discuss and from which they would hear 
petitions. In spite of this, he felt that the balance of advantage would 
lie in continued participation in the work of the Committee. Our 
withdrawal would not lead to any lessening of United Nations 
pressure on us or to any reduction of their influence in the territories. 
On the contrary in our absence even more extreme resolutions would 
be likely to be passed and countries favourable to us would be less 
able to help us. Great patience would be needed and a real effort 
should be made to present the case in support of our policies more 
clearly and more cogently than had been done up to the present. 

The Foreign Secretary said that he fully recognised the 
disadvantages of the present position and the danger that our 
participation would be misinterpreted in the Colonial territories 
concerned. He feared, however, that the alternative of total 
withdrawal would be likely to be even more damaging. It would 
not prevent the Committee from hearing petitions and passing 
resolutions which would have a considerable impact on public 
opinion; and the countries which had been helpful to us in the past 
would find it more difficult to secure moderation if we were not 
present to put our own case and answer our critics. It was even 
possible that in those circumstances resolutions hostile to our interests 
would be passed with the support of the United States and some 
Commonwealth countries. It was a relevant consideration that 
France had not improved her international reputation by withdrawing 
from participation in the United Nations debates. 

In discussion the following points were made: 
(a) It was arguable that the proceedings of the Committee of 

Seventeen constituted intervention within the meaning of the Charter 
and were therefore ultra vires. If this view could be sustained there 
might be advantage in referring the question to the International 
Court. A decision favourable to us would greatly strengthen our 
hand in confining the activities of the Committee. On the other hand 
an unfavourable decision would be very damaging. The Law Officers 
should be asked to advise whether it was likely that the International 
Court would find in our favour if this question were referred to them. 

(b) It was suggested that there might be advantage in taking a 
more robust line in the Committee's debate, to the extent of 
cross-examining petitioners and witnesses before the Committee and 
arranging for the submission of petitions in support of our own 
policies. It had to be recognised, however, that such a course would 
involve a closer degree of participation in the work of the Committee 
than had been thought expedient hitherto. 

(c) The Cabinet were informed that the Commonwealth Secretary 
saw grave objection to the proposal that we should withdraw from 
the work of the Committee. We should thereby forfeit the support, 
not only of those Afro/Asian members of the Commonwealth which 
had been helpful to us in the Committee, but also of the older members 
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of the Commonwealth. Our withdrawal would disappoint Canada. 
It would also mean that we should be unable to support Australia, 
if criticism were directed against the administration of their 
dependencies. 

(d) The difficulty of continuing to maintain that the Committee's 
actions and debates were ultra vires while still continuing to take part 
in them might prove to be greater in theory than in practice. It 
should be possible to continue to emphasise our disapproval of the 
Committee's behaviour while still taking steps to state our own views 
on the subjects under discussion and seeking to influence the drafting 
of their resolutions. 

The Cabinet— 
(1) Invited the Foreign Secretary to seek the opinion of the Law 

Officers on the question whether the International Court 
would be likely to rule that the activities of the Committee 
of Seventeen were in contravention of Article 2 (7) of the 
Charter of the United Nations. 

(2) Agreed that for the time being the United Kingdom should 
continue to participate in United Nations debates on 
Colonial affairs, including those in the Committee of 
Seventeen, and that every effort should be made to present 
the policies of the United Kingdom in a constructive light. 

(3) Agreed to resume their discussion of this question when the 
advice of the Law Officers was available. 

South-East 
Asia Treaty 
Organisation 
Laos 
(Previous 
Reference: 
C.C. (62) 39th 
Conclusions, 
Minute 5) 

5. The Foreign Secretary said that a further meeting of the 
Laotian Princes had now been held, and the King of Laos had given 
a satisfactory directive to Prince Souvanna Phouma about the 
formation of a national government. It was to be hoped that 
agreement on the distribution of portfolios in such a government 
would be reached before Phouma had to leave Laos for Paris. 

Broadcasting
Policy
(Previous
Reference:
C.C. (61) 9th
Conclusions,
Minute 5)

 6. The Home Secretary said that the report of the Committee 
 on Broadcasting had now been submitted to the Postmaster-General 

 and would be published on 27th June. The report was critical of the 
 quality of independent television and of the structure established 

 under the Television Act. 1954. This part of the report would be 
 highly controversial and a source of political embarrassment to the 

 Government. Its recommendations would have to be carefully 
examined and it would be prudent to refrain from giving any 
indication of the Governments attitude to them until public opinion 
had crystallised. Apart, however, from this controversial question 
there were various technical points in the report on which an early 
statement of the Governments view would be valuable to the radio 
industry, and the Cabinet. Committee which had considered advance 
copies of the report had invited the Postmaster-General to prepare 
the draft of a White Paper to deal with these points. It might be 
practicable to issue a White Paper of this kind early in July, in time 
for the debate on the report which must be expected before Parliament 
rose for the summer recess. 

In discussion there was general agreement with the course of 
action proposed by the Home Secretary. The following points were 
raised: 

(a) The recommendations on the structure of independent 
television would attract much support from certain sections of the 
Press, and there might be some disadvantage in having a long gap 
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between the publication of the report and the announcement of the 
Governmen t s attitude to those recommendations. It would not, 
however, be practicable to delay the publication of the report ; and, 
if the White Paper to be published in July included a warning reference 
to the need to consider other points of view, this would help to contain 
the pressure for a full statement. The Committee on Broadcasting 
and Television should arrange for the draft White Paper to be 
brought before the Cabinet and should consider whether any separate 
statement on the structural recommendations would be advisable. 

(b) The Committee on Broadcasting and Television had thought 
that, in view of the length of the report, a popular version should be 
prepared by the Central Office of Information and put on sale through 
the Stationery Office; and they had invited the Postmaster-General 
to arrange for this to be done. 

(c) It would be useful if members of the Cabinet could have an 
early opportunity of reading the report. 

The Cabinet— 
(1) Agreed	 that the report of the Committee on Broadcasting 

should be published on 27th June. 
(2) Invited	 the Postmaster-General to circulate copies of the 

report to the Cabinet. 
(3) Invited	 the Home Secretary to arrange for the Committee 

on Broadcasting and Television to consider and submit 
to them in due course the draft of a White Paper dealing 
with the technical matters arising from the report ; and 
to consider whether a separate statement should be made 
about the recommendations in the report for changes in 
the structure of independent television. 

7. The Cabinet had before them memoranda by the Secretary 
of State for Scotland and the Minister of Agriculture, Fisheries and 
Food about trawler subsidies (C. (62) 78) and grants and loans tor 
fishing boats and engines built abroad (C. (62) 94). 

The Cabinet were informed that under present arrangements the 
fishing industry received Exchequer assistance in two main forms— 
operational subsidies, and grants and loans for construction and 
modernisation of vessels. I he powers under which the assistance 
was paid would expire at the end of the current year or early in the 
following year. The main purpose of the Sea Fish Industry Bill, 
which was now under discussion in the House of Lords, was to provide 
for a new system substantially on lines recommended by the Fleck 
Committee in 1961. Both forms of assistance would be maintained 
at about the present level, but the Governments detailed proposals 
had given rise to political difficulties. 

The Secretary of State for Scotland said that grants and loans 
were not at present available for boats and engines built in foreign 
yards, but earlier in the year it had been decided that this restriction 
should be removed. An announcement of the decision on 18th May
had evoked protests on behalf of British boatbuilders. Particular 
disquiet had been felt about the possibility that foreign yards which 
enjoyed Government subsidies would benefit by British orders, and 
that British yards would not have the equal chance to compete which 
had been promised in the announcement. In a discussion of these 
points that morning the Economic Policy Committee had concluded 
that the decision to remove the restriction should be upheld and that 
administrative means could be found of ensuring that British yards 
would have an equal chance to compete. Subject, therefore, to the 
approval of the Cabinet, he proposed, in an adjournment debate on 



the following day, to defend the removal of the restriction and to say
that steps would be taken to ensure that the system of grants and loans 
would not be used to give any advantage to subsidised foreign yards. 

In discussion the following points were made : 
(a) It would not be advisable for the White Fish Authority, which 

was responsible for payment of the grants and loans, to list for 
fishermen either the countries known to subsidise the building of 
boats or those believed not to do so. The Authority should be 
instructed that, before accepting a foreign tender for grant or loan, that 
tender and others from British yards should be put before a committee 
to be established by the Minister of Transport to supervise the 
examination of tenders. 

(b) It was well known that yards in France, Spain and Italy were 
subsidised, and the Committee would have no difficulty in preventing 
the payment of grants and loans for boats built in those countries. 
In some other countries, however, subsidies were paid by less open 
means and would be less easy to identify. But the Committee could 
insist on four or five tenders being obtained from British yards in each 
case; and where any material element of subsidy was detected in a 
foreign tender they could say that no grant or loan would be made 
if that tender were accepted. 

(c) A suggestion had been made that, where it was proposed to 
accept a tender from a foreign yard higher than the lowest British 
tender, the amount of grant or loan might be limited to the amount 
which would have been paid on the lowest British tender. This form 
of escalation was open to some objection and would require further 
consideration. 

(d) In the House of Lords that afternoon the Lord President 
would have to intimate that the Government would seek to annul the 
effect of the amendment recently carried against the Government with 
the purpose of maintaining a statutory restriction on the payment of 
grants or loans for boats built in foreign yards. 

The Cabinet— 
(1) Agreed	 that grants and loans for the construction and 

modernisation of fishing vessels should be available for 
vessels built in foreign yards but that administrative steps 
should be taken to ensure that the system did not give 
advantage to foreign yards which were subsidised. 

(2) Invited	 the Secretary of State for Scotland to consult the 
Chief Secretary, Treasury, the Minister of Agriculture and 
the Minister of Transport about the form of words which 
he should use in Parliament on the following day about 
grants and loans for vessels built in subsidised foreign 
yards. 

The Secretary of State for Scotland said that the idea underlying 
the Fleck recommendations for operational subsidies was that, as the 
fishing industry could be expected to stand on its own feet after some 
years, Exchequer assistance should be tapered off. In the case of 
the inshore and herring fleet, the Government had not said for how 
long the assistance would last and subsidies were to continue on 
present lines, which were broadly acceptable to the industry. In the 
case of the trawler fleet, however, the proposal was that assistance 
should be reduced year by year by fixed proportions and should come 
to an end in 10 years. The key question was the starting rates for 
subsidy for the three different types of trawler. These rates had been 
negotiated in the previous year with the two representative bodies— 
the British Trawler Federation (B.T.F.) and the Aberdeen Owners 
Association—and they were still accepted by the B.T.F. in spite of the 
bad times which had been experienced by all sections of the fleet in 
the past few months. But the rates were now being contested by the 
Scottish trawler interests, who argued that the starting rates for near 



and middle water trawlers should be doubled. The Secretary of State 
said that he appreciated the importance of adhering to the agreement 
which had originally been accepted by all sections of the industry 
but he felt much sympathy with the owners of near and middle water 
trawlers, who had been the chief sufferers from the prevalent 
over-fishing and from the agreements which had had to be made with 
Iceland and the Faroes. Conditions for these sections of the fishing
fleet were likely to get worse, and it would be prudent to take the 
acknowledged risk of reopening the agreement with the B.T.F. He 
proposed an increase in starting rates for near and middle water 
trawlers, at a cost of some £1-4 million per annum at the outset. 

The Minister of Agriculture said that if the agreement were 
reopened it was likely that the B.T.F. would split into three sections 
and that the Government would then have to face serious and 
continuing political difficulties. To temper the wind for certain 
sections of the industry, as proposed by the Secretary of State for 
Scotland, would amount to a reversal of policy; the Governments 
object should be to base assistance on cost and catching capacity 
rather than on need, so that the more efficient sections of the fleet 
would be encouraged to expand. It would, however, be right to 
grant a moratorium to the White Fish Authority (who financed loans 
for trawlers out of advances from the Exchequer) so that they could 
allow defaulters more time. It would also be right to remove the 
restrictions which at present prevented fishing off Iceland by middle 
water trawlers. Of the £350.000 available in the first year as 
supplementary subsides for particular groups of trawlers in special 
difficulties, £250,000 had already been allocated to middle water 
trawlers and it was likely that the remaining £100,000 which was 
being held in reserve would in due course be allocated in the same 
way. 

In discussion there was general agreement that, while the near 
and middle water sections of the industry, especially in Scotland, 
were in serious difficulties, it would be a mistake to go back on the 
agreement which had been reached with the representative bodies in 
the industry. It was hoped that, with the help of the moratorium 
and the other subsidiary measures which had been mentioned, the 
Scottish trawler owners could be brought to accept that the starting 
rates for subsidy could not be improved. 

The Cabinet— 
(3) Agreed	 that discussion of the starting rates for trawler 

subsidies should not be reopened. 

Cabinet Office, S.W. 1, 
7th June, 1962. 
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1. The Cabinet were informed that the Members of Parliament 
who had recently visited units of the British Army of the Rhine had 
formed the impression that there had been much exaggeration in the 
Press about the difficulties which had arisen between British soldiers 
and German civilians. There was however general agreement in the 
Cabinet and there would be little to be gained by arranging for a 
Government statement to be made in Parliament and that the prudent 
course would be to allow discussion of the subject to lapse. 

2. The Foreign Secretary said that in the past few days large 
concentrations of Chinese troops and aircraft had been reported on 
the mainland of China opposite Quemoy and Matsu. The purpose 
of these movements was not year clear. They might result from a 
desire on the part of the authorities of the Chinese Peopled Republic 
to divert attention from the internal difficulties of the regime or to 
test the reaction of the Nationalist Government and the United States 
Administration, or they might simply be precautions taken in case 
the Nationalist Government should seek to take advantage of 
unsettled conditions on the mainland. On present information it 
seemed unlikely that the purpose of the movements was offensive, bu t 
further information might become available when the United States 
Secretary of State visited this country on 24th June. 

The Foreign Secretary said that, although the three Laotian 
Princes had signed an agreement for the formation of a National 
Government, difficulties were still being raised by General Phoumi 
about the status of the Royal Laotian Parliament. Prince Souvanna 
Phouma was again threatening to return to Paris, but it seemed 
probable that he could be dissuaded from doing so and that the 
difficulties would in practice be resolved in time for the Geneva 
Conference to resume early in July. 

The two British doctors who had fallen into the hands of Pathet 
Lao troops had not yet been released. The British Minister at 
Vientiane who had gone to negotiate their return had himself been 
taken into custody. Prince Souphannouvong had given assurances 
that all three were safe and would be released. Every effort was still 
being made to secure their early release, but in the circumstances 
growing anxiety must be felt about their safety. 

3. The Chancellor of the Exchequer reported that the state of 
the Canadian dollar was causing general concern, and the Canadian 
authorities had approached the International Monetary Fund in order 
to obtain a large standby credit to restore confidence. $700 million 
was thought to be the minimum requirement for this purpose. The 
Fund authorities were unable, as a matter of principle, to consider 
advancing more than the first instalment, which would be about 
$300 million, until the Canadian Government had given satisfactory
undertakings about their future policy as security for the loan. It 
had been proposed that, as an interim arrangement and for a period 
not exceeding three months, the remaining $400 million should be 
found jointly by the United Kingdom, France, Germany and the 
United States. The United Kingdom share would be $100 million. 
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This would be lent in sterling; and it would be for Canada to convert 
the loan to United States dollars by purchasing them from the United 
Kingdom. He sought the authority of the Cabinet for action on these 
lines, with sufficient latitude to deal with the rapidly developing 
situation; emergency action might be needed to assist the Canadian 
dollar before the resources of the International Monetary Fund 
could be made available. 

In discussion the following points were made : 
(a) The proportion of the United Kingdom reserves which was 

held in dollars was excessive, and the proposed interim loan presented 
an opportunity for reducing it by the conversion of the sterling loan 
into United States dollars. This was particularly welcome because 
the alternative method of reducing the dollar reserves by purchases 
of gold might be regarded in the United States as a blow to the dollar. 

(b) It was desirable that France and Germany should be 
associated with the proposed interim loan, since this might tend to 
create a more sympathetic atmosphere in Canada towards the United 
Kingdom's attempt to secure entry into the Common Market. The 
alternative of a joint United Kingdom-United States arrangement 
would not have this advantage. 

(c) Repayment of the interim loan would be made from the credit 
eventually granted by the International Monetary Fund. 

(d) It would be important to ensure that the interim arrangements 
were made in close consultation with the authorities of the Fund lest 
it should appear that the United Kingdom and the other countries 
associated in the arrangement were attempting to by-pass the Fund. 

(e) It was also desirable that it should be made clear that the 
proposed joint loan from the four countries should be a short-term 
bridging operation, since otherwise the Canadian authorities might 
be tempted by their present political difficulties not to make a serious 
attempt to meet the requirements laid down by the International 
Monetary Fund for advancing the remaining instalments of the loan. 

The Cabinet— 

(1) Took	 note of the statement by the Chancellor of the 
Exchequer. 

(2) Agreed	 that the United Kingdom should participate with 
France, Germany and the United States, in the interim 
arrangements for supporting the Canadian dollar on the 
lines indicated by the Chancellor of the Exchequer. 

 4. The Foreign Secretary recalled that, at the Cabinet's previous 
 discussion about economic aid for Egypt, he and the Chancellor of 

 the Exchequer had been invited to consider, with the help of H.M. 
 Ambassador in Cairo, the advantages of loans from the United 
 Kingdom Government which might total $10 million or $12 million, 

 and the way in which any such loan could be presented to public 
 opinion in Egypt and in this country. The Cabinet had shown some 

 disposition to accept the proposal that an amount of $8 million should 
be held in sterling in London for the specific purpose of meeting 
Egyptian exchange needs for settling transfers arising from 
de-sequestration of British property; and that up to $4 million should 
be used for current purchases from the United Kingdom. Under an 
arrangement of this kind the main part of the loan would be 
conditional on the fulfilment of transfer obligations; it would at the 
same time provide some financial support for current imports from 
the United Kingdom. 



Dr. Kaissouni, the Minister of Economy and the Treasury, had 
pointed out to H.M. Ambassador that the main requirement was a 
stand-by credit to help with his country's short-term balance of 
payments problem and to finance current purchases from this country. 
It had also been ascertained that the United States Administration 
would not allow the $8 million element in the loan to count towards 
the further matching contribution which they had offered. 
Dr. Kaissouni had therefore suggested that his Government should 
be given immediately a credit of the full $12 million and should 
undertake in return to provide exchange for transfers as they became 
due at a rate of up to $300,000 a month. This proposal had seemed 
too vague and would offer insufficient guarantee that exchange would 
in practice be available at the requisite times. A compromise 
suggestion had now been made by H.M. Ambassador for a bilateral 
assistance loan under International Monetary Fund auspices for a total 
of $12 million, divided so that $3 million would be withheld for the 
payment of transfers at present outstanding or likely to be due before 
October 1963, and $9 million would be immediately available for 
imports from the United Kingdom. The total $12 million would be 
re-payable in 10 years with a three-year grace period. The Egyptian 
Government would also undertake to pay the equivalent of $5 million 
in stages : $2 million in October 1963; $2 million in October 1964, and 
$1 million in October 1965. These arrangements would have the 
effect of making available in good time the full $8 million which, under 
the original proposal, was to be held for transfer purposes. H.M. 
Ambassador had further suggested that Embassy expenditure 
(running at about £30,000 a month) should be set off against transfers 
of up to £E. 1,000; this would guarantee a reasonable rate of transfers 
providing applications came forward fast enough. 

The compromise arrangement would be less favourable to us 
than the proposal which had previously been discussed by the Cabinet. 
There could be no guarantee that the loan would be re-paid, and if the 
arrangement were to be pursued it would be necessary to establish 
a joint system to ensure the speedy handling of claims and transfers 
of money. In some quarters in this country there would be firm 
opposition to any form of assistance to Egypt. But there was little 
doubt that relations with the Egyptian Government, which could have 
a significant effect on our position elsewhere in the Middle East, would 
be much improved if a loan could be offered on the lines now 
suggested. 

In discussion it was pointed out that the $9 million element in 
the proposed arrangement could be effectively criticised as offering 
advantages to Egypt before claimants in this country had received 
full satisfaction. Before reaching a decision it would be desirable 
that the Cabinet should have a statement indicating what claims, if 
any, oould be said to be outstanding apart from those which would be 
met by the re-payments proposed by the Egyptian Government in 
1963 and the two following years. The Cabinet should also be more 
fully informed of the terms of the commercial line of credit which had 
recently been opened in London and of the use which had been made 
of it. 

The Cabinet— 

Invited the Foreign Secretary, in consultation with the 
Chancellor of the Exchequer, the Lord President, the 
Minister of Aviation and the President of the Board of 
Trade, to arrange for a statement to be put before them at 
an early meeting on the amount of the claims still outstanding 
by British subjects against the Egyptian Government, and 
on the terms and use made of the commercial credit already 
available to that Government in this country. 

A 3 
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*5. The Cabinet had before them a memorandum by the Prime 
Minister (C. (62) 99) on the Governments incomes policy. 

The Prime Minister said that he would welcome the views of the 
Cabinet on the ideas put forward in his paper for the next step in the 
development of the Governments incomes policy, which should be 
viewed, not as a method of deflating the economy, but as an 
instrument of economic growth. In the absence of an incomes policy 
any move towards reflation would be likely to lead as in the past to a 
round of wage and prices increases which would damage our export 
position and encourage imports. Only a successful incomes policy 
could avoid this and lead on to a real forward movement in the 
economy. He considered that too much had been made of the 
dangers of inflation; the real danger not merely to the United 
Kingdom, but to the Western position as a whole, lay in the opposite 
direction. If the current recession in the United States became 
widespread, and if the leading industrial countries of the West deflated 
their economies, the effects would fall hardest on the under-developed 
countries of the world. This would be a great and possibly decisive 
gain for Communism. He reminded the Cabinet that he had written 
to President Kennedy shortly after the latter had assumed office 
suggesting that the most important task facing the West was to ensure 
the availability of international credit on a wider and more flexible 
basis and thus to secure the continued expansion of the Western 
economy as a whole. 

It was important that in discussing the Governments incomes 
policy the Cabinet should bear these wider and more fundamental 
issues in mind. 

In discussion of the Prime Ministers memorandum the following 
points were made : 

(a) The need to relate incomes policy to a sound expansion of 
the economy was generally accepted. In the particular field of 
Government expenditure it would be necessary to make a virtue of 
necessity by claiming credit for increases which could not be avoided 
and were in themselves the instruments of short or long-term growth. 
There were various other measures which it might be necessary to 
consider to this end, e.g., encouraging savings and stimulating the 
movement of labour into more productive sectors of industry by wider 
schemes of re-training. The keynote should not be the affluent 
society but the efficient society. More might be done to stimulate 
exports if the Government were to undertake market research on a 
more ambitious and imaginative basis. The problem of providing 
adequate international credit was critical; if, as now seemed likely, 
the United States Administration were failing to meet the challenge 
of the present situation it might be necessary for the United Kingdom 
Government to take the lead in proposing broader and more flexible 
arrangements. 

(b) The view was expressed that the specific measures outlined 
in the Prime Ministers paper would be unlikely to command the 
necessary support from both sides of industry and that it might for 
this reason be better to confine action to obtaining, by suitable 
publicity, the widest possible degree of support for the idea of 
continued restraint in wage and salary demands without seeking 
to support that policy with machinery for which public opinion was 
not yet ready and with measures, e.g., those related to conditions of 
employment, which needed much further study. A majority of the 
Cabinet, however, considered that specific measures would be 
required at this stage of the development of Government policy and 
that a reliance on general exhortation to restraint would be inadequate 
to the political and economic needs of the situation. 



(c) The purpose of t h e : ' guiding light " would need to be re-stated 
in more flexible terms. It would be important to avoid a formula 
so rigid that any departure from it would be regarded as a defeat 
for the Government. Even though the White Paper (Cmnd. 1629) had 
not laid down 2\ per cent, as a definite limit to acceptable wage 
settlements, it had been widely interpreted in that sense. It would 
also be necessary to introduce the idea that in any given case the time 
that had elapsed since the last wage or salary award would be accepted 
as a relevant factor in any fresh negotiation; for if this were not done 
the pressure for annual awards in all industries and professions would 
become difficult if not impossible to resist. Nevertheless, however 
broadly stated, the " guiding light " would still have to be based on 
some figure related to the growth in national productivity. There 
would be advantage in looking to an independent body, possibly the 
National Economic Development Council (N.E.D.C.), for advice on 
this figure. The fact that the N.E.D.C. had already committed itself 
to the view that an increase of 4 per cent, overall (3-3 per cent, in 
terms of the individual worker) was as much as it might be possible 
to attain, was a helpful development. On the other hand, it would 
be difficult and might be politically unwise for the Government to 
evade the responsibility of taking the final decision; the N.E.D.C. 
might perhaps be looked to for advice and support rather than be 
invited to take the decision itself. There was a reasonable chance 
that the N.E.D.C. would be more and not less co-operative as time 
went on, particularly after the meeting of the Trades Union Congress 
in September. One suggestion was that the " guiding light " should 
be related, not to an estimate of future productivity, but to the actual 
achievements of the past year; this would have the advantage of 
leaving no room for argument. 

(d) On the proposal for the establishment of some standing 
body, possibly a Royal Commission, to deal with wage and salary 
settlements, it was the general view of the Cabinet that an appeal to 
employers and to the trade unions to refer to it voluntarily would be 
unlikely to succeed. The suggestion that as an alternative the 
Commission should be invited to review after the event settlements 
in the private sector which had either exceeded the " guiding l igh t" 
or for other reasons seemed to the Government to be objectionable 
was supported by several Ministers. On this view it should be 
possible for the Commission to deal with reviews of this kind fairly 
rapidly and the resulting exposure would not only discourage 
extravagant settlements but would, over a period, encourage 
employers and unions to co-operate by referring claims to the 
Commission before the event. A majority of Ministers, however, 
inclined to the view that this alternative proposal would be unlikely 
to be effective; by the time the results of- any particular review came to 
be announced the case in question would have been forgotten and the 
damage would have been done. Control over the private sector was 
the critical point; without that it would be impossible to hold the line 
in the public sector and the Governments incomes policy would 
continue to be eroded. Difficult as it would be to introduce measures 
of compulsion, further consideration should be given to the possibility 
of bringing important claims in the private sector to the Commission 
before and not after agreement had been reached between the parties 
concerned. The findings of the Commission could probably not be 
made binding, at least to begin with, on the private sector although 
it might be necessary to make them binding on the public sector. 

(e) One great advantage of a Commission on the lines proposed 
would be the fact that it would replace or bring under its general 
oversight the various ad hoc Commissions which had been established 
in the past and whose outlook was necessarily limited to the particular 
employment sector with which they were concerned. It would, 
however, be necessary to consider further the relationship between the 



Commission and existing arrangements for arbitration, particularly 
in the public sector. It could be argued that it would be wrong to 
upset the existing arbitration machinery and that the duties of the 
Commission should be restricted to seeing that their advice was 
available to the appropriate arbitration tribunal before a case was 
heard. This would, however, have serious disadvantages. If the 
arbitral award followed the lines of the Commission^ advice it might 
be held that the arbitrators had been deprived of the right to an 
independent view. If on the other hand the arbitral awards departed 
from the Commission^ advice it would be interpreted as a defeat for 
the Commission and by implication for the Government. For these 
reasons many Ministers argued that it would be necessary to absorb 
existing arbitration machinery into the Commission and in some way 
to bring arbitral awards under central control. This would cause 
great resentment, but might be inescapable; the effects in Australia 
of allowing a free rein to independent arbitration had been disastrous. 
Thought should be given to the need for consultation, both with 
employers, with trade unions, and with staff associations, before any
final decisions were taken. 

(/) In so far as the Commission were called upon to deal with 
claims involving a re-valuation of wage or salary scales, its relationship 
with the N.E.D.C. as well as with the arbitration machinery would 
need to be considered. Re-valuation would in many cases be affected 
by estimates of the relative efficiency or inefficiency of the industries 
concerned and this was a subject which the N.E.D.C. would be 
examining. 

(g) In general, while the appointment of a Commission would be 
likely to form an essential part of the further development of the 
Governments incomes policy, it should not be overlooked that in 
setting it up the Government would be placing upon it, and removing 
from itself, a very great responsibility. It would be necessary to set 
the Commission to work within a frame of reference which would 
need to be carefully and closely defined; such a frame of reference 
might be best provided by the re-statement of the policy of the 
" guiding l ight", to which the Government would be committed in 
any event. 

(h) There was a division of opinion in the Cabinet about the 
proposal that resale price maintenance should either be prohibited 
or made unenforceable. Some Ministers considered that the 
disadvantages of abolishing resale price maintenance not only in 
political but in practical terms would greatly outweigh the advantages. 
Other Ministers considered that the support for the existing system 
came largely from the vested interests of the small shopkeeper and 
that its abolition would have a strong political appeal to the younger 
generation. Moreover, if the estimate that the abolition of resale 
price maintenance would lead over a period to an average drop of 
5 per cent, in retail prices was valid, its economic advantages as well 
as its effect on incomes policy would be substantial. The question 
would need to be further studied. In considering the relation between 
price levels and the incomes policy generally it was important not to 
overlook the effect of the Common Market—both directly in terms of 
food prices, and indirectly in its effect on our competitive position. 

(i) There was general support in the Cabinet for the proposals 
set out in the Prime Minister^ memorandum for measures to improve 
status and security at work and for consumer protection. The Shops 
and Offices Bill would be a major measure for the salaried workers. 
More thought would however need to be given to proposals for 
apprenticeship and industrial training; if the Government were 
prepared to spend large sums of money on official training schemes 
it would be important to avoid penalising firms who already ran 
extensive and efficient training schemes of their own, while unduly 
favouring firms who had done little if anything to help themselves 



(/') The effect of these measures on the legislative programme 
would need more detailed study. Under the existing programme, 
when allowance had been made for London Government, for the 
Common Market and for other essential measures, there would be 
room for only one other major Bill. There were, broadly speaking, 
three alternatives : to drop one of the existing major Bills, e.g., London 
Government ; to announce an intention to legislate on measures 
connected with the incomes policy but to defer the actual legislation 
until a later session; or to make wider and more drastic use of the 
guillotine. It would not be possible to take a decision until work on 
the incomes policy itself had reached a more advanced stage. It 
would, however, be undesirable to delay a decision beyond mid-July. 
Although the Governments present policy had been more successful 
in its effects than it had been given credit for, it could not continue in 
its present form for much longer; it would be necessary to make a full 
statement of the Governments intentions before the summer recess 
and to have formed at least a provisional view on its legislative 
implications by then. 

Summing up the discussion the Prime Minister said that he was 
grateful for the views of his colleagues, to which he would wish to 
give further thought. It was clear that the Cabinet accepted the 
need for a continuance of the incomes policy in a more logical and 
effective form; it was also clear that the policy must continue to be 
based on the underlying relationship between wages and productivity. 
There had also been general support for the idea of a national 
Commission on wages and salaries although he had taken note of 
the different views expressed on the precise scope of its powers and 
its responsibilities. In terms of presentation it would be important 
to get away from the concept of a struggle between the workers on 
the one hand and the employers on the other, which still determined 
so much of the existing negotiating or arbitration machinery. The 
facts to-day were quite different; it was not so much a question of the 
employers against the workers as of a combination of the employers 
and the workers in a particular industry jeopardising the prospects 
and ultimately the prosperity of the country as a whole. Another 
factor which had come out strongly in the CabinetS discussion had 
been the need to place more emphasis on efficiency. This might 
indeed be an important factor in future wage settlements. The 
creation of new wealth by improved methods of working or by the 
elimination of restrictive practices might be held to justify the award 
of special increases in wages. H e would now arrange for a more 
detailed study of the measures proposed in his memorandum by a 
small group of senior Ministers, and also for the preparation by 
officials of papers dealing with the re-statement of the " guiding light " 
and of the powers and responsibilities of the proposed Commission 
on wages and salaries. 

The Cabinet— 
(1) Took	 note that the Prime Minister would arrange, in the 

light of their discussion, for further study of the next stage 
of the Governments incomes policy by a small group of 
senior Ministers. 

(2) Took	 note that the Prime Minister would arrange for the 
preparation by officials of papers dealing with the 
re-statement of the "guiding l i gh t " and a further 
examination of the powers and responsibilities of a 
Commission on wages and salaries. 
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Cuba 
(Previous 
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C.C. (61) 22nd 
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1. The Foreign Secretary said that a national Government had 
been formed in Laos. The Soviet Foreign Minister had agreed that 
the Geneva Conference should now be re-convened with a view to 
providing an international framework for Laotian neutrality. It was 
to be hoped that, when the discussions were resumed, the Soviet 
Government would not seek to make it a condition of agreement 
that Western troops should be withdrawn from Thailand. 

2. The President of the Board of Trade said that the United 
States Government had sought the support of the other members of 
the North Atlantic Alliance for drastic measures to restrict trade 
with Cuba. It had become clear that most members of the Alliance 
would accept the continuance of the existing embargo on the supply 
of arms to Cuba but in other respects would not be prepared to go 
as far as the United States Government had originally proposed. 
The measures which they would be prepared to take had been set 
out in a report submitted to the Nor th Atlantic Council by the 
Committee of Political Advisers. This recommended that member 
countries should report to the Secretariat the amount of credit and 
credit guarantees given to Cuba; that member countries should keep 
their exports to Cuba under review so that the possibility of 
controlling the movement of strategic goods could be considered; 
and that, if there were signs that United States goods were being 
trans-shipped to Cuba on a significant scale, means of controlling 
such trans-shipment should be further studied. The continuance of 
the arms embargo would present no difficulty for the United 
Kingdom Government, but there seemed to be no great value in 
the other arrangements proposed and there was a danger that, if 
these were accepted, the Government would appear to be reversing 
their stated policy of not taking economic measures against Cuba. 
Moreover, acceptance of these arrangements might be used at a later 
stage as an argument in favour of more active measures such as the 
restriction of credit, the prohibition or restriction of the export of 
strategic goods and the prohibition of exports of goods containing 
United States components. With these considerations in mind, he 
suggested that the United Kingdom representative on the Nor th 
Atlantic Council should oppose the adoption of the report of the 
Committee of Political Advisers. 

The Foreign Secretary said that the members of the North 
Atlantic Alliance already reported to the Secretariat the grant of 
credits to countries of the Communist bloc and he saw no great 
objection to extending this system to Cuba. The United States 
Government felt strongly about Cuba and, since the measures 
recommended were not in themselves important, he would prefer 
that we should not oppose them. He had already informed the 
United States Secretary of State that the United Kingdom 
Government were doubtful about the efficacy of a general policy of 
applying economic sanctions to Communist countries; but he would 
prefer to pursue that argument as a general problem of policy than 
to adopt a position on Cuba which would not have the support of 
the other members of the Alliance. 

Discussion showed that the balance of opinion in the Cabinet 
was in favour of accepting the recommendations now before the 
North Atlantic Council. At the same time the United States 
Government should be left in no doubt that in accepting these 
recommendations on Cuba the United Kingdom Government were 
not acquiescing in the view of the United States Administration 
about the undesirability of trading with Communist countries. We 
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Europe 
(Previous 
Reference: 
C.C. (62) 30th 
Conclusions, 
Minute 1) 

should affirm our belief that measures to restrain trade with Com
munist countries would have the effect of exacerbating relations 
between East and West and driving the Communist countries to 
make themselves more self-sufficient. This opportunity should also 
be taken to urge the United States Government to show, in the 
application of their trade policies, more consideration for legitimate 
British interests. 

The Cabinet— 
(1) Invited	 the Foreign Secretary to inform the United States 

Secretary of State that the United Kingdom Government, 
while prepared to concur in the recommendations about 
trade with Cuba which were before the Nor th Atlantic 
Council, would shortly make general representations to 
the United States Administration about trading policies. 

(2) Invited	 the Foreign Secretary, in consultation with the 
Minister without Portfolio, the Minister of Aviation and 
the President of the Board of Trade, to prepare for the 
Prime Minister's approval draft messages to the United 
States Government on (i) the advantages of continuing 
trade with Communist countries and (ii) the effect of 
United States trade policies on the interests of important 
industries in the United Kingdom. 

*3. The Lord Privy Seal informed the Cabinet that the next 
round of Ministerial discussions on the United Kingdom's 
application to join the European Economic Community would start 
in Brussels on 27th June. This would concentrate on four main 
subjects, temperate foodstuffs, the problems of the Asian Common
wealth countries, the association of under-developed or dependent 
Commonwealth territories with the Common Market, and domestic 
agriculture. 

On temperate foodstuffs from the developed countries of the 
Commonwealth, which was perhaps the most critical problem, little 
real progress had as yet been made, although the pattern of a 
possible solution was beginning to emerge. It would be unrealistic 
to expect that Ministers could reach at this next meeting any 
substantial measure of agreement; it would be their object to take 
agreement on principles to the stage at which further constructive 
work could be undertaken by the Committee of Deputies. 

On India, Pakistan and Ceylon it might now be possible to reach 
agreement on the steps by which the common external tariff of the 
Community would be extended to textiles, with special arrangements 
for review in the event of serious disruption of trade. I t was hoped 
to negotiate a nil tariff for tea, which would be an important gain. 
For manufactured goods the arrangements envisaged a gradual 
reduction of preferences over an agreed period. These provisions 
did not apply to Hong Kong, for which special arrangements would 
have to be made. Although it was unlikely that any arrangements 
which	 might finally be concluded for textiles would meet Indian 
anxieties in full, further delay would probably make the situation 
worse; for British textile manufacturers were already urging on their 
continental colleagues the importance of imposing the full external 
tariff of the Community on imports from Asian countries as soon 
as we joined it, and pressure from this source would increase. 

On the association of dependent and under-developed 
Commonwealth countries little formal progress had been made. The 
six existing members of the Community had, however, now reached 
agreement among themselves on the trade and financial arrangements 
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to be offered to the existing associated territories after the expiry of 
the present Convention at the end of 1962, although they were still 
considering institutional arrangements. I t might be possible at the 
Ministerial session to reach a broad understanding about the way in 
which association would be extended to Commonwealth countries. 
It was a hopeful sign that the Six had agreed that existing associated 
countries of the Community should not have the right to veto any 
arrangements proposed for the association of other territories. It 
was indeed possible that more difficulty would be caused by the 
attitude of some of the British territories themselves, particularly 
Ghana, than by the existing members of the Community and their 
own associated territories. 

On domestic agriculture progress had been slow. The Six had 
now accepted the idea of an annual review and work on this v/ould 
now be accelerated. While they would be unlikely to accept a 
unilateral right on our part to supplement farmers' incomes in the 
event of their relative decline, they would probably agree to some 
more general form of " residual insurance". The problems of 
individual commodities still remained to be dealt with, as did the 
length of the transitional period and the use of direct grants. 

On present indications the negotiations were likely to continue 
into August. 

The Minister of Agriculture said that in respect of agriculture 
there were four main difficulties to be faced. The first was the length 
of the transitional period. We had hoped for a period of from 
10 to 15 years, but the Six were unwilling to concede more than 
1\ years which might in practice amount to no more than 6^ years. 
Moreover, even in the transitional period it was not clear that we 
should have a free hand to make whatever special arrangements 
might be necessary. Secondly, although the principle of an annual 
review had been accepted, it was not yet clear that the results of the 
annual review would be used as the basis of executive action. In 
our view the annual review should be used as a guide to levels of 
prices and production, as well as for the control of exports. The 
Community already dealt with cereals and sugar on this basis, but 
had not accepted it for other important commodities. Thirdly, the 
question of direct grants would give rise to considerable difficulty. 
These now amounted to about £100 million of the total bill for 
agricultural subsidies of some £350 million. Fourthly, as the Six 
had not yet settled their own policy for some important products, 
e.g., milk, it would be impossible for us to enter into negotiation 
with them on these matters for the time being. Negotiations on milk 
would have to be held over at least until November and possibly 
until later. This meant that the proposals to be put to the Meeting 
of Commonwealth Prime Ministers in September would be 
incomplete. 

In general the Minister of Agriculture said that he believed that 
arrangements could be negotiated which would include reasonable 
assurances for the British farmer. It was, however, unlikely that 
the farming community would see them in this light. 

The Commonwealth Secretary said that negotiation on the 
problems of the Asian countries would reach a critical stage in the 
next few days. The fact that the prosperity of these countries 
depended on so narrow a range of exports, particularly textiles, made 
them understandably sensitive about the current negotiations. It 
would be important to ensure that the arrangements for reviewing 
the effect of the application of the common external tariff and for 
taking remedial action were effective and could be put into operation 
quickly. It would also be helpful to link any final announcement 
about the arrangements for textiles with the announcement that a 
nil tariff had been negotiated for tea. 



The Colonial Secretary said that, if the problem of Hong Kong 
could be solved and if satisfactory arrangements for sugar could be 
made, the prospects for the remaining British Colonial territories 
were encouraging. He was, however, concerned lest in the longer 
term Commonwealth countries would be aligned with all other 
countries outside the Community, with the result that the arrange
ments for t rade with the developed countries of the Commonwealth 
or with British territories which had not achieved associated status 
within the Community would be no different from those applying to 
the United States or Japan. This seemed to him to have important 
political implications. 

The Lord Privy Seal said that it was true that the Six were 
already taking the line that after 1970 the developed countries of the 
Commonwealth, i.e., those without associate status, should be 
treated on the same basis as any other third country. It was difficult 
to contest this in the form in which it had been presented. But he 
hoped that in the event the Community might recognise three 
categories of country; those in the Community, whether as full 
members or associates, those with whom the countries of the 
Community had special relations, and third countries. If such a 
classification were accepted it might be possible, even in the longer 
term, to continue some special arrangements for the Commonwealth. 
Algeria might be helpful to us in this context, since the French would 
certainly want to negotiate special arrangements within the 
Community for an independent Algeria. 

The Cabinet— 
Took note of this statement by the Lord Privy Seal and of 
the points made in the discussion. 

Canada 4. The Chancellor of the Exchequer said that, in accordance 
Economic with the Cabinefs decision of 22nd June, the United Kingdom had 
Situation joined with France, Germany and the United States in arrangements 
(Previous for supporting the Canadian dollar. As part of an interim 
Reference: arrangement 100 million United States dollars had been contributed 
C.C. (62) 41st by the United Kingdom to the Bank of Canada. This advance 
Conclusions, would be repayable in three months. The published figures of 
M m u t e 3) United Kingdom reserves would not be affected. Advances had also 

been made on a longer term basis under the auspices of the 
International Monetary Fund. The United Kingdom share of these 
advances ($100 million in sterling) would count towards repayment 
of the advances obtained from the Fund in July 1961. The Canadian 
authorities were expected to ask that the sterling should be converted 
into United States dollars; and this would be advantageous in 
reducing our holding of United States dollars. 

The emergency measures announced by the Canadian 
Government resembled those which had been taken in the United 
Kingdom in 1961, but they would have a greater tendency to restrict 
the flow of international t rade; and since they could not do much to 
check the out-flow of capital, which was the main cause of the 
economic disequilibrium in Canada, it was doubtful whether the 
Canadian dollar could yet be regarded as out of danger. There had 
not so far been any pressure for a statement in Parliament about 
the situation in Canada and there would be no advantage in 
volunteering such a statement. 

The Cabinet— 
Took note of this statement by the Chancellor of the 
Exchequer. 

Cabinet Office, S.W.1, 

26th June, 1962. 
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Parliament 

Broadcasting 
Policy 
(Previous 
Reference: 
CC. (62) 40th 
Conclusions, 
Minute 6) 

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

2. The Cabinet had before them a note by the Home Secretary 
(C. (62) 102) covering the draft of a White Paper setting out the interim 
views of the Government on the Report of the Committee on 
Broadcasting (the Pilkington Report). They also had before them 
a memorandum by the Chief Secretary, Treasury (C. (62) 103) on 
means of financing possible developments in the services of the British 
Broadcasting Corporation (B.B.C.). 

The Home Secretary said that, in accordance with the Cabinet's 
conclusion of 8th June, the Committee on Broadcasting and Television 
had considered the draft of a White Paper dealing with certain 
technical matters raised in the Pilkington Report. The Committee 
had thought that a White Paper should be presented early in July; 
that its scope should not be limited to technical matters; that it should 
include a statement that the Government would wait to see how 
public opinion reacted before giving their own views on the structural 
changes in independent television recommended in the Repor t ; and 
that there would be no need for a separate statement of the 
Government^ position on these proposals at this stage. These views 
were reflected in the draft which had been circulated under cover of 
C. (62) 102. 

In discussion there was general agreement that the tone of the 
Pilkington Report was intemperate and that its criticisms of the 
quality of television programmes showed some bias against the 
Independent Television Authority (I.T.A.). It did not sufficiently 
acknowledge that some of its criticisms, particularly of triviality and 
violence in many programmes, applied at least as much to the 
programmes of the B.B.C. as to those of the I.T.A. Some Ministers 
felt that there was, nevertheless, much substance in the criticisms and 
that it would be a mistake to brush aside the main conclusions reached 
in the Report, even if its proposals for a reconstituted I.T.A. could be 
shown to be unworkable. Many people, it was suggested, disliked 
watching, or allowing their children to watch, programmes of poor 
quality and would expect the Government to take measures to remedy 
the defects which the Report attributed to the association between 
the provision of entertainment and the making of profits from the 
sale of advertising time. Educationists, in particular, would support 
the Pilkington Committee in insisting that moral values and behaviour 
were affected by television and that the broadcasting authorities 
should acknowledge a responsibility to ensure that standards were 
not debased. 

In further discussion the following points were raised: 
(a) The Government should take an early opportunity to 

announce in a White Paper their conclusions on technical points 
affecting television transmissions—the use of the Ultra High 
Frequency (U.H.F.) bands, the adoption of the 625-line standard of 
definition and the introduction of programmes in colour. Although 
there was no immediate need to deal with a number of the other 
matters covered by the draft White Paper, and although the 
Governments reservations about changes in the structure of 
independent television could be made in a statement in Parliament, 
it would on balance be better to cover all these matters in the White 
Paper. In particular, it should be stated that additional programmes 
would be authorised, since viewers would not buy new sets capable 
of receiving U.H.F. transmissions on 625 lines unless it could be 
shown that they would, by doing so, obtain access to new material. 
The Governments supporters would, in general, be likely to welcome 
an early announcement of decisions on as many points as possible. 
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C C . 43 (62) 

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

2. The Cabinet had before them a note by the Home Secretary 
(C. (62) 102) covering the draft of a White Paper setting out the interim 
views of the Government on the Report of the Committee on 
Broadcasting (the Pilkington Report). They also had before them 
a memorandum by the Chief Secretary, Treasury (C. (62) 103) on 
means of financing possible developments in the services of the British 
Broadcasting Corporation (B.B.C.). 

The Home Secretary said that, in accordance with the Cabinets 
conclusion of 8th June, the Committee on Broadcasting and Television 
had considered the draft of a White Paper dealing with certain 
technical matters raised in the Pilkington Report. The Committee 
had thought that a White Paper should be presented early in July; 
that its scope should not be limited to technical matters; that it should 
include a statement that the Government would wait to see how 
public opinion reacted before giving their own views on the structural 
changes in independent television recommended in the Repor t ; and 
that there would be no need for a separate statement of the 
Governments position on these proposals at this stage. These views 
were reflected in the draft which had been circulated under cover of 
C. (62) 102. 

In discussion there was general agreement that the tone of the 
Pilkington Report was intemperate and that its criticisms of the 
quality of television programmes showed some bias against the 
Independent Television Authority (I.T.A.). It did not sufficiently 
acknowledge that some of its criticisms, particularly of triviality and 
violence in many programmes, applied at least as much to the 
programmes of the B.B.C. as to those of the I.T.A. Some Ministers 
felt that there was, nevertheless, much substance in the criticisms and 
that it would be a mistake to brush aside the main conclusions reached 
in the Report, even if its proposals for a reconstituted I.T.A. could be 
shown to be unworkable. Many people, it was suggested, disliked 
watching, or allowing their children to watch, programmes of poor 
quality and would expect the Government to take measures to remedy 
the defects which the Report attributed to the association between 
the provision of entertainment and the making of profits from the 
sale of advertising time. Educationists, in particular, would support 
the Pilkington Committee in insisting that moral values and behaviour 
were affected by television and that the broadcasting authorities 
should acknowledge a responsibility to ensure that standards were 
not debased. 

In further discussion the following points were raised: 
(a) The Government should take an early opportunity to 

announce in a White Paper their conclusions on technical points 
affecting television transmissions—the use of the Ultra High 
Frequency (U.H.F.) bands, the adoption of the 625-line standard of 
definition and the introduction of programmes in colour. Although 
there was no immediate need to deal with a number of the other 
matters covered by the draft White Paper, and although the 
Governments reservations about changes in the structure of 
independent television could be made in a statement in Parliament, 
it would on balance be better to cover all these matters in the White 
Paper. In particular, it should be stated that additional programmes 
would be authorised, since viewers would not buy new sets capable 
of receiving U.H.F. transmissions on 625 lines unless it could be 
shown that they would, by doing so, obtain access to new material. 
The Governments supporters would, in general, be likely to welcome 
an early announcement of decisions on as many points as possible. 
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(b) N o harm would be done by saying in the White Paper that 
an additional television programme would be authorised for the 
B.B.C., so long as it was made clear that a second programme of 
independent television would also be authorised in due course. 

(c) The proposals in the Report about the future structure and 
responsibilities of the I.T.A. would probably be shown by public 
debate to be unworkable. At this stage, therefore, it would be 
inexpedient to give more than a general warning that there were 
difficulties to be considered. Any show of irritation at the tone of 
the Report should be avoided. 

(d) Pay-television would have particular attractions for those 
who wished to make their own choice of programmes. The references 
to this subject in the White Paper should indicate that the Government 
did not at present feel able to accept the conclusion that schemes for 
pay-television should be given no encouragement; but attention 
should be drawn to the importance of the difference between 
transmission by wire and by radio. 

(e) The Chief Secretary, Treasury, said that the Pilkington Report 
recommended that ihe B.B.C. should be financed solely from licence 
revenue, but paragraph 61 of the draft White Paper hinted that some 
of the necessary money might be provided by other means. He 
suggested that there was nothing to be gained by drawing attention to 
other possible ways of financing the B.B.C.; it was desirable to make 
it clear that, if more programmes were wanted, the cost would have 
to be met from licence revenue. If it were not thought right to accept 
the Pilkington recommendation as it stood, the White Paper should 
say nothing about it. 

The general view of the Cabinet was that it would be unwise at 
this stage to refer to the possibility either of a substantially increased 
licence fee or of other means to finance the B.B.C. Further 
consideration would have to be given to this question, and it would 
be inadvisable to include reference to it in the White Paper. 

(/) The draft should be amended in the light of the Cab ine t s 
discussion and a revised version should be considered by the 
Committee on Broadcasting and Television. Subject to approval by 
that Committee, the White Paper should be presented to Parliament 
during the following week. 

The Cabinet— 
(1) Invited the Home Secretary to arrange for the Committee	 on 

Broadcasting and Television to consider, in the light of 
the Cabine ts discussion, an amended version of the draft 
White Paper annexed to C. (62) 102. 

(2) Subject	 to approval of the revised draft by the Committee 
on Broadcasting and Television, authorised the 
Postmaster-General to present the White Paper to 
Parliament in the following week. 

3. The Cabinet had before them a memorandum by the H o m e 
Secretary (C. (62) 100) seeking the Cabinets approval of his proposal 
to suggest to the Leader of the Malawi Congress Party, Dr. Banda, 
that a constitutional conference should be held in the autumn to 
discuss the grant of a substantial measure of self-government to 
Nyasaland. 

The Home Secretary said that the Malawi Ministers in Nyasaland 
under the leadership of Dr. Banda were in firm political control of the 
country and had recently shown a willingness to discuss its future 
development on a constructive basis. In order to preserve this 



willingness to co-operate, it would be necessary to make certain 
concessions. Br . Banda's real object was the attainment of 
independence for Nyasaland and a necessary first step to this would 
be its secession from the Federation. Dr. Banda was accordingly 
pressing for an early statement by the United Kingdom Government 
recognising Nyasaland's right to secede. He would like this to be 
accompanied or followed by a statement promising the grant of full 
independence at an early date. A statement foreshadowing secession, 
if made at the present stage, would have damaging repercussions on 
the forthcoming elections in Northern Rhodesia and should for this 
reason be delayed until after those elections had been held. A 
statement foreshadowing independence would have to be deferred 
for some time because of its effect on the Federation itself and on 
Southern Rhodesia. There would be great difficulties in conceding 
independence to the Federation or to Southern Rhodesia at the 
moment. It would not be right to promise independence to 
Nyasaland while continuing to withhold it from the Federation and 
from Southern Rhodesia, which on grounds of responsibility and 
importance had a much better claim to it. The best prospect of 
reaching a compromise with Dr. Banda about independence and 
persuading him to accept some postponement of a statement on 
secession would be to promise him at an early date a substantial 
measure of self-government and to undertake to review the question 
of independence after a self-governing constitution had been 
introduced and had had a chance to prove itself. 

The Home Secretary said that for these reasons he hoped that the 
Cabinet would authorise him to offer Dr. Banda a constitutional 
conference later in the year. He had warned both the Federal Prime 
Minister and the Prime Minister of Southern Rhodesia that this would 
be a likely development and that he himself supported it. 

In discussion the following points were made : 
(a) In the forthcoming negotiations with Dr. Banda secession 

was likely to be a more important issue than independence because 
of the strength of his antipathy to the present Federal Government. 
If a suitable formula could be found to meet his views on secession 
it was probable that independence would become a less live political 
issue and that he would be prepared to consider in a more favourable 
light the possibility of some continued economic association between 
Nyasaland and the other territories of the present Federation. It 
would be particularly difficult to refuse to agree in principle to 
Nyasaland's right to secede because of the precedents for secession 
which had recently been created in the West Indies. 

(b) In the wider review which would shortly be undertaken of 
the future of the Federation as a whole, it would be a main objective 
to retain a close association between Northern and Southern 
Rhodesia. This would be difficult and might prove to be impossible. 
The best hope of success would be to allow time for full consideration 
of the complex issues involved and for public recognition of the 
advantages of such a continuing association. 

(c) In relation to Southern Rhodesia the issue of independence 
would be largely resolved if the Federation were dissolved. This 
might have the effect of intensifying pressure from Dr. Banda for 
independence for Nyasaland. He would not be likely to be swayed 
by the economic arguments, strong as they were. But the British 
subvention to the economy of Nyasaland was very large; and a point 
might be reached, if Dr. Banda were uncooperat ive, at which there 
would be a strong public reaction in this country against the 
continuance of aid on so large a scale. 

(d) There was a difference of view on the legal right of the United 
Kingdom Government to dissolve the Federation. This point was 
under examination by the Law Officers, whose considered opinion 
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would in due course be transmitted to the Federal Government. It 
was, however, to be hoped that this issue would not fall to be settled 
on the basis of legal argument but by mutual agreement. 

(e) Great importance would attach to the work which the Special 
Advisers would shortly be undertaking into possible future forms of 
association between the member territories of the present Federation. 
The Home Secretary said that it had now been agreed that the team 
of Advisers should be led by Sir Roger Stevens; and he would be 
announcing the composition of the team in a statement in Parliament 
that afternoon. 

The	 Cabinet— 
Authorised the Home Secretary during his forthcoming talks 
with Dr. Banda to offer a constitutional conference in the 
autumn to discuss the grant of a substantial measure of 
self-government to Nyasaland. 

4. The Foreign Secretary recalled that at their previous 
discussion the Cabinet had considered the possibility of making a loan 
of $12 million to the Egyptian Government, of which $3 million 
would be withheld for the payment of transfers at present outstanding 
and $9 million would be available to finance imports from the United 
Kingdom; the Egyptian Government for their part would have 
undertaken to pay the equivalent of $5 million in stages to meet 
further transfers; $2 million in October 1963, $2 million in October 
1964, and SI million in October 1965. After the Cabinets discussion 
he had discussed with the Ministers concerned two alternative ways 
of proceeding; under the first, the loan would in the first instance be 
restricted to $6 million, the Egyptians for their part undertaking to 
make an immediate payment of $3 million to meet outstanding 
transfers, and a further $6 million would be provided by the United 
Kingdom in the two subsequent years. The disadvantage of this 
proposal from the Egyptian point of view was that it would make 
only $3 million available to help with their short-term balance of 
payments problem. It was not therefore likely to have the effect of 
improving Anglo-Egyptian relations. The second alternative was for 
a loan of $12 million, of which $4 million rather than $3 million would 
be held back at the first stage for the payment of outstanding transfers; 
the Egyptian Government would then undertake to make two further 
payments of $2 million each to meet the balance of the claims. H.M. 
Ambassador in Cairo, who had been consulted, had given it as his 
view that under this proposal the Egyptians might seek to defer their 
payment of the first $2 million until 1964. 

The Foreign Secretary said that in his view the choice before 
the Cabinet lay between a loan of $12 million, of which $3 million 
would be held back in the first instance, with subsequent payments 
by the Egyptian Government in 1963, 1964 and 1965 to make up the 
total of $8 million needed to meet outstanding claims; and a loan of 
$12 million, of which $4 million would be held back in the first 
instance, in which case the Egyptian Government might delay 
payment of the remaining $4 million until 1964 and 1965. 

In discussion the following points were made : 
(a) While any loan to the Egyptian Government would be likely 

to cause difficulty in presentation and would give rise to controversy, 
particularly in the House of Lords, neither the difficulty nor the degree 
of controversy would be materially affected by the comparatively 
small difference between the two proposals. On either basis there 
would be considerable relief at the prospect of a final settlement of 
the outstanding claims by British subjects against the Egyptian 
Government. 

(h) The best solution would be a loan of $12 million, of which 
$4 million would be held back in the first instance and further 
payments of $2 million each would be made by the Egyptian 



Government in 1963 and 1964. If this could not be negotiated, the 
balance of advantage would lie in proposing a loan of $12 million, 
of which only $3 million would be held back in the first instance, but 
under which the first subsequent payment of $2 million by the 
Egyptian Government would be made in 1963. To delay any further 
payment by Egypt until 1964 would be likely to cause more criticism 
than the difference of $ 1 million between the sums to be held back in 
the first instance. 

(c) It was now necessary to take a very early decision, since loans 
to Egypt by the Italian and German Governments were likely to be 
concluded within the next week or so. The Italian Government 
would probably make a loan of $12 million, and the German 
Government rather more. 

The Cabinet— 
(1) Authorised	 the Foreign Secretary to instruct H.M. 

Ambassador in Cairo to propose to the Egyptian 
Government a loan of $12 million, of which $4 million 
would be retained to meet outstanding transfers, and the 
Egyptian Government would for their part undertake to 
make further payments of $2 million in 1963 and 1964 
respectively. 

(2) Agreed	 that, if the Egyptian Government could not be 
brought to accept this proposal, H.M. Ambassador in 
Cairo should be authorised to offer a loan of $12 million, 
of which only $3 million would be retained in the first 
instance and the Egyptian Government would undertake 
to make further payments of $2 million in 1963, $2 million 
in 1964 and $1 million in 1965. 

5. At the Prime Minis ters request the Chancellor of the 
Exchequer made a report on the economic situation. 

The Chancellor of the Exchequer said that he saw n o reason 
to modify appreciably the forecasts for 1962-63 which had been made 
before the Budget. He still expected a rise in production of 4 per 
cent, over the year: for the three months from February to April 
the index of production had risen by two points compared with the 
preceding three months, and the figures for May and June were likely 
to show a further improvement. This recovery of production was 
likely to be assisted by the resumption of stocking by manufacturers 
and by a decline in the cost of living, which would lead to increased 
expenditure on durable consumer goods. Demand would also be 
stimulated by the relaxation of hire purchase restrictions. On the 
other side, there might be some fall in manufacturing investment, 
because of surplus capacity; but this represented only about a quarter 
of total private investment, and the forecasts still showed no 
appreciable reduction in total private investment in the current 
year. International factors seemed unlikely to affect this picture 
substantially. N o actual down-turn in the United States economy 
was likely within the next six months though there would be a check 
to its expansion; and there was no reason to think that any recession 
in the United States would be allowed to reach unmanageable 
proportions. Moreover, in Europe production was rising again. 
Therefore, although there might be some fall in our exports to North 
America in 1963, the latest foresast was that total exports in the year 
would be higher than in 1962. In the engineering industry export 
orders were now above the high level reached in the early months of 
1961; and, even in the shipbuilding industry, export orders were 
higher in the past six months than at any time since 1957. For steel 
also, new export orders were higher in the first quarter of 1962 than 
in the corresponding period of I960 or 1961. 
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The Chancellor of the Exchequer said that in these circumstances 
he thought it unnecessary to contemplate any further Government 
action to stimulate expansion, in addition to the steps already taken 
on Bank Rate, special deposits and hire purchase. Other forces 
making for expansion were still strong. Public investment was rising 
faster than had been forecast; exports were growing satisfactorily; 
and personal consumption was likely to rise as prices dropped and the 
concessions on hire purchase produced their full effect. Further 
Government action at this stage might produce a situation in which 
restrictions would have to be re-imposed in 1963. 

In discussion the following points were raised: 
(a) Although the general economic situation might be improving, 

the special difficulties of particular areas were becoming more acute. 
In Scotland and the north of England these difficulties would be 
accentuated by the measures about to be taken for increasing 
efficiency in the mines, the railways and the docks. These would 
involve the discharge of substantial numbers of workers over the 
years ahead. It was important that, when these measures were 
announced, the Government should be able to show that they had 
effective plans for absorbing the displaced labour in other 
employment. More generally, there would be need for an effective 
long-term policy for dealing with the drift of population towards the 
Midlands and the south-east of England. 

(b) Some Ministers expressed concern about the general 
economic effects of the recent fall in industrial share prices, in London 
and New York. This stemmed originally from a lack of confidence 
in industry, and it would itself create a further loss of confidence. 
This was likely to create an atmosphere which would discourage 
economic expansion, and this would spread to other countries. There 
were already indications that in Germany and Japan, as well as in the 
United States, action would be taken which would have the effect of 
restricting international trade. A general economic recession would 
undermine the stability of the Western world. 

The Prime Minister, summing up the discussion, said that he was 
seriously concerned about the international economic situation. If 
each of the main trading nations was left to take, in isolation, the 
measures which seemed necessary to protect its own position, there 
would be a downward spiral movement in international trade. On 
the other hand, any spectacular international action to avert this 
might have the effect of increasing the loss of confidence which had 
been a main factor in producing the existing situation. His own view 
was that the world's credit structure was inadequate to support the 
existing volume of international trade. This position had been 
masked, since the end of the war, by the vast outpouring of the 
reserves accumulated by the United States. But, now that the United 
States economy was itself in difficulties, the dangers of the situation 
were being revealed. This problem seemed to him to require further 
consideration. 

The	 Cabinet— 
Took note of the statement by the Chancellor of the 
Exchequer and agreed to resume their discussion at a further 
meeting. 

6. The Prime Minister said that the Cabinet would be sorry to 
hear that Sir Winston Churchill, who had been spending a brief 
holiday in Monte Carlo, had fallen and fractured a bone in his hip. 

The Cabinet asked the Prime Minister to arrange for a message 
to be sent to Sir Winston Churchill on their behalf, expressing their 
concern at his accident and their good wishes for his recovery. 
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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 Lord President said that it would be difficult to avoid an 
early debate in the House of Lords on the Report of the Committee 
on Broadcasting. This could be held either on a Motion already 
tabled by Lord Morrison of Lambeth calling attention to the Report , 
or on a Government Motion seeking approval of the Governments 
White Paper. After discussion it was agreed that the second of these 
alternatives was to be preferred. 

2. The Home Secretary said that he had been able to persuade 
Dr. Banda that the constitutional conference on Nyasaland should 
be deferred until November, and that no statement on secession 
should be made for the time being. This was a satisfactory outcome, 
as it meant that the elections in Northern Rhodesia would be over 
before the conference on the future of Nyasaland began. During 
his stay in London Dr. Banda had made little impact on public 
opinion and he was now on his way back to Nyasaland. 

The Cabinet— 
Took note of this statement. 

3. The Cabinet were informed that in Algeria the provisional 
Executive had assumed the powers of a provisional Government, 
but members of the earlier Government had now returned from 
Tunisia and the two bodies were likely to merge into a single 
Government under the leadership of Ben Khedda. The Soviet 
Government had already recognised Ben Khedda as the Head of 
the new Algerian Government; but we, with the knowledge of the 
French Government, were withholding entry into formal relations 
until the political position had clarified. 

The Cabinet were informed that discussions on Laos were now 
proceeding in Geneva. Representatives of Thailand were taking 
part in these discussions. Two questions were proving difficult—
first, the relations of Laos with the South-East Asia Treaty 
Organisation and, secondly, the integration of the military forces in 
Laos. The Laotians were claiming that this second question was a 
matter of internal jurisdiction, but other parties to the Conference 
considered it to be of international concern. 

4. The Colonial Secretary said that the Commission appointed 
to enquire into the disturbances in British Guiana in February 1962 
were not now expected to submit their report before August. He 
h a d informed the Premier, Dr. Jagan, that in these circumstances 
he must postpone the Conference on further constitutional 
development in British Guiana, which was to have been held in July, 
and that he now proposed to hold this as soon as practicable after 
the Meeting of Commonwealth Prime Ministers in September. Dr. 



Jagan had taken offence at this postponement, and it was possible 
that he might try to get the United Nations to invite the Committee 
of Thirteen to make an independent investigation into conditions 
in British Guiana. It was to be hoped that, in this event, the Uni ted 
States Government would support us in opposing any such resolution 
in the United Nations. 

The Lord Privy Seal said that he would convey a suitable warning 
about this to the Acting Secretary-General of the United Nations, 
who was at present in London. 

Europe 5. The Lord Privy Seal said that further Ministerial meetings 
C o m m o n had been held in Brussels on the conditions for the United Kingdom's 
Marke t entry into the European Economic Community (E.E.C.) and the 
Negotiat ions European Atomic Energy Community (EURATOM). On the 
(Previous E.E.C. negotiations there had been a period of intensive work and 
Reference: hard bargaining. Some progress had been made, but it was not now 
C.C. (62) 42nd to be expected that the negotiations could be brought to a conclusion 
Conclusions, before Parliament rose for the summer recess. The main source 
Minute 3) f difficulty was still the attitude of the French Government ; they 0 

had refrained from entering into substantive discussion of their 
objections at meetings at which the United Kingdom had been 
represented but had been active in pressing them on other member 
countries at meetings of the Six. A high proportion of the obstacles 
which we were still meeting could be attributed to French initiatives. 

The French had placed a total reservation on the proposals for 
dealing with textile imports from India, Pakistan and Ceylon, which 
had at an earlier stage given promise of agreement apart from one 
or two points on which Mr. Desai, the Indian Finance Minister, would 
have had an opportunity for comment and representation. In the 
light of the French attitude, which was due to pressure from the 
French textile lobby and indirectly to the current activities of the 
British textile lobby on the Continent, it had been necessary to 
defer discussion to a later meeting. There had been no progress on 
domestic agriculture, again because of the atti tude of the French. 
This was now due to be discussed at a three-day meeting from 
18th to 20th July. N o progress had been made with the major 
commodities for which we were seeking to negotiate nil tariffs, 
although one or two of the smaller items had been agreed. 

Encouraging progress had, however, been made on temperate 
foodstuffs from the developed countries of the Commonwealth. It 
had now been agreed that the transitional period should continue 
up to 1970, and it was accepted that, if by 1970 no world-wide 
agreements for a particular commodity had been negotiated, it 
would be necessary to devise continuing arrangements for the 
Commonwealth countries, to be negotiated in each case with the 
countries concerned. We had not committed ourselves to accept 
French ideas on the nature of world-wide commodity agreements. 
The existing members of E.E.C. had also said that they would be 
prepared so to operate their price and production schedules as to 
give reasonable access to Commonwealth foodstuffs. They had 
been asked for details of the machinery proposed to achieve this. 

On the association of the dependent or under-developed countries 
of the Commonwealth it had been accepted that there should be no 
discrimination between existing associated territories and those to 
be associated in future. It had also been agreed that existing 
associates should have no right of veto on the admission of new 
associates. After argument it had been agreed that detailed discussion 
on the particular Commonwealth territories concerned should be 
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handled on an informal basis and directly between Ministers. The 
two main difficulties were likely to be with Ghana and with the 
Federation of Rhodesia and Nyasaland. President de Gaulle was 
concerned at the possible disruptive influence of Ghana on the French 
African territories, but his anxiety did not seem to be shared by the 
other European countries or by the French territories themselves. 
The anxieties of the present associated territories were related rather 
to the Federation, for political and racial reasons. N o decisions had 
yet been reached. 

On E U R A T O M reasonable progress had been made. The 
discussion at the recent meeting had centred on the arrangements, 
financial and otherwise, which would be needed when the United 
Kingdom became a part-owner of the existing E U R A T O M 
installations. 

In discussion the following points were m a d e : 

(a) There had been a noticeable swing in public opinion in this 
country against United Kingdom membership of the Common 
Market. There had always been a body of opinion, particularly 
among farmers, which held that the advantages of membership must 
be doubtful until the conditions of entry were known; but more 
recently this had been replaced by a feeling, no doubt inspired by 
propaganda in the anti-Common Market newspapers and magazines, 
that it would be wrong in principle for the United Kingdom to join 
the Common Market on any conditions. U p to now anxiety had 
centred on the effect on Commonwealth trade. But in the long run 
anxieties about the effect on our domestic agriculture might be 
even more important. It was among the farmers that the propaganda 
against the Common Market seemed to be having most effect. It 
was significant that for the first time since the negotiations had 
started the President of the National Farmers Union was about to 
make a statement, which would be widely circulated, condemning 
in general terms the idea of British membership and paying no more 
than lip service to the fact that the issue would remain open until 
the precise conditions of our entry were known. 

(b) Some apprehensions were also beginning to be expressed 
on religious grounds. It was being represented by some non-
Conformist groups that the Common Market would involve a close 
association between a Protestant United Kingdom and a largely 
Catholic Europe. It would not be easy to deal with such allegations 
in public without risk of inflaming controversy in quarters where 
sectarian feeling was still strong. 

(c) I t would be necessary for the Government to undertake as 
soon as practicable a campaign to present membership of the 
Common Market in a fairer light. This emphasised the importance 
of bringing the current negotiations to a conclusion.as soon as possible. 

(d) It might be of advantage if an early statement could be 
made about the legal consequences of our joining the Common 
Market. These had now been studied in detail and presented less 
difficulty than had been thought. An authoritative statement at an 
early stage might restore a sense of proportion on this aspect of the 
problem. 

The Cabinet— 
(1) Took	 note of this statement by the Lord Privy Seal and of 

the points made in their discussion. 
(2) Invited	 the Lord Chancellor to consider further with the 

Ministers concerned the desirability of making an early 
statement on the legal implications of United Kingdom 
membership of the Common Market. 

A 3 



6. The Cabinet had before them a memorandum by the Colonial 
Secretary (C. (62) 101) outlining a programme for the settlement of 
Africans on land to be purchased from Europeans in Kenya. 

The Colonial Secretary said that he had discussed this scheme 
with the Chief Secretary, Treasury. He proposed that over the next 
five years funds should be made available for the settlement of 
about 70,000 African families on 1 million acres of mixed farming 
land now owned by Europeans, and that the Government should 
indicate their willingness to participate in an extension of the scheme 
at the end of this period, subject to the fulfilment of certain conditions. 
The rate of settlement and the expenditure involved would be spread 
evenly over the five-year period. He hoped that arrangements could 
be made for existing schemes to continue and to be co-ordinated 
with the new scheme. The cost of buying and settling 1 million 
acres was estimated at about £16-55 million, of which £7-55 million 
would be grant and £9 million loan ; but the total amount of additional 
money required would be about £12-65 million, since funds for 
some existing schemes would be absorbed into this larger plan. 

The administrative resources of the Kenya authorities would 
be fully stretched by a scheme on the lines proposed and he did not 
think that anything on a larger scale would be practicable. The 
scheme would not resettle all the landless unemployed Africans 
and it would not affect more than about half of the mixed farming 
area owned by Europeans. It should, moreover, be recognised 
that the substitution of African for European farmers would involve 
some decline in the general standard of farming, with corresponding 
loss to the Kenya economy. But, if there were no scheme of this 
kind, large numbers of European farmers would abandon their 
farms and the local tribes would fight for possession of them. The 
scheme would also have the advantage of offering a means of dealing 
with the claims of some European farmers who might otherwise make 
a strong case for direct compensation from the United Kingdom 
Government. He sought authority to discuss the outline of the 
scheme with Kenya Ministers and to make an announcement about 
it during his forthcoming visit. Further discussions would then 
be held both with the Kenya Government and with the Treasury 
about the detailed arrangements for putting the scheme into effect. 

In discussion there was general agreement that it would be 
right to proceed with a scheme of this kind. It was not possible to 
estimate at this stage how many of the 3,000 European farmers at 
present in Kenya would wish to stay, but it was believed that a 
fair proportion would be encouraged to do so by the knowledge 
that this scheme would guarantee a reasonable market in land for 
at least five years. The scheme offered the best hope of avoiding in 
Kenya a situation comparable with that which had arisen in Algeria 
through the dissatisfaction of European settlers. Care should, 
however, be taken to ensure that the proposed announcement carried 
the concurrence of the Kenya Government and that it was presented, 
not as a scheme for rescuing European farmers, but as one to secure 
the orderly settlement of Africans. The Kenya Government should 
be left in no doubt that this commitment would be a first charge 
on the financial assistance to be provided by the United Kingdom 
Government for development purposes. 

The Cabinet— 

Approved the proposals outlined in C. (62) 101 for a scheme 
of land settlement in Kenya. 
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7. The Cabinet had before them a note by the Prime Minister 
CC, (62) 106) about the forthcoming negotiations with Tunku Abdul 
Rahman, the Malayan Prime Minister, on the Federation of Malaysia. 
Annexed to this was a memorandum analysing the Cobbold Report 
on the views of the peoples of the Borneo territories on the proposed 
Federation. 

The Prime Minister said that the early creation of a Federation 
of Malaysia would avoid the difficulties which would arise if Singapore 
were left to seek independence on its own. There seemed to be no 
other course which offered a reasonable prospect of maintaining 
stability in the area. It was clear from the Cobbold Report that 
the difficulties centred almost exclusively on the arrangements to 
cover the transitional period before the Borneo territories could 
assume responsibility for their own administration. It had seemed 
to Lord Cobbold that it would be necessary to maintain British staff 
in the territories during this transitional period, possibly under 
British Governors. 

The Prime Minister said that since his memorandum was 
circulated he had received a personal message from the Tunku 
expressing his unwillingness to negotiate on the basis of the Cobbold 
Report if the views of the British members of the Commission were 
to form the basis for the discussion. He seemed to be under the 
impression that the United Kingdom Government had inspired, or 
at least accepted, these views. The Prime Minister said that, in 
replying to the Tunku, he had pointed out that he was not in any 
way committed to those views and was prepared to discuss without 
prejudice or commitment any proposals which the Tunku might 
wish to put forward, and had urged upon him again the importance 
of coming to London at an early date. 

It was important that, if a Federation was established, the 
United Kingdom Government should not retain responsibility for 
the administration of the Borneo territories. We should then be 
answerable for events in those territories without having effective 
control over them. Both the Malayan and the British members of 
the Cobbold Commission had agreed that it would be necessary 
to retain British staff. But some means must be found of doing this 
without retaining constitutional responsibility for the territories. This 
problem would need further thought. The immediate question on 
which he now sought the views of the Cabinet was whether 
negotiations with the Tunku should be pursued with the aim of 
bringing a Federation of Malaysia into being at the earliest practicable 
date and agreeing on acceptable solutions of the transitional 
problems which would protect the interests of the peoples of the 
Borneo territories. 

In discussion it was pointed out that it would be difficult to 
overlook the specific commitments into which we had entered to 
safeguard the interests of the population of the Borneo territories, 
particularly Sarawak. It was hoped that any arrangements eventually 
agreed for the transitional period could be presented as being 
consistent with those undertakings. 

The Cabinet— 
(1) Endorsed	 the Prime Ministers proposal that negotiations 

should be urgently pursued with the Prime Minister of 
Malaya with the aim of bringing the Federation of 
Malaysia into being at the earliest practicable date and 
agreeing on acceptable solutions of the transitional 
problems which would protect the interests of the peoples 
of the Borneo territories. 

(2) Took	 note that the Prime Minister would press the Prime 
Minister of Malaya to come to London in the current 
month, as planned, to pursue these negotiations. 



8. The Chancellor of the Exchequer said that the record of the 
Cabine ts discussion of 28th June on the economic situation gave 
a misleading impression of his view of the economic prospects. 
While it was true that he had not thought it necessary that further 
measures should be taken at that date to stimulate expansion, he did 
not exclude the possibility that such measures might become 
necessary. Moreover, while it was true that exports were increasing, 
he was not satisfied with their rate of growth. 

The Lord Chance/lor said that he presumed that, even so, 
Ministers might continue to take credit for the increase in the volume 
of exports. 

The Chancellor of the Exchequer said that he had noted with 
satisfaction that the wage increase awarded in the engineering industry 
had not exceeded 3 per cent. 

The Cabinet— 
Took note of these statements. 

9. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (62) 104) describing the results of a 
reappraisal of the future of the coal industry, and a note by the 
President of the Board of Trade (C. (62) 105) covering a draft 
statement on the action proposed to deal with redundancy in the 
coal industry in Scotland. 

The Chancellor of the Exchequer said that on the basis of a 
report by a group of officials and representatives of the National 
Coal Board, the Minister of Power had put before the Economic 
Policy Committee a series of proposals for the future of the coal 
industry. The Board, who had been more optimistic than the 
Departments about the level of future demand, believed that on the 
policies at present followed by the Board and the Government there 
would be a demand for about 190 million tons of coal a year for 
many years ahead. In adjusting the size of the industry to this 
demand, the main problems would relate to financial policy and the 
closure of uneconomic pits. The financial target suggested by the 
Board's consultants and accepted by the Board in the light of the 
policy set out in the White Paper (Cmnd. 1337) was that the Board 
should, over the five years 1963-67, aim to break even and to provide 
£10 million a year in respect of the difference between historic and 
replacement costs of assets. The Economic Policy Committee 
considered that the Government should accept this as an appropriate 
target. On closure of pits, the Board's present policy was to close 
losing collieries as rapidly as possible. This policy was economically 
sound, though it would give rise to some social and political 
difficulties. In 1961 the Board had been maintaining 162 collieries 
which were " gross losers " in the sense that their operating costs, 
taking no account of overheads, exceeded the income from coal 
produced by them. The other proposals made by the group, and 
supported by the Economic Policy Committee, were that the Board 
should not be pressed at this stage to embark upon capital 
reconstruction; that for the present at least imports of American coal 
by private importers should not be allowed; and that in due course 
legislation should be introduced to enable the Board to borrow 
temporarily, to meet their deficits, more than the amount provided 
for in section 27 of the Coal Industry Nationalisation Act, 1946. 

The Cabinet first considered what action they should take in 
connexion with pit closures in Scotland, about which the Board 
would be in discussion with the miners' unions during the following 
week. It would become evident on 11th July that by 1966 there 
would be a reduction of 24,000 in the number of jobs in Scottish 



mines; this would be offset by normal wastage of about 20,000 and 
there would be a net displacement from coal-mining of 4,000 men. 
There was general agreement that a statement should be made in 
Parliament on 11th July. This should, however, be shorter than 
the draft circulated under cover of C. (62) 105 and should lay greater 
stress on the extent to which miners displaced by past closures had 
found other employment, on the value of being able to plan ahead 
for the next phase in the adjustment of the coal industry to current 
economic conditions, and on the importance of manning the 
expanding industries which would be in need of labour. The 
general emphasis should be on dynamic action, and a more confident 
note should be struck, though it should be kept in mind in preparing 
a revised draft that there would be a difficult stage of readjustment 
and that there would be areas in which the rate of unemployment 
brought about by pit closures would be high. The statement should 
be made by the Secretary of State for Scotland. On balance, it would 
be preferable that he should not seek to deal on the same occasion 
with the social problems raised by the closure of branch railway lines 
in Scotland. 

The Cabinet— 

(1) Invited the	 Chief Secretary, Treasury, in consultation with 
the Secretary of State for Scotland, the President of the 
Board of Trade and the Minister of Power, to prepare in 
the light of the CabinetS discussion a revised draft of 
the statement attached to C. (62) 105; and to submit 
the revised draft to the Prime Minister for his 
consideration. 

In further discussion on the longer term implications of the 
proposals described by the Chancellor of the Exchequer the following 
points were raised: 

(a) The proposed financial target could be regarded as attainable. 
It was related to an output target of 190 million tons a year and it 
might at some stage be necessary to say this; but in any general 
statement of the Governments attitude towards the principles adopted 
by the Board it would be inexpedient to appear to approve a specific 
figure either for demand or for output. 

(b) The Board's policy on pit closures could be supported, but 
not without qualification. It was reasonable that, as had been 
suggested by the group, the Board should not be held responsible 
for considerations going beyond the mining industry, but a general 
statement to this effect might have unfortunate implications, both 
in the coal industry and in other industries. The BoardS record 
suggested that there would be no disposition on their part to ignore 
the social consequences of their actions, and it would be to their 
advantage to show consideration for the future of mining 
communities. In indicating the Governments general approval of 
the BoardS policy, the Minister of Power should inform the Board 
of the Governments assumption that the Board would, so far as 
possible, time their closures to minimise the social difficulties which 
would result from them; and the BoardS attention might be drawn 
to the discussion in Appendix II of the report submitted by the 
group about the parts of the country in which those difficulties would 
be most acute. 

(c) There appeared to be no need at present to press for further 
consideration of capital reconstruction in the industry. 

(d) The policy of not allowing imports of American coal by 
private importers should be maintained for the present. Protests 
from the United States Government about the inconsistency between 
this policy and the General Agreement on Tariffs and Trade could 



be met by an assurance that the policy would be re-examined in a 
year's time. 

(e) There should be no great difficulty in finding a place in the 
1962-63 legislative programme for a Bill to amend section 27 of the 
Coal Industry Nationalisation Act, 1946. 

(/) As Parliament had been promised information about the 
financial target to be adopted for the coal industry, an indication 
of Government policy should be given before the summer recess. 
A suitable occasion would present itself if there were a general debate, 
in Opposition time, on the nationalised industries. 

The Cabinet— 
(2) Invited the Minister	 of Power to arrange for Parliament to 

be informed of the financial target agreed upon for the 
coal industry and of the Governments attitude to the 
policy of the National Coal Board on pit closures. 

Cabinet Office, S.W.J, 
5th July, 1962. 



THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 

Printed for the Cabinet. July 1962 

C.C. (62) Copy No. 3 2 
45th Conclusions 

C A B I N E T 

CONCLUSIONS of a Meeting of the Cabinet held at Admiralty House, S.W. 1, on 
Tuesday, 10th July, 1962, at 11 a.m. 

Present: 
The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister 

The Right Hon. R. A. BUTLER, M . P . , The Right Hon. VISCOUNT KILMUIR, 
Secretary of State for the Home Lord Chancellor 
Department 

The Right Hon. SELWYN LLOYD, Q.C., The Right Hon. The EARL OF H O M E , 
M.P., Chancellor of the Exchequer Secretary of State for Foreign Affairs 

The Right Hon. VISCOUNT HAILSHAM, The Right Hon. HENRY BROOKE, M.P., 
Q.C., Lord President of the Council Chief Secretary to the Treasury and 

Paymaster General and Minister for Science 
The Right Hon. IAIN MACLEOD, M.P., The Right Hon. DUNCAN SANDYS, M . P . , Chancellor of the Duchy of Lancaster Secretary of State for Commonwealth 


Relations 

The Right Hon. Sir DAVID ECCLES, The Right Hon. HAROLD WATKINSON, 

M.P., Minister of Education M.P., Minister of Defence 
The Right Hon. LORD M I L L S , Minister The Right Hon. JOHN HARE, M.P., 

without Portfolio Minister of Labour 
The Right Hon. E D W A R D HEATH, M.P., Dr. The Right Hon. CHARLES H I L L , 

Lord Privy Seal 	 M.P., Minister of Housing and Local 
Government and Minister for Welsh 
Affairs 

The Right Hon. ERNEST MARPLES, The Right Hon. FREDERICK ERROLL, 
M.P., Minister of Transport M.P., President of the Board of Trade 

The following were also present: 
The Right Hon. JOHN BOYD-CARPENTER, The MARQUESS OF LANSDOWNE, Minister 

M.P., Minister of Pensions and of State for Colonial Affairs 
National Insurance (Item 3) (Items 3-4) 

The Right Hon. MARTIN REDMAYNE, 
M . P . , Parliamentary Secretary, 
Treasury 

Secretariat: 
The Right Hon. Sir NORMAN BROOK 
Mr. A. L. M. CARY 
Mr. J. H  . WADDELL 



CONTENTS 

Subject 

Foreign Affairs 
Laos 
Congo Republ ic 

Europe 
Common Market Negotiations 

Pensions 
Public Service 

Commercial Policy 
J a p a n 

Resale Price Maintenance 

Works of Art 

Leonardo Car toon 

Committees of Enquiry 

Office Building 



Foreign 1. The Foreign Secretary said that some progress was being 
Affairs made in the discussions on Laos at the Geneva Conference. The 
L a o s Soviet representatives had raised the question whether Western forces 
(Previous should not now be withdrawn from Thailand, but they had shown no 
Reference: disposition to press this point. It seemed likely that the outstanding 
C.C. (62) 44th problems would be resolved in the course of the next few weeks. 
Conclusions, Meanwhile, in Laos itself the Coalition Government seemed to be 
Minute 3) working smoothly. 

Congo The Foreign Secretary said that a new crisis seemed to be 
Republ ic developing in the Congo. At a late stage in the contacts between 
(Previous Mr. Adoula, the Prime Minister of the Central Congo Government, 
Reference: and Mr. Tshombe, the Prime Minister of Katanga, it had become 
C.C. (62) 35th apparent that they were not in agreement on some of the fundamental 
Conclusions, constitutional problems and that, until he could see the shape of the 
Mmute 2) federal structure more clearly, Mr. Tshombe preferred to rest on the 

de facto autonomy which Katanga now enjoyed. The United Nations 
representative had completed the draft of a new constitution, and it 
was possible that the contacts might be resumed on the basis of this 
document. Meanwhile, however, the Central Government were 
already in serious financial difficulties—and, if their operations in the 
Congo continued on the same scale, the United Nations would be in 
similar difficulties by the beginning of 1963. The Acting Secretary-
General was therefore anxious that the position should be resolved 
within the next six months and for this purpose wished to secure a 
fresh mandate from the Security Council, preferably during August 
when the Irish representative would be in the Chair. The Foreign 
Secretary felt that, if this question came to the Security Council at this 
stage, there was a grave risk that the Afro-Asian countries would 
bring forward a resolution authorising the forceful coercion of 
Katanga by United Nations forces. He was therefore exploring, with 
the French and Belgian Governments, the possibility of framing some 
fresh initiative not involving the further use of force. Some of our 
Allies were inclined to think that economic pressure could be brought 
to bear on Mr. Tshombe through the Union Miniere. He himself 
doubted whether this would be practicable: he also feared that, if it 
were attempted, there might be a violent reaction by Mr. Tshombe 
which would, in turn, provoke the use of force by the United Nations. 
He was continuing his consultations and hoped to be able to put 
definite proposals to the Cabinet at an early meeting. 

Meanwhile, the Indian Government had asked if the United 
Kingdom Government could arrange for the repair of the engines of 
the Canberra aircraft which their forces were operating in the Congo 
on behalf of the United Nations. It would be difficult to withhold 
these facilities; but, in considering this application, the Cabinet should 
bear in mind the political criticisms which had been aroused in this 
country by the earlier request for the supply of bombs for use by these 
aircraft. 

In discussion it was argued that the objections which had been 
raised to the supply of bombs could not properly extend to the 
servicing of the aircraft which were, after all, used in the Congo for 
many purposes to which no legitimate objection could be raised. 

The C a b i n e t 
(1) Took note of the Foreign Secretary's statement. 
(2) Agreed that arrangements might be made to carry out engine 

repairs in the United Kingdom on the Canberra aircraft 
which the Indian Government had made available for use 
by United Nations forces in the Congo. 
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2. The Chancellor of the Duchy of Lancaster said that 
speculation was growing about the possibility that Parliament would 
be recalled during the summer recess to debate the results of the 
negotiations in Brussels on the United Kingdom's application to join 
the European Economic Community. This could be checked if the 
Government were to take the initiative in making an early statement 
in Parliament. 

In discussion it was argued that such an initiative would have the 
effect of increasing tension rather than reducing it. It would be 
preferable to leave the Opposition to raise the matter, by Parliamentary 
Question; and, if they did, to answer by referring to the uncertainty 
of the time-table of the negotiations and making it plain that it would 
be open to the Government to ask for the recall of Parliament at any 
time during the recess if the development of the negotiations made it 
expedient to do so. 

The Cabinet— 
Invited the Chancellor of the Duchy of Lancaster to prepare, 
in consultation with the Lord Privy Seal and the Chief Whip, 
a draft statement on these lines, to be used in reply to a 
Parliamentary Question if required, and to submit the draft 
for the Prime Ministers approval. 

3. The Cabinet had before them a memorandum by the Chief 
Secretary, Treasury (C. (62) 108) proposing certain increases in public 
service pensions. 

The Chief Secretary, Treasury, said that the Government were 
committed to an early announcement on the increase of public service 
pensions. The purpose of his present paper was to explain the nature 
of the increases which he had in mind and to obtain authority to put 
in hand the drafting of the necessary legislation. The first 
announcement of the Governments intentions would be in general 
terms and would not go into details. His proposals fell under four 
heads : 

(i) A general increase in public service pensions on the lines of 
the increases made in 1959. Pensions awarded before 
April 1956 would be increased by 12 per cent., and the 
increase in pensions subsequently awarded would taper 
off by 2 per cent, a year with the result that pensions 
awarded since April 1961 would receive no increase. 

(ii) A flat-rate increase of £20 a year for pensioners over 70 who 
had retired before April 1956. A proportionately smaller 
fiat-rate increase would be awarded to pensioners over 70 
who had retired since 1956. 

(hi) A working party to examine the practicability of providing 
some relief for former members of oversea services, where 
the Government by which they had been employed had 
failed to award pension increases on the scale adopted in 
the United Kingdom itself. In these cases some subvention 
would have to be made by the United Kingdom 
Government to supplement the existing ra tes : the precise 
amounts would depend on the recommendations of the 
working party. 

(iv) An announcement that in due course the Government would 
deal with the anomaly that some public service pensioners 
were drawing combined retirement allowances which 
might exceed their earnings while in employment. 
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These proposals would cost about £20 million in a full year, of 
which £14 million represented the pensions increases as such and £6 
million the flat rate supplement. Of this £20 million, £15 million 
would fall on the Exchequer and £5 million on local authorities. The 
local authorities should therefore be consulted before details of the 
proposals were disclosed. 

In discussion the following points were made : 
(a) Once the Government had announced their intention to 

introduce legislation for pensions increases there would be strong 
pressure for the increases to take effect before Christmas. Every 
effort should be made to meet such a time-table, and the Bill should 
be given high priority in the legislative programme. It was important 
that the Government should retain the initiative in this matter. 

(b) A particularly difficult point of timing might arise in 
connexion with Service pensioners and Service widows. Their 
position should be specially considered in framing the terms of any 
announcement. 

(c) Some doubt was expressed about the proposal to announce 
at this stage an intention to deal with the problem created by excessive 
retirement benefits for certain classes of public service pensioner. 
This problem would not become acute for some time to come, unless 
legislation were introduced to set aside the pledges about 
" abatement " which had been given to those who entered the public 
service before 1949. The issue was a complex one and the 
Government must be careful to avoid charges of bad faith. It would 
be preferable to defer any announcement on this aspect of the matter 
until the Government had decided exactly what steps they proposed 
to take to deal with it. 

The C a b i n e t 
(1) Authorised	 the Chief Secretary, Treasury, to proceed with 

the drafting of the legislation necessary to give effect to the 
pensions increases proposed in C. (62) 108. 

(2) Invited the Chief Secretary, Treasury, to consult the	 Minister 
of Defence about the position of Service pensioners and 
Service widows in relation both to the announcement of 
the Governments intentions and to the timing of 
subsequent action. 

(3) Agreed that the legislative programme should, if possible, be 
so framed that the new increases could come into effect 
before Christmas 1962. 

(4) Agreed that no reference should be made at this stage to the 
Governments intention to deal, at some later date, with 
the problem of excessive retirement benefits for certain 
classes of public service pensioner. 

Commercial 4. The Cabinet had before them a memorandum by the 
Policy President of the Board of Trade (C. (62) 113) outlining the main points 
Japan which would arise in the negotiation of a commercial treaty with 
(Previous Japan. 
Reference 
C C  . (62) 40th The President of the Board of Trade recalled that on 7th June 
Conclusions, the Cabinet had invited him to hold further discussions with the 
Minute 3) ' Ministers concerned on a number of points which had been raised in 

the consideration of his earlier paper (C. (62) 92) on the restrictions to 
be retained on imports of certain types of Japanese goods after the 
conclusion of a commercial treaty with Japan. In these discussions it 
had now been agreed that plastic toys should be retained on the 
" sens i t i ve" list until 1st January, 1965, and that he should do his 



Resale 
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C.C. (62) 33rd 
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utmost to avoid accepting a date earlier than 1965 for liberalising 
imports of sewing machines. His proposal on radio goods had been 
that some equipment should be removed from the " sensitive " list 
altogether and that the rest should be retained until 1st January, 1965. 
He had now withdrawn these proposals, except that transistorised 
gramophones would be deleted from the list; but it might be necessary 
at a later date to seek authority for concessions on imports of those 
radio goods which would for the time being be retained on the list. 
He had originally proposed to free wool cloths and yarns but to try 
to obtain a wide definition of wool cloth for retention on the list. But 
these proposals on wool textiles had given rise to difficulty in 
Yorkshire, and the Prime Minister had undertaken to receive a 
deputation from the wool industry on the following day. It was 
important to proceed with the negotiations without further delay, and 
he sought authority to send immediate instructions to the United 
Kingdom delegation on all the points on which agreement had now 
been reached with his colleagues, with an indication that instructions 
about wool textiles would be sent as soon as possible after the Prime 
Ministers meeting with representatives of the industry. It was hoped 
that the treaty could be signed in November, when the Japanese Prime 
Minister was expected to visit this country. 

The Cabinet— 
Authorised the President of the Board of Trade to issue 
instructions for negotiation of a commercial treaty with 
Japan on the basis of the proposals outlined in C. (62) 92 
and C. (62) 113, subject to the adjustments to be made in 
C. (62) 92 on account of the agreements subsequently reached 
on plastic toys and radio goods and to the further instructions 
on wool textiles to be sent after the Prime Ministers 
meeting with representatives of the industry on 11th July. 

5. The Cabinet had before them memoranda by the President 
of the Board of Trade (C. (62) 112) and the Lord President (C. (62) 114) 
on the abolition of resale price maintenance. 

The President of the Board of Trade said that it could be argued 
that, in the light of experience in the grocery trade, the abolition of 
resale price maintenance would produce a significant reduction in the 
cost of living. There had been a reduction of nearly 5 per cent, in the 
average price of branded grocery goods under the conditions of free 
competition which now prevailed, and there was no reason to think 
that the same results would not follow in other trades. On the other 
side it could be argued that abolition would adversely affect small 
shopkeepers, who were well organised and would bring their case 
forcibly to public notice; and that this might affect the success of the 
Governments incomes policy, which would depend largely on public 
acceptance of its aims and its methods. It should not however be 
forgotten that the support for abolition, although it would be less 
publicised, might be more widespread : younger people, in particular, 
regarded the existing system with suspicion as tending to keep prices 
high. He himself would favour abolition, both on economic 
considerations and on broader grounds of public interest, and he 
proposed that resale price maintenance should be made illegal. 

The Lord President said that he could see strong arguments in 
favour of making resale price maintenance unenforceable, by 
depriving manufacturers of the right to uphold resale price 
maintenance contracts in the courts, bu t he saw grave objections to 
making it illegal. This would have the effect of making the whole of 
any contract illegal if it contained a resale price maintenance clause. 
This would inevitably give rise to sharp practice and to subterfuge: 
it would lead to a repetition of the abuses which had attended the 
application of the building regulations in force after the end of the 
war. 
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In discussion the following points were made : 
(a) The economic advantages of the abolition of resale price 

maintenance had not been conclusively established. There was, in 
particular, need for further study of experience in other countries 
where it had been abolished. It was at least possible that the abolition 
of maintained prices might lead to higher " suggested " prices in order 
to enable the shopkeeper to present his customers with what would 
appear to be a better bargain. There was also some evidence to 
suggest that uneconomic reductions in the prices of certain goods were 
offered by shopkeepers in order to attract custom. This not only 
caused difficulties for the manufacturers, but enabled the shopkeeper 
to maintain higher prices for other ranges of goods. 

(b) Although there might be some doubt about the strength of 
the economic argument and therefore of the appeal which the abolition 
of resale price maintenance would have for the consumer, there could 
be no doubt about the strength of the opposition to be expected from 
small shopkeepers and from garage proprietors. This would be well 
organised and would have strong backing among Government 
supporters in the country and in Parliament. 

(c) If resale price maintenance were to be abolished, this should 
be done as part of a coherent economic plan and should be seen to be 
only one element in a broad and imaginative approach to the country's 
economic problems. If abolition were presented in this way, the force 
of the opposition would be weakened. Conversely, it was to be 
expected that a general plan for economic expansion which did not 
include a proposal to abolish resale price maintenance would 
command less support. 

(d) Even though it might be decided that this was not a propitious 
moment at which to go forward with the abolition of resale price 
maintenance, it would be wrong to imply that the Government 
intended to support its indefinite continuance. 

(e) It was noted that, when the Government had taken steps in 
1956 to prevent enforcement of collective price maintenance 
agreements, they had at the same time strengthened the power of 
manufacturers to enforce individual price maintenance agreements by 
bringing third parties within the ambit of the law. 

Summing up the discussion the Prime Minister said that it was 
evident that the Cabinet would not favour an early announcement that 
resale price maintenance should be made illegal. There was, on the 
other hand, general agreement that it would be wrong to support the 
indefinite continuance of the present system. A further analysis 
should be made of the experience of other countries, both in Europe 
and in the United States, where retail price maintenance had been 
abolished. Further thought should also be given to the possibility of 
making individual price maintenance contracts unenforceable, rather 
than illegal, or at the least of restoring the position which had existed 
before 1956. 

The Cabinet— 
(1) Agreed that no announcement should be made for the present 

about the Governments attitude towards resale price 
maintenance. 

(2) Invited the President of the Board of Trade to bring	 before 
them at a later meeting a further analysis of the practical 
effect of the abolition of resale price maintenance in other 
countries. 

(3) Invited the President of the Board of Trade to re-examine the 
possibility of dealing with this situation by making it less 
easy to enforce resale price maintenance agreements or 
contracts. 



Works of Art 6. The Chief Secretary, Treasury, said that he had been 
Leonardo informed by Lord Crawford, the Chairman of the National Art 
Cartoon Collections Fund, that the appeal which had been organised by the 
(Previous Fund had so far yielded about £375,000 towards the £800,000 for 
Reference: which the Royal Academy had agreed to sell the Leonardo da Vinci 
C C . (62) 21st Cartoon for his picture of the Virgin and Child with St. John the 
Conclusions, Baptist and St. Anne. If the appeal had to be abandoned because the 
Minute 4) requisite sum could not be raised by the end of July, contributions 

could be returned to some 14,000 people who could be identified; 
but the remaining 170,000 or more people who had contributed could 
not be identified and the sums obtained from them would accrue to 
the Fund. It would be difficult for the Fund to keep the appeal open 
beyond the end of July, partly because the administrative staff were 
volunteers and partly because some contributions had been made on 
the express understanding that they could be withdrawn if the appeal 
were not successful by the due date. Money was still being received, 
and a total of £400,000 might be reached by the end of July; but 
Lord Crawford thought that, even if the Government now promised to 
contribute up to £200,000 of the remainder on a pound-for-pound 
basis, the amount raised by the end of July would still fall short of 
£800,000. It had been suggested on behalf of the Fund that the 
Government might instead make a larger contribution, say of £350,000, 
and leave the Fund to raise the remainder. 

In discussion the following points were raised: 
(a) Numbers of people were doubtful whether the picture was 

worth the substantial sum of money which might have to be 
contributed on the tax-payers' behalf in order to prevent it being sold 
at auction and taken out of the country. Some doubt was also felt 
about the efficiency with which the Fund had set about raising the 
money required. It would, however, be unfortunate if the appeal had 
to be abandoned, and the Government should be seen to be doing all 
that could reasonably be expected to assist it. 

(b) One reason for the comparatively small public response was 
that the organisers had not had enough time to make effective 
preparations. Given more time and the adoption of more active 
measures to arouse interest—e.g., by the fuller use of television, by 
publicity in the provinces and by the development of collections in 
schools—more subscriptions would be obtainable. The further time 
required might, however, be substantial. In view of the approach of 
the holiday season not less than a further six months would be needed. 

(c) There were two main ways in which the Government might 
help—by promising matching contributions or by making a direct 
contribution forthwith. Either of these courses might have a 
discouraging effect on further private subscription and might place 
the Government under a moral obligation to bridge whatever gap 
remained when the appeal was closed. If a direct contribution were 
made, it could not be of the order of £350,000, as had been suggested 
on behalf of the Fund. But even a smaller contribution might be 
regarded as committing the Government to rescuing the Fund in the 
end, and it could be argued that it would be inexpedient for the 
Government to take any action until the last possible moment. 

Summing up the discussion the Prime Minister said that the first 
step should be to ascertain whether the Royal Academy would accept 
a substantial extension of the appeal period. H e would discuss this 
with the Academy authorities. It would then be necessary to consider 
further the form of any financial assistance by the Government and 
to discuss with Lord Crawford means of strengthening the Fund 's 
appeal organisation. The results of these enquiries would be reported 
to the Cabinet in due course. 

The Cabinet— 
(1) Took note that the Prime Minister would arrange for	 further 

enquiries to be made in the light of their discussion. 
(2) Agreed	 to resume their consideration of this question at a 

later meeting. 



C.C. 45 (62) 

Committees 7 The Cabinet had before them a memorandum by the Chief 
of Enquiry Secretary, Treasury (C. (62) 109) suggesting that greater caution 

should be exercised in appointing independent committees to examine 
and report on aspects of public policy. 

The Chief Secretary, Treasury, said that the appointment of 
committees and the publication of their reports tended, not only to 
restrict the Governments freedom of action, but to commit the 
Government to increased expenditure. There was a natural tendency 
for a committee, examining some limited field, to recommend 
increased expenditure as an essential element in their proposals. 

At the suggestion of the Prime Minister the Cabinet— 
(1) Invited Ministers to inform	 the Chancellor of the Exchequer 

before appointing any independent committee of enquiry 
into any aspect of public policy. 

(2) Agreed that the Prime	 Minister^ decision should be sought 
in any case of doubt. 

Office 8. The Chancellor of the Exchequer said that the Home Affairs 
Building Committee and the Economic Policy Committee had given some 

consideration to the problem of controlling office-building in the 
central areas of London and other large cities, but further work would 
have to be done on the subject before firm conclusions could be 
reached. He had consulted the Home Secretary and now suggested 
that this further work could most appropriately be done by the new 
Committee on Population and Employment. 

The Cabinet— 
Agreed that the Committee on Population and Employment 
should consider the problem of controlling office-building 
in the central area of London and other large cities. 

Cabinet Office, S.W.1, 
10th July, 1962. 
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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. 

Smoking and 
Health 
(Previous! 
Reference: 
C.C. (62) 20th 
Conclusions, 
Minute 2) 

2. The Cabinet had before them a memorandum by the Lord 
President (C. (62) 110) reporting the conclusions reached by a 
Committee of Ministers which had examined the report of the Royal 
College of Physicians on Smoking and Health. 

The Lord President said that, in their consideration of the action 
which might be taken by the Government, the Committee had felt 
obliged to accept the conclusions reached in the report of the Royal 
College of Physicians on the causal connexion between cigarette 
smoking and lung cancer. He considered that the further Government 
statement which was expected should indicate serious concern at 
the effects of heavy cigarette smoking and should express the 
Governmen t s determination to spread knowledge of the facts as 
widely as possible. The object of presenting the facts would be to 
persuade people to alter their habits and it would not be possible 
to maintain a clear distinction between factual and persuasive 
presentation. The statement should, however, avoid giving the 
impression that the Government were adopting a paternalist attitude 
towards this question. 

The Committee of Ministers proposed that there should be a 
modest campaign of Government publicity involving the supply of 
pamphlets and posters, on a co-ordinated theme, to local health and 
education authorities, and the use of various other channels of 
public relations available to the Government. There would be no 
attempt to compete with the advertisements of cigarette 
manufacturers; and the campaign, which would have to be sustained 
over a long period, would be aimed not at securing a dramatic drop 
in cigarette smoking but at producing, perhaps over a generation, 
a gradual change in smoking habits. The cost might be about £40,000 
or £50,000 a year. The Committee had also considered the possibility 
that through a differential system of taxation the price of cigarettes 
might be raised by about 10 per cent, and the price of pipe tobacco 
reduced by 20 per cent. They had, however, reached no firm 
conclusion on the expediency of such a course: some Ministers had 
felt that a differential tax would be difficult to justify as bearing 
hardly on the poor and the old, and that a difference of the order 
proposed could be criticised as insufficient to produce any lasting 
effect. The Committee had also made suggestions for the 
encouragement of voluntary restrictions on cigarette advertising by 
the manufacturers, for heavier penalties for selling cigarettes to 
children and for discouraging smoking by the public in Government 
premises. 

Discussion showed that there was general agreement in the 
Cabinet that it would be inappropriate to consider at the present 
stage action on a wider front or more drastic in character than the 
campaign of Government publicity which was outlined in paragraph 4 
of C. (62) 110. The emphasis, both in any further statement in 
Parliament and in the action which it would outline, should be on 
health education: in that context the Government had an 
acknowledged responsibility to make the facts known, particularly 
to the young. Although discouragement of smoking in public 
transport, food shops and elsewhere might be socially desirable, 
there was no evidence that smoking in such places was harmful to the 
health of anyone except the smoker and it would be preferable that 
the Government should not intervene in this. 



The Cabinet— 

Incomes 
Policy 
(Previous! 
Reference: 
C C  . (62) 41st 
Conclusions, 
Minute 5) 

Invited the Lord President, in consultation with the other 
Ministers concerned, to prepare and submit for the 
consideration of the Prime Minister the draft of a statement 
which might be made in Parliament on the basis of the 
recommendation in paragraph 4 of C. (62) 110 about 
Government publicity on the connexion between cigarette 
smoking and lung cancer. 

3. The Cabinet had before them a memorandum by the Prime 
Minister (C. (62) 111) on the Governments incomes policy. 

The Prime Minister said that in the light of the Cabinets earlier 
discussions broad agreement had been reached on the general scope 
of the next steps in the development of the Governments incomes 
policy. It was now necessary to consider whether the measures 
proposed would be likely, taken as a whole, to be accepted by the 
country as a constructive and effective policy; and whether the Royal 
Commission on Incomes, if established on the lines now set out in 
his paper, would command the confidence and support which it 
would need if it was to be an effective instrument for keeping the 
growth of incomes broadly in line with the increase of production. 
He had it in mind that in presenting the idea of this Commission 
to the public at this early stage, it would not be necessary to go into 
too much detail; this would leave room for later and more formal 
consultation with the various interests involved. He would propose 
to emphasise, not the precise machinery through which the 
Commission would work, but the broad objectives which it would 
seek to achieve. First, it would need to preserve a reasonable 
balance between incomes and productivity taken over a long period 
and calculated on a broad average; and it would at intervals issue 
general reports on this aspect of its work. Secondly, it would have 
a special responsibility for dealing with the exceptional case where 
revaluation might be called for and it would ensure fair treatment 
for the growing number of industries and employments whose 
value to the community could not be measured in terms of production. 
Thirdly, it would be made clear that the Commission would not 
interfere with the work of the Wages Councils or, except with the 
consent of both parties, replace formal arbitration agreements. 
Fourthly, he would emphasise the duty of the Commission to 
conduct in public ex post facto reviews of wage settlements which 
had been reached without having been brought before it in the first 
instance and appeared to conflict with the national interest. The 
statement which he had in mind would then outline in broad terms 
the functions of the Commission as summarised in his memorandum. 

In discussion the following points were made: 
(a) The main doubt which might be raised about the effectiveness 

of the proposed Commission would centre on the fact that there 
would be no power to bring cases before it without the consent of 
both parties. This might mean, in practice, that no cases would 
come before it at all and that its activity would be confined, so far 
as the private sector was concerned, to the holding of ex post facto 
reviews. It could be argued that one or two critical reviews, exposing 
to public view bad management or inefficient use of labour in the 
industry concerned, would have a salutary effect in inducing 
employers and unions alike to bring future cases to it before 
settlements were reached. It would not be difficult to give the 
Commission greater powers of compulsion in the public sector; but 
this would have disadvantages, for it would perpetuate the difficulty 
in which the Government had found themselves of appearing to 



apply a harsher discipline to their own servants than they were 
prepared to enforce on workers in the private sector. It would also 
be criticised as illogical; for it was wage movements in the private 
sector which set the pace, and the public service followed rather than 
led. The effect of controlling the public sector while leaving the 
private sector unfettered would be to increase the gap between the 
two. 

(b) The most effective way of giving the Commission more 
power in the private sector might be to empower it to review wage 
claims when either party could convince it that a point of sufficient 
importance was at stake. It could be emphasised that the 
Commission^ findings in such a case would not bind either party, 
and that the right to strike would be unaffected. Such a strengthening 
of the Commission^ powers would not necessarily appeal only to 
the employers. In informal discussion with the Chancellor of the 
Exchequer, representatives of the Trades Union Congress (T.U.C.) 
had shown themselves to be concerned about settlements in which 
the employers might have successfully negotiated an unreasonably 
low increase in wages. The fact that under the proposed change the 
Commission would a t the request of the trades unions concerned 
have power to review such cases before settlement might be welcome 
to the T.U.C. This possibility should be further examined. 

(c) It would be more difficult to strengthen the Commission^ 
hand by ensuring that, whenever a case was taken to arbitration, 
the views of the Commission were available to the arbitrators. In 
the first place, the effect of such a change would be confined almost 
wholly to the public sector since, with the exception of the building 
industry, there was little in the way of formal arbitration machinery 
in the private sector. It would thus have all the disadvantages 
already discussed of applying sterner measures to the public than 
to the private sector. Secondly, such a change had to be viewed 
against probable developments in the private sector as a whole. If 
wage increases in the private sector continued to move ahead without 
regard to the national interest, it would in practice be impossible 
for arbitrators in the public sector to make their awards on any other 
basis than a fair comparison with that movement; the views of the 
Commission would have to be set aside and the prestige of the 
Commission would suffer. If, on the other hand, the private sector 
could be brought under control there would be no problem. 
Arbitrators in the public sector would then conform to the sort of 
guidance which the Commission might have been expected to give. 

(d) A particular difficulty would arise on the proposal to bring 
within the Commission^ ambit the review body on doctors ' and 
dentists ' pay under the Chairmanship of Lord Kindersley. The 
Pilkington Report which had recommended the establishment of 
this review body had specified that it should operate independently 
of Government policy. T o bring it under the Commission would 
be viewed by the British Medical Association as a breach of faith. 
Similar considerations might apply, although with less force, to the 
committee for the review of the pay of the higher Civil Service under 
Lord Franks. 

(e) The success of the proposed Commission would largely 
depend on its acceptance by public opinion as a body of standing 
and authority which could make a real contribution to the country's 
economic development. This in turn would depend, not only on its 
membership and terms of reference, but on the way in which the 
decision to establish it was presented to the country in the first place. 
It would have to be set in the context of economic growth; it would 
be necessary to convince the country at large that the Commission 
was not merely another device for dividing up the nation's wealth 
to the disadvantage of the individual worker, but that it would 
contribute to a general increase in prosperity. It would be helpful, 



even if not strictly logical, to put greater emphasis in this context 
on the Commission^ duty, in considering cases brought before it 
or in conducting ex post facto reviews, to examine the level of profits 
and prices in the industry concerned, as well as the level of wages. 
It was also for consideration whether in announcing the decision 
to establish the Commission the Government should define its 
terms of reference and its responsibilities in some detail, leaving 
room for little more than minor modification as the result of further 
consultation with the interests concerned, or whether the decision 
should be announced in broad outline only. It would, in any case, 
be necessary to make a major statement of the Governments 
economic policy in Parliament before the recess. 

The Prime Minister said that in the light of the Cabine ts 
discussion he would consider with the Ministers concerned the degree 
to which it might be right to give further powers to the proposed 
Royal Commission on Incomes and the best way of presenting the 
final proposals to Parliament. 

The Cabinet— 
Took note that the Prime Minister, in consultation with the 
Ministers concerned, would, in the light of their discussion, 
give further thought to the proposals for the establishment 
of a Royal Commission on Incomes and to the manner of 
their presentation. 

Cabinet Office, S.W.1, 
12th July, 1962. 



THIS D O C U M E N T IS 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 1962 

C C . (62) Copy N o . 4 0 
47th Conclusions 

C A B I N E T 

CONCLUSIONS of a Meeting of the Cabinet held at Admiralty House, S.W.1, 
on Tuesday, 17th July, 1962, at 10.15 a.m. 

Present: 
The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister 

The Right Hon. R. A. BUTLER, M.P., 
First Secretary of State 

The Right Hon. VISCOUNT HAILSHAM, 
Q.C., Lord President of the Council 
and Minister for Science 

The Right Hon. HENRY BROOKE, M.P., 
Secretary of State for the Home 
Department 

The Right Hon. IAIN MACLEOD, M.P., 
Chancellor of the Duchy of Lancaster 

The Right Hon . JOHN HARE, M.P., 
Minister of Labour 

The Right Hon. CHRISTOPHER SOAMES, 
M.P., Minister of Agriculture, 
Fisheries and Food 

The Right Hon. J O H N BOYD-CARPENTER, 
M.P., Chief Secretary to the Treasury 
and Paymaster General 

The Right Hon. J . ENOCH POWELL, 
M.P., Minister of Health 

The Right Hon. Sir K E I T H J O S E P H , M.P., 
Minister of Housing and Local 
Government and Minister for Welsh 
Affairs 

The Right Hon. T H E EARL OF H O M E , 
Secretary of State for Foreign Affairs 

The Right Hon. REGINALD MAUDLING, 
M . P . , Chancellor of the Exchequer 

The Right Hon. DUNCAN SANDYS, M.P., 
Secretary of State for Commonwealth 
Relations and Secretary of State for 
the Colonies 

The Right Hon. PETER THORNEYCROFT, 
M.P., Minister of Defence 

The Right Hon. E R N E S T M A R P L E S , M.P., 
Minister of Transport 

The Right Hon. FREDERICK ERROLL, 
M.P., President of the Board of Trade 

The Right Hon. MICHAEL NOBLE, M.P., 
Secretary of State for Scotland 

The Right Hon. Sir E D W A R D BOYLE, 
M.P., Minister of Education 

The Right Hon. WILLIAM D E E D E S , M.P., 
Minister without Portfolio 

Also present: 
The Right Hon. MARTIN 

M.P., Parl iamentary 
Treasury 

Secretariat: 

REDMAYNE, 
Secretary, 



CONTENTS 

Minute 
No. Subject Page 

1 The Cabinet 3 


2 Laos ... ... ... ... ... ... ... . . . 3 


3 Berlin 3 


4 Congo Republic ... ... ... ... ... . . . 3 


5 Parliament 4 


6 Europe ... ... ... ... ... ... 5 

Common Market Negotiations 




The Cabinet

Laos 
(Previous 
Reference: 
C.C. (62) 45th 
Conclusions, 
Minute 1) 

Berlin 
(Previous 
Reference: 
C.C. (62) 38th 
Conclusions, 
Minute 1) 

Congo 
Republic 
(Previous 
Reference: 
C.C. (62) 45th 
Conclusions, 
Minute 1) 

C.C. 47 (62) 

 1. The Prime Minister said that, at this first meeting of the 
Cabinet since the reconstruction of the Government, he wished to 
record his gratitude for the assistance of his old Cabinet colleagues 
and to welcome those who were now joining the Cabinet for the first 
time. 

The First Secretary of State said that, despite the misrepresen
tations in the Press, the new Cabinet fully understood the purposes 
for which the Prime Minister had reconstructed the Government; and 
he could be assured of their full support in the difficulties which lay 
ahead. 

2. The Foreign Secretary said that the Geneva discussions on 
the future of Laos had now been satisfactorily concluded, and the 
International Agreement was due to be signed on 23rd July. It 
was to be hoped that this experiment of a neutral Government would 
be successful. 

The Soviet Government might now suggest that the same method 
should be applied in South Vietnam. Such a suggestion, if made, 
would have to be resisted. 

3. The Foreign Secretary said that it was difficult to see how 
any progress could be made at present in the discussions between 
the United States and Soviet Governments on Berlin. The 
Governments of France and Western Germany were unwilling to 
contemplate any concession; and it would be inexpedient to press 
them further on this while the negotiations with the European 
Economic Community remained in a critical stage. This meant, 
however, that we must accept the risk that the Soviet Government 
might conclude a separate treaty with East Germany. 

In discussion it was noted that the one change in the situation 
had been the economic deterioration in East Germany. The financial 
assistance which the West Germans were proposing to give might 
eventually have the effect of increasing their influence over East 
Germany. 

4. The Foreign Secretary said that there had been little change 
in the situation in the Congo since his last report to the Cabinet. 
Following the breakdown of the discussions between the Prime 
Ministers of the Central Government and of Katanga, Mr. Adoula 
and Mr. Tshombe, there had been no move from either side. Mr. 
Adoula believed that with the support of the United Nations and 
United States he could impose his own terms and had therefore 
no need to look for a compromise. Mr. Tshombe was equally 
convinced that with the revenues of the Union Miniere at his disposal 
he could continue to maintain the de facto autonomy of Katanga; 
and, if force were used against him, he would be likely to resort to 
guerilla tactics. On the United Nations side the Acting Secretary-
General was still determined to reach a solution in the next few 
months and would be prepared in search of such a solution to 
contemplate the use of force by United Nations troops. 



The Foreign Secretary said that the economic situation was 
critical. The Congo was on the verge of bankruptcy already and 
the United Nations itself would be in very serious financial difficulties 
by early in 1963. The use of force by the United Nations would 
probably have the result of destroying the assets in Katanga which 
represented a proportion of the Congo's resources. A reasonable 
prospect of settlement would be opened up if Mr. Adoula could 
be induced to accept an effective Federal structure and if Mr. 
Tshombe could simultaneously be brought to offer the diversion of 
an agreed proportion of Katanga's revenue to the Central 
Government. The problem was to bring enough pressure on both 
sides to induce them to accept a settlement on these lines. I t was 
unrealistic to envisage the forcible diversion of the Union Miniere 
revenues or the military occupation of Union Miniere installations; 
for force would be resisted by force and the United Nations would 
not be capable of sustaining the extensive military operations that 
would be involved. Moreover, such a plan would require a fresh 
resolution by the Security Council, and this would pose difficult 
political problems for the United Kingdom Government. If we 
exercised the veto against such a resolution, the debate would be 
transferred to the General Assembly, where we should find ourselves 
in a minority with countries such as Portugal and South Africa. We 
should be faced with two difficulties—the political feeling in the 
United Kingdom, that it was absurd to pay for an operation of which 
we disapproved; and the embarrassment in the United Nations, 
arising from the fact that we had always pressed the Russians and 
other defaulters to pay in exactly such cases. The Soviet Government 
were already pressing for a meeting of the Security Council early in 
August. In the meantime we were urging Mr. Tshombe to return 
to Leopoldville with a view to resuming negotiations with Mr. Adoula. 

In discussion the following points were made : 
(a) There was at present no practicable alternative to the policy 

of pressing both sides to reach a settlement by negotiation and 
seeking to enlist the support of the interested Governments, 
particularly the United States, Belgium and France. It might be 
helpful in this context to offer a United Nations plan for long-term 
economic development and technical support. Such a plan might 
also help to allay Mr. Tshombe's fears that any revenue diverted 
to the central Government would be misspent. 

(b) The attitude of the Government of the Federation of 
Rhodesia and Nyasaland should be kept in mind. Most of their 
military forces were already concentrated on the Katanga border 
and, if the situation deteriorated, they might feel compelled to 
intervene. 

(c) Discussion in the Security Council would do nothing to help 
towards a negotiated settlement and should be avoided so 0 long as 
the possibility of continued negotiation remained open. 

The Cabinet— 
Took note of this statement by the Foreign Secretary and 
invited him to be guided by the views expressed in their 
discussion. 

5. The Cabinet were informed of the business to be taken in 
the House of Commons in the two following weeks. 



Europe 
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6. The Chancellor of the Duchy of Lancaster said that Ministers 
would continue to be pressed to say whether Parliament would be 
given an early opportunity to debate the progress of the negotiations 
with the European Economic Community. 

The Prime Minister said that he was proposing to say, in reply 
to a Parliamentary Question, that the Lord Privy Seal would make 
a further progress report before Parliament rose for the summer 
recess. Thereafter, any report of further progress would have to be 
made in a public statement after Parliament had risen. If he 
were pressed to say whether Parliament would meet during the 
recess to discuss this question he would say that this must depend 
on the situation reached. Parliament could be recalled for this 
purpose at any time if this became necessary. 

The Cabinet— 
Took note with approval of this statement by the Prime 
Minister. 

Office, S.W.1, 
July, 1962. 
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C C . (48) 62 

Parliament 1. The Cabinet were informed of certain adjustments in the 
business to be taken in Parliament in the two weeks remaining before 
the Summer Recess. 

Legislative 2. The Cabinet had before them a memorandum by the 
Programme Chancellor of the Duchy of Lancaster (C. (62) 118) about the 
1962-63 legislative programme for the 1962-63 Session of Parliament. 

The Chancellor of the Duchy of Lancaster said that in preparing 
the programme set out in the Annex to C. (62) 118, the Future 
Legislation Committee had had in mind the need, in what might be 
the last Session of the present Parliament, to accommodate some 
major measures which might be regarded as of special importance 
and to preserve some room for manoeuvre. It was helpful that the 
scale of the legislation required if the United Kingdom joined the 
European Communities was not likely to be so formidable as had 
been feared. On present estimates the Bill would consist of a clause 
giving the force of law to the treaties, the texts of which would be 
set out in a schedule of considerable length, and perhaps 70 additional 
clauses and three or four additional schedules. 

Parliamentary time would not be available to deal with all the 
nine Bills which had been listed as " main programme " or " highly 
desirable " and it would be helpful if the Cabinet could provisionally 
agree that the first three of the " highly desirable " Bills (Television, 
Water Conservation and Criminal Justice (Scotland)) should be 
advanced to the main programme, which would then consist of seven 
Bills. No real prospect could be held out that any of the Bills in 
categories C and D (Bills in reserve and other Bills) could be 
introduced unless they were found to be suitable for handing to a 
Private Member who had been successful in the ballot. 

In discussion the following points were raised: 
(a) There was now a formidable number of Bills which it would 

not be possible to enact during the life-time of the present Parliament, 
and some of these were of considerable importance for political or 
administrative reasons. Preliminary thought had been given to 
adjustments in Parliamentary procedure which would enable more 
Bills to be enacted, and it might be possible at some stage to arrive 
at an understanding with the Opposition on a means of facilitating 
the passage of Bills of a non-controversial character. It would not 
however be expedient to open discussions on this subject at present. 

(b) There was general agreement that the main programme 
should include the four Bills which had been listed. The London 
Government Bill would be long and would present difficulty in 
Parliament, but it should be proceeded with even if an allocation of 
time Motion had to be applied at an early stage. The Weights and 
Measures Bill would also be a source of difficulty. 

(c) It seemed possible that the Criminal Justice (Scotland) Bill, 
which had been expected to require 60 to 70 clauses, could be reduced 
in scale so that it would deal only with the provision of legal aid in 
criminal cases in Scotland. 

(d) It was suggested that there might be a substantial case, which 
should be further considered, for including in the main programme 
the two Bills (Children and Young Persons and Airports Authority) 
which the Chancellor of the Duchy of Lancaster had proposed for 
exclusion. 

(e) Further consideration should be also given, in consultation 
with the Ministers concerned, to finding a more promising place 
for the Bills at present in lists C and D on Public Libraries, 



Administration of Justice (Funds in Court), Companies (Deposits), 
Underground Parking, Commonwealth Scholarships (Amendment), 
and Severn Bridge Tolls. It was recognised, however, that it would 
not be practicable to introduce these Bills (unless any of them could 
be obtained without use of Government time) without displacing 
other Bills for which even stronger claims could be made. 

The Cabinet— 
(1) Agreed to include in the legislative programme	 for 1962-63 

the Bills listed in the Annex to C. (62) 118 as " essential ", 
" cont ingent" (subject to settlement of policy in due 
course) and " main programme ". 

(2) Agreed that	 the legislative programme should also include 
the Television and Water Conservation Bills. 

(3) Invited the Chancellor of the Duchy of Lancaster to	 arrange 
for the Future Legislation Committee to consider further, 
in consultation with the Ministers concerned, the scope 
of the Criminal Justice (Scotland) Bill, the position of 
the Children and Young Persons Bill and the Airports 
Authority Bill, and, in the light of their discussion, the 
possibility of according a higher priority to certain of 
the Bills now shown in lists C and D of the Annex to 
C. (62) 118. 

Truck Acts 3. The Cabinet had before them a memorandum by the Minister 
of Labour (C. (62) 115) about the future of the Truck Acts. 

The Minister of Labour said that in March 1961 he had received 
the report of the Committee under the chairmanship of Mr. David 
Karmel, Q.C., which had been appointed to consider the Truck Acts 
in the light of present conditions. The Karmel Committee had 
recommended the repeal of the Truck Acts (1831 to 1940) and their 
replacement by legislation which would cover not only those engaged 
in manual labour but all those who were employed under a contract 
of service, including Crown employees. Wages should be paid in 
cash or in one of the ways permitted by the Payments of Wages Act, 
1960, but legal obstacles to the provision of additional benefits in 
kind should be removed and employers should, in certain 
circumstances, be permitted to make deductions from wages subject 
to provision for appeal to local tribunals. Action on the lines of 
these recommendations would be in general accord with the 
Governments desire to improve the status of all employed persons 
and, although it would have to be made clear that the recommendations 
could not be accepted in all respects (for example, in regard to Crown 
employees), he thought that both sides of industry would be favourably 
disposed. He therefore sought authority to consult a number of 
interested organisations before putting forward detailed proposals for 
legislation. 

In discussion there was general agreement that the repeal of 
the Truck Acts and their replacement by a more up-to-date measure 
would be beneficial. But, as there could be no prospect of early 
legislation, it would be injudicious to press forward too rapidly with 
the proposed consultations. 

The Cabinet— 
Invited the Minister of Labour to open discussions with 
interested organisations on the practicability of legislation 
broadly on the lines recommended by the Karmel Committee 
on the future of the Truck Acts. 
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4. The President of the Board of Trade said that with the 
exception of woollen goods the Cabinet had approved in earlier 
discussion his proposals for the restrictions to be retained on imports 
of certain types of Japanese goods after the conclusion of a commercial 
treaty with Japan. The proposed treaty would provide two kinds of 
safeguards for British manufacturers; the inclusion of an item in the 
" sensitive " list meant that its import from Japan would in any event 
be subject to control; in the case of items not on the " sensitive " list 
there would be provision for the imposition of quotas within a period 
of 30 days if the level of imports from Japan could be shown either 
to be exercising a disruptive influence on British manufacture, or 
to be likely to do so. In the light of the discussions which the Prime 
Minister had held with a delegation from the wool industry, he now 
proposed that woven wool cloth should be included in the " sensitive " 
list, but that no more than the general safeguard should apply to wool 
tops, yarn and garments of woven wool cloth. I t was important to 
conclude the treaty with Japan at an early date. British exports to 
Japan were rising rapidly and the future prospects in this expanding 
market were good. If a treaty could not be concluded, we should be 
placed at a serious disadvantage in relation to other exporting 
countries which were also trying to increase their share of the 
Japanese market. 

In discussion the following points were made : 
(a) The British woollen industry was competitive and had 

secured a strong export position. The absence of adequate protection 
from Japanese competition might have a damaging commercial effect 
on the industry and would certainly cause political resentment. As 
against this, British exports of woollen goods to Japan were already 
substantial, and the imposition of a continuing quota for wool cloth 
would provide a fair measure of protection, similar to that which 
the Japanese had introduced in order to protect their own industry. 
There would be no question of freeing imports of Japanese cloth, 
particularly at the light end of the range, from quota restriction, 
unless and until the Japanese had reduced their own high protective 
tariff. But in general it should not be assumed that the right to 
impose quotas of other classes of woollen goods in the event of 
disruption of trade would be an ineffective safeguard. 

(b) It would not be practicable to propose at this stage the 
inclusion of all woollen goods in the " sensitive " list and at some 
later stage in the negotiations to withdraw wool tops, yarns and 
garments from the list if it appeared that this was necessary in order 
to secure the conclusion of the treaty. We had already informed the 
Japanese that the proposals now to be submitted to them would 
represent our final position; if it turned out that we were in fact 
prepared to make concessions on wool, this would encourage the 
Japanese to re-open discussion on other items which had previously 
been in dispute. Moreover, the time factor was critical; we could 
not afford the delay which negotiations of this kind would involve. 

(c) In general the commercial advantages to us of concluding 
a treaty with Japan on the lines now proposed were overriding; it 
would be necessary to accept as part of the price to be paid for these 
more general advantages a smaller degree of protection for the wool 
industry than the industry itself had demanded. 

The Cabinet— 
Authorised the President of the Board of Trade to proceed 
with negotiations for a commercial treaty with Japan on 
the basis that woven wool cloth would be included in the 
" sensitive " list, but that wool tops, yarns and garments of 
woven wool cloth would be excluded from it. 
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5. The Prime Minister said that following the Cabine ts 
discussion of the appeal by the National Art Collections Fund for 
money to buy the Leonardo da Vinci Cartoon, he had now ascertained 
that the Royal Academy would not agree to any substantial extension 
of the appeal period. The Academy considered that they had already 
made a sufficient contribution towards securing the Cartoon for the 
nation by agreeing to sell it for £800,000. The appeal period would 
expire at the end of July, when the Fund would probably stand at 
about £400,000. It was now necessary to decide whether to take 
special steps to prevent the Cartoon being sold by public auction 
and, if so, how large a contribution it would be right for the 
Government to make towards the £400,000 which would still be 
required. 

In discussion the following points were made: 
(a) The Royal Academy had taken an unreasonable attitude over 

the sale of the Cartoon. Although they had not themselves made it 
available for general public showing, they had sought to take 
advantage of the inflationary market in works of art and had, as a 
result, placed the Government in a difficult position. It did not, 
however, appear that there would be anything to be gained by 
bringing further pressure to bear on them. 

(b) A remarkable feature of the showing of the Cartoon in the 
National Gallery had been the amount of interest taken in the Cartoon 
by the general public, who had plainly been deeply impressed by it. 
Account should also be taken of the importance of demonstrating 
the Governments interest in retaining works of art in this country, 
notwithstanding current economic difficulties. To allow the appeal 
to fail would be a grave disappointment to many people and there 
would be much criticism because of the inability of the Fund to 
return a large proportion of the contributions which had been made. 
F o r these reasons it would be right that the Government should be 
prepared to make a substantial payment. But special care would 
have to be taken to present this decision in a proper light, as a response 
by the Government to a substantial body of public opinion. 

(c) The Cartoon would, on present intentions, become the 
property of the British Museum and would be on permanent loan to 
the National Gallery. In these circumstances there would be grounds 
for allocating to the purchase a substantial part of the grant made 
by the Treasury to the National Gallery for the purchase of pictures. 
The annual grant for this purchase was £100,000 (excluding special 
provisions for the purchase of French pictures) and if some part of 
this year's grant and the whole of that for the following year were 
allocated, the additional amount which would have to be found by 
the Government would be much reduced. It was possible also that 
some further contribution could be obtained through the Fund itself 
and that in the result the Governments special contribution would 
not exceed £250,000. 

(d) Consideration should be given to the wisdom of the general 
policy of not making charges for admission to the National Gallery 
and to other public art collections. If there proved to be difficulty 
about altering the system of free admission, some arrangement might 
be made whereby the National Gallery could make a special charge 
for admission to the room containing the Leonardo Cartoon. 

(e) It would be undesirable that the Cartoon should be put on 
public exhibition for some time after it had been acquired. In present 
conditions there was a risk that it might be damaged or stolen by 
someone anxious to attract public attention. 

The C a b i n e t 
(1) Invited the Chief Secretary,	 Treasury, to negotiate with the 

National Gallery, the National Art Collections Fund and 
the Royal Academy, with the object of securing the 
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Leonardo Cartoon for the nation at a direct cost to the 
Exchequer not exceeding £250,000. 

(2) Took	 note that no announcement would be made until a 
satisfactory settlement had been reached. 

(3) Took note that after	 the picture had been acquired, it would 
be desirable to withhold it from public exhibition for 
some time in order to minimise the risk that it would 
be damaged or stolen. 

6. The Lord Privy Seal informed the Cabinet of the progress 
of the negotiations for the entry of the United Kingdom into the 
European Communities. 

European Coal and Steel Community 
The Lord Privy Seal said that he had now made the opening 

statement in the negotiations for our entry into the European Coal 
and Steel Community (E.C.S.C.). Agreement had been reached on 
procedure; a meeting at Ministerial level of the existing members of 
the Community would be held in September to review the position 
as it had by then emerged. This would be followed by a Ministerial 
meeting in October, at which the United Kingdom would be present. 
The point of main concern to the existing members of the Community 
was the prospect of a greater volume of coal exports from the United 
Kingdom to Europe. The French Government would, however, be 
likely to raise other difficulties; they had already shown themselves 
anxious to use the negotiations about our entry into the E.C.S.C. as 
a pretext for setting in hand a major revision of the Treaty of Paris, 
and they had also suggested that our entry should be made conditional 
on agreement to a common energy policy for Europe. Neither of 
these issues was relevant to the more limited question actually under 
negotiation, but it might be a matter of some difficulty to persuade 
the French Government to accept this. 

European Economic Community 
Ministerial negotiations in Brussels would shortly be resumed. 

The Minister of Agriculture would be present on this occasion and it 
was hoped that some progress could be made with the difficult 
questions facing us in relation to domestic horticulture and agriculture. 
It would not unfortunately be possible to obtain firm decisions, since 
because of other commitments, no French Minister would be present. 
A further series of Ministerial meetings would be held in the following 
week at which the position of the developed countries of the 
Commonwealth on temperate foodstuffs and the safeguards for 
exports from the Asian members of the Commonwealth would also 
be under discussion. In relation to India there had been encouraging 
developments; Mr. Desai, the Indian Minister of Finance, was now 
convinced that United Kingdom entry into the European Economic 
Community (E.E.C.) would be desirable and seemed disposed to 
accept the arrangements proposed to safeguard India's own position. 
On the other hand, very little progress had been made on the problem 
of temperate foodstuffs, largely because the existing members of the 
Community had been unable to reach an agreed position among 
themselves. In an effort to break the deadlock which seemed likely 
to develop, a compromise solution was now under discussion in 
London and would shortly be put forward. 

The negotiations had now entered a critical phase. Some 
European countries had come to the view that we did not want a 
general pattern of the conditions under which it might be possible 
for us to enter the E.E.C. to emerge until October, after the Meeting 
of Commonwealth Prime Ministers. It was also thought that we 



intended to present an initial set of proposals both to Parliament and 
to the Commonwealth in the knowledge that strong opposition would 
be aroused and in the hope that the strength of the opposition would 
enable us to negotiate further concessions; and on this basis some 
European countries had argued that it would be against their interest 
to make any concessions at the present stage. 

The Lord Privy Seal said that he was now engaged in putting 
both these views into a proper perspective. So far from being 
anxious to delay the negotiations we were more than ever anxious 
to make real progress. If we could not at this stage secure reasonable 
compromises on the main issues in dispute there would be no question 
of negotiating further concessions later since all prospect of the 
United Kingdom being able to enter the E.C.C. at all would have 
disappeared. Great damage had been done by the recent speech of 
the Leader of the Opposition, Mr. Gaitskell, to the European Socialist 
Parties. His approach had been entirely negative and he had made 
no mention of the United Kingdom's intention to play an active part 
in the work of the Communi ty ; his emphasis had throughout been 
on the need to continue to plan the economic and social development 
of the United Kingdom on a purely national basis. It would be 
important to counteract the impression thus created, and it was hoped 
that Ministers would take every opportunity to emphasise our 
intention to play a full and positive part in European affairs. 

In discussion the following points were made : 
(a) In the light of Mr. Gaitskell's speech there was likely to be 

considerable public interest in the views of the Government on 
political development in Europe, and more particularly, on federal 
as opposed to confederal forms of organisation. It would be helpful 
if the Lord Privy Seal, in consultation with the Minister without 
Portfolio, could provide Ministers with speaking notes on this 
subject. 

(b) The problems of domestic agriculture would become 
increasingly difficult and might be decisive. The first and main 
problem was that for some very important products, including 
mutton, beef and milk, the existing members of the Community had 
not yet decided their own policy and could not, therefore, conclude 
a final agreement with us or even enter into serious negotiation. It 
might be possible to reach agreement on a certain number of products, 
and negotiations to this end should be pressed forward; for other 
products the best that could be hoped for would be agreement on 
a general formula indicating the limits within which final agreements 
would be negotiated and the nature of the safeguards to be provided. 
This would not be an easy position to defend. 

(c) In view of these difficulties it would be important to avoid 
reaching a position in which so large a measure of agreement had been 
reached about safeguards for the Commonwealth that we should be 
under pressure to make unjustified concessions on domestic 
agriculture. The European countries must be made to see that 
safeguards for domestic agriculture and safeguards for Commonwealth 
products were not in conflict, but were complementary and equally 
important ; a healthy internal economy and a flourishing external 
trade would stand or fall together. 

The Cabinet— 
(1) Took note of this statement by the Lord Privy Seal. 
(2) Invited the Lord Privy Seal, in consultation with the	 Minister 

without Portfolio, to arrange for the preparation of 
speaking notes for Ministers on the Governments attitude 
to possible forms of future political association in Europe. 
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1. The Cabinet were informed that there was still a serious risk 
of international disagreement over the Congo. If no further progress 
could be made towards an agreement between the central Government 
and Katanga, there would be increasing pressure for a discussion 
in the Security Council, and 10th August had been mentioned as 
a possible date for such a debate. Efforts were now being made 
to convince the Prime Minister of Katanga, Mr. Tshombe, that such 
a discussion was likely to result in a resolution supporting the 
application of economic sanctions to Katanga. At the same time, 
consultations were being held with the United States Government 
with a view to enlisting their support for a milder form of resolution; 
but it must be recognise' 1 that in Washington there was a good deal 
of sympathy with the view that the Government of Katanga could 
be induced by economic pressures to come to terms with the central 
Government. 

In discussion the point was made that, if this matter came to an 
issue before the summer recess, doubts would be publicly expressed 
about the expediency of continuing our financial contribution towards 
the cost of the United Nations operations in the Congo. Parliament 
would be reluctant to endorse continued financial support of the 
United Nations if the Government had felt obliged to dissociate 
themselves from the policy which the Organisation were pursuing 
in the Congo. 

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

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

 3. The Cabinet had before them a memorandum by the 
 President of the Board of Trade (C. (62) 122) about the disposal of 
 an aircraft factory a t Christchurch which was owned by the Ministry 

 of Aviation. 

 The President of the Board of Trade said that the British Oxygen 
 Company had been in negotiation with his Department for the 

 lease of a factory at Dumbar ton to accommodate the Company's light 
 engineering production, which was at present carried on at Edmonton. 
 The factory would cost about £2 million and, on the advice of the 

Board of Trade Advisory Committee, the Company had been offered 
a grant of £300,000 under the Local Employment Act, 1960. 
Unemployment in the Dumbar ton area was high and the plans for 
the factory, which had already received wide publicity, had been 
warmly welcomed in Scotland. The Company had, however, now 
decided that they would in no circumstances go to Dumbar ton and 
there was ground for supposing that they had taken this decision 
only after they had reached agreement to buy from the Ministry of 
Aviation a vacant aircraft factory at Christchurch. The Board of 
Trade had already refused to issue an industrial development 
certificate for expansion by the Company in the south of England, 
but each of the Departments had been unaware of the Company's 
negotiations with the other. The contract for the sale of the 
Christchurch factory had not yet been signed and the question for 
consideration was whether the transaction should be allowed to 
proceed. 



There was some unemployment in the Christchurch area and 
the use of the factory by the British Oxygen Company would be 
welcomed locally. The sale would also be financially advantageous 
to the Ministry of Aviation, since the next best offer which had been 
received was £200,000 less than the British Oxygen offer. But, if 
the sale were allowed to proceed, the Government would appear to 
be undermining their own policy on the location of industry. It 
was true that there was no means of preventing this Company from 
buying and using another factory in the south of England, but it 
would be particularly unfortunate that the Company should frustrate 
Government policy by taking over a factory which was within the 
Governments own control. The President recommended that the 
sale should not be allowed to proceed. 

In discussion the following points were raised : 
(a) At a time when the Governments economic policies 

involved contraction in coal mining and the railways and there was 
substantial unemployment in some of the development districts, 
everything possible should be done to support rather than weaken 
the arrangements for the proper distribution of industry. The 
worsening employment situation in Scotland, which was attracting 
much public attention, would not be eased by refusal to complete 
the sale of the Christchurch factory, since the Company were 
evidently determined not to go to Scotland in any event. But refusal 
would demonstrate the Governments willingness to suffer some 
financial disadvantage rather than abandon their general policy. 

(b) Although there would be economic advantages for the 
Company in using the Christchurch factory, which would enable 
them to reach full production two years earlier than if they had to 
move to Scotland, it seemed unlikely that they would be substantial 
losers if they did not obtain that particular factory. 

(c) The Government might be made to look foolish if refusal 
to complete the sale at Christchurch were soon followed by the 
establishment of the Company at some other factory in the south of 
England. But this would have to be faced. It would be inexpedient 
to allow the sale to proceed and to explain the Gove rnmen t s action 
by reference to the Company's stated decision against going to 
Scotland. In the prevailing climate of opinion any such explanation 
would be unconvincing. 

(d) The Company's behaviour in the parallel negotiations with 
the Board of Trade and the Ministry of Aviation had been 
reprehensible and it would be salutary that their attempts to 
circumvent established Government policy should fail, and be seen 
to fail. But there would be criticism of the Government on a number 
of points, which should be taken into account in the presentation 
of the decision. The Company would probably explain their 
abandonment of Dumbar ton as partly due to the inadequacy of the 
grant they had been offered. The Government would also be 
criticised for failing to deal effectively with unemployment in the 
Christchurch area, which was attributable to their own policy of 
concentration in the aircraft industry, and for frustrating the most 
efficient production by the British Oxygen Company. Some increase 
must also be expected in pressures for the building of advance 
factories in the development districts. 

(e) This episode illustrated a weakness of present distribution 
of industry arrangements, namely that the Government had no power 
to prevent existing privately-owned industrial premises from being 
sold for industrial use. Legislation would be required to remedy 
this, and effective measures of control anight be expensive in terms 
of compensation to property owners. The general policy should be 
further examined by the appropriate Ministers, who should consider 
inter alia how far it was right to maintain the decision taken in 
October 1961 to dispose of surplus Government property at the 
highest price it would fetch on the open market. 
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(/) Steps should be taken to set up a procedure among 
Departments which would ensure that a firm could not frustrate 
Government policy on the distribution of industry by carrying on 
simultaneous negotiations with more than one Department. 

The Cabinet— 
(1) Agreed that the sale	 of the aircraft factory at Christchurch 

to the British Oxygen Company should not proceed. 
(2) Invited the President	 of the Board of Trade, in consultation 

with the Minister without Portfolio and the Minister of 
Aviation, to arrange for the Company to be informed of 
this decision; and to consider, in the light of their 
discussion, how it could best be presented publicly. 

(3) Invited the President	 of the Board of Trade, in consultation 
with the other Ministers concerned, to review the 
procedure adopted among Departments on the sale of 
Crown land for industrial purposes. 

(4) Invited the	 President of the Board of Trade to arrange for 
a general review of distribution of industry policy to be 
put before the appropriate Ministerial Committee. 

4. The Cabinet had before them a memorandum by the Prime 
Minister (C. (62) 124) on the presentation of the Governments 
incomes policy to Parliament. 

The Chancellor of the Exchequer said that in the light of further 
confidential discussions it was now clear that the Trades Union 
Congress would not welcome the establishment of a National Incomes 
Commission: they were unlikely to do more than acquiesce 
reluctantly in its appointment. If the Commission were given powers 
to review claims with the consent of only one of the parties concerned, 
the Congress would be likely to come out in open opposition to it. 
He therefore supported the proposal, in paragraph 4 of the Prime 
Minister's memorandum, that the idea of unilateral reference to the 
Commission should be mentioned as a point of importance on which 
further consultation would be required with both sides of industry 
before a decision was reached. 

Discussion showed that there was general agreement in the 
Cabinet with this proposal. The absence of unilateral reference 
would however weaken the Commissions power to influence claims 
under discussion in the private sector and would put more weight 
on the deterrent effect of ex post facto enquiries. Until experience 
had been gained, the degree to which the prospect of an ex post facto 
enquiry would induce the parties to a dispute to bring their-case to 
the Commission for review must remain a matter of judgment; much 
would depend on the timing, and if the Commission could produce 
their reports quickly their effect would be correspondingly enhanced. 
Past experience with courts of enquiry appointed by the Minister of 
Labour was encouraging in this respect. 

The Chancellor of the Exchequer said that the relations between 
the Burnham Committee and the Commission should involve little 
difficulty. In the event of disagreement in the Committee, both 
sides might be prepared to agree to reference to the Commission. 
The Commissions views would not be binding on either party and 
it would be possible in this way to introduce a greater measure of 



flexibility into the negotiating procedure. There would, however, 
be more difficulty about the relations with the review committees 
under Lord Kindersley and Lord Franks . On balance he supported 
the course proposed by the Prime Minister in paragraph 6 of his 
memorandum. It would be unfortunate if the impression were 
created that doctors, dentists and senior civil servants would be 
exempted from the Governments incomes policy. The need to 
establish some association between these review committees and the 
Commission should therefore be recognised, with the proviso that 
the precise nature of the association would need to be discussed 
both with the committees themselves and with representatives of the 
professions concerned. It should also be implied that the association 
would be developed over a period of time. The position of the 
Kindersley Committee would certainly be raised in debate in the 
absence of any statement of the Governments intention, and it 
would be desirable that the Prime Minister should deal with this 
point in his opening speech. 

The Minister of Health said that, while a reference to the 
Kindersley Committee on the lines proposed would be likely to 
arouse less hostility from the doctors and dentists, he must warn the 
Cabinet that a sharp reaction must be expected. The representatives 
of these professions had been induced to accept the establishment 
of a review body on the understanding that it would operate 
independently and would not be committed to the Governments 
point of view. The Kindersley Committee had started its first review 
and to say at this stage that it was to be brought into association with 
the new Commission would be represented as a breach of faith and 
as an attempt to interfere with the Committee's current review. He 
would prefer for this reason that no reference should be made to 
the Kindersley Committee at all in presenting the Governments 
proposals. 

In discussion there was general agreement that it would not be 
possible to avoid any reference to the relations between the 
Commission and the standing review committees of which the 
Franks Committee, the Kindersley Committee and the Burnham 
Committee were the most important. The reference could, however, 
be in general terms and could emphasise the Governments intention 
to do no more at this stage than to consider, in consultation with 
the parties concerned, the form that such association might most 
usefully take. It could also be made clear, in order to avoid any 
suggestion that the Government were intervening in current 
negotiations, that the association would be developed over a period 
of time. 

The Cabinet— 
(1) Agreed	 that the possibility of empowering the National 

Incomes Commission to review wage or salary claims 
with the agreement of only one of the parties concerned 
should be mentioned in the Governments presentation 
of the powers and functions of the Commission as being 
a point on which full consultation would be required 
with both sides of industry before a final decision was 
reached. 

(2) Invited the Prime Minister to include in the speech in which 
he would be presenting the Governments new incomes 
policy to Parliament a reference to the Governments 
intention to consider, in association with the parties 
concerned, what form of association between the 
National Incomes Commission and standing review 
committees, particularly the Kindersley Committee, could 
most usefully be developed in the future. 
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5. The Cabinet had before them a memorandum by the 
Commonwealth Secretary (C. (62) 123) proposing legislation to widen 
the terms of reference of the Colonial Development Corporation. 

The Commonwealth Secretary said that the activities of the 
Corporation were at present confined to dependent territories. It 
seemed desirable to widen its terms of reference (without, however, 
increasing the statutory ceiling of Exchequer lending) to enable it 
to undertake new projects in any former British colonial or mandated 
territory which after 1948 had achieved or might achieve independence 
within the Commonwealth. Legislation for this purpose would be 
generally welcomed, and he sought authority to announce to 
Parliament before the summer recess that such legislation would be 
introduced in the following session. 

In discussion there was general agreement that the Corporat ion^ 
terms of reference should be widened. The following points were 
raised: 

(a) Although the Bill was not likely to be controversial, it would 
take up time on the floor of the House. Its place in the legislative 
programme should be considered at a meeting of the Future 
Legislation Committee which would be held later that week. 

(b) An announcement might be better made in The Queems 
Speech on the Opening of Parliament than in the last few days before 
the summer recess. It was, however, understood that the staff of 
the Corporation had been unsettled about their future and that an 
early announcement would help to reassure them. The Chairman 
of the Corporation should be asked whether sufficient reassurance 
would be given if the staff concerned were privately informed of the 
Governments intentions. 

(c) The proposed extension of the Corporat ion^ scope had been 
based on the assumption that India, Pakistan and Ceylon should 
not be included, since there were already adequate means of assisting 
these territories. But further thought might be given to the question 
whether the extension of its scope should in form be limited to 
territories whose independence had been achieved since 1948. 

The Cabinet— 
(1) Approved	 in principle the proposal in C. (62) 123 for 

extension of the terms of reference of the Colonial 
Development Corporation. 

(2) Invited	 the Commonwealth Secretary to bring before an 
early meeting of the Future Legislation Committee the 
proposal to include a Bill for this purpose in the legislative 
programme for 1962-63. 

(3) Invited	 the Commonwealth Secretary to consider further, 
in consultation with the Chairman of the Corporation, 
the need for an early announcement of the Governments 
decision. 

6. The Cabinet had before them a memorandum by the 
Minister of Transport (C. (62) 120) on the future of the British 
shipping industry. 

The Minister of Transport said that the British merchant marine 
totalling 20^- million tons was still the largest in the world, with a 
greater carrying capacity than it had before the war. The average 
age of our ships was less than 10 years; we were carrying 
about 60 per cent of our total exports and 50 per cent of our imports. 
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Nevertheless, the present state of the industry gave rise to serious 
concern. In terms of the balance of payments, its earnings had 
fallen from a surplus of about £150 million to a deficit of over 
£60 million. Shipping companies were barely covering depreciation 
and their difficulties had been increased by substantial increases in 
wages. Shipping rates were in general low, in some cases lower than 
at any time since the war. 

The general state of the shipping industry also affected 
shipbuilding. British shipowners were ordering new shipping at a rate 
which represented only one-third of the rate required to maintain 
the British merchant marine at its present strength. This would 
maintain only about half the present shipbuilding industry and, if 
the rate of ordering did not improve, serious contraction would 
be inevitable. The total world capacity for building ships was about 
twice the highest likely level of demand. The state of the docks and 
ports of the United Kingdom had been under study by an advisory 
committee. Their report would be published in the autumn and 
its recommendations would be radioal. There was undoubtedly scope 
for considerable improvement, but the report would be unpopular 
with the interests concerned. 

The Minister said that for the time being he sought the authority 
of the Cabinet to proceed on the lines set out in his memorandum. 
This would involve the appointment of a shipping advisory panel 
including, under his chairmanship, representatives of both sides of 
the shipping industry, of other industry and of the Board of T r a d e ; 
measures to improve the training of engineer officers; the 
establishment of a research uni t ; the encouragement of technical 
research covering both shipbuilding and the organisation of shipping 
and cargo handling; and the promotion of measures of 
standardisation. He attached particular importance to the first 
proposal; there was at present far too little contact between the two 
sides of the shipping industry and no forum in which their common 
problems could be discussed. 

In discussion there was general support for these proposals. 
Their financial implications should be discussed with the Treasury, 
but within the limits of such expenditure as might be agreed the 
resources of the Department of Scientific and Industrial Research 
would be available to help with the work. Labour relations and 
labour practices in docks and shipyards were still causing difficulty, 
but there had recently been signs of some improvement and it was 
to be hoped that this would continue. 

The Cabinet— 
(1) Authorised	 the Minister of Transport to proceed with the 

establishment of a shipping advisory panel and with the 
other measures for training and research set out in 
C. (62) 120. 

(2) Took note that action to	 improve the organisation of docks 
and ports in the United Kingdom could not be taken 
until the report of the advisory committee on ports had 
been received. 

7. The Chancellor of the Exchequer reminded the Cabinet that 
in August 1961 the Government had negotiated with the International 
Monetary Fund a drawing equivalent of $1,500 million and a one
year stand-by arrangement for a further $500 million. Of this 
drawing about $1,000 million had been repaid. I t was now proposed 
to repay the balance of the drawing amounting to about $500 million, 
and to negotiate at the same time a renewal of the stand-by 
arrangement for $1,000 million instead of the $500 million negotiated 
in August. 
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would be available to help with the work. Labour relations and 
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The Cabinet— 
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other measures for training and research set out in 
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(2) Took note that action to improve	 the organisation of docks 
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until the report of the advisory committee on ports had 
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arrangement for $1,000 million instead of the $500 million negotiated 
in August. 



The effect of this transaction would be to show a fall of over 
£180 million in the published reserves. As against this the reserves 
would still stand at over £1,000 million and would be reinforced 
by the new stand-by. In fact we should have converted over £180 
million of the first-line reserves into a stand-by of an equal amount 
and acquired in addition a further stand-by for the same amount . 
It would also be taken as evidence of the general soundness of the 
United Kingdom's position that we should have repaid in full 
within one year the largest single drawing ever granted by the Fund. 

The Cabinet— 
Took note of this statement by the Chancellor of the 
Exchequer. 

Cabinet Office, S.W.1, 
24th July, 1962. 
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C C . 50 (62) 

Works	 of Art 1. The Cabinet had before them a memorandum by the Chief 
Leonardo Secretary, Treasury (C. (62) 116), reporting the outcome of discussions 
Car toon with representatives of the National Gallery and the National 
(Previous Arts-Collection Fund about the purchase of the Leonardo Cartoon. 
Reference: 
C C  . (62) 48th The Chief Secretary, Treasury, recalled that at their meeting on 
Conclusions, 19th July the Cabinet had invited him to negotiate with the object 
Minute 5) of securing the Cartoon for the nation at a direct cost to the 

Exchequer not exceeding £250,000. It now appeared that the National 
Arts-Collection Fund would be prepared to ensure, if necessary by 
making further calls on their own resources, that the appeal would 
produce £450,000, which would fall short, by £350,000, of the amount 
required by the Royal Academy. The Trustees of the National 
Gallery had rejected the suggestion that they should contribute a 
further £100,000 in addition to the £50,000 they had already 
contributed, and had said that they would be most reluctant to adopt 
any arrangement whereby £100,000 of the possible contribution from 
the Government would be repaid from fees to be charged by the 
Gallery for admission to the room in which the Cartoon would be 
exhibited. In these circumstances the Cabinet might think it best 
that the Government should make an unconditional contribution of 
£350,000. 

In discussion there was general agreement that the Government 
should make a contribution of £350,000 without conditions. 
Consideration should be given to means of limiting the right of public 
or semi-public bodies in possession of major national treasures to sell 
these on the international market with the likely consequence that 
they would have to be allowed to leave the country if they were not 
acquired for the nation. But it would be inappropriate to include 
any reference to this matter in the announcement of the 
Governments decision about the Cartoon. The terms of the 
announcement, which should be made in both Houses of Parliament 
on 31st July, should stress the wide interest which had been taken in 
the future of the Cartoon and the large number of contributions to 
the appeal which had come from members of the public. 

The Cabinet— 
(1) Agreed	 that the Government should contribute £350,000 

towards the purchase of the Leonardo Cartoon for the 
nation. 

(2) Invited the	 Chief Secretary, Treasury, in consultation with 
the Lord President and the Chancellor of the Duchy of 
Lancaster, to arrange for this decision to be announced 
in Parliament on 31st July. 

(3) Invited	 the Chief Secretary, Treasury, to arrange for an 
examination of means of limiting the right of bodies 
possessing major national art treasures to offer them for 
sale on the international market. 

Congo 2. The Foreign Secretary said that there was still no sign of 
Republic any disposition on the part of either Mr. Adoula, the Prime Minister 
(Previous of the Central Government of the Congo, or of Mr. Tshombe, the 
Reference: Prime Minister of Katanga, to resume negotiation for a settlement. 
C  C (62) 49th The Uni ted States and Belgian Governments now agreed that it 
Conclusions, would be undesirable to hold an early discussion on the Congo in the 
Minute 1) Security Council. Nevertheless, it was still possible that a meeting 

might be held in August; and we should be faced with a difficult 
situation if a resolution were put forward invoking the application 
of economic sanctions to Katanga. In practice this would involve 
an attempt to control by force the export of copper from Katanga 



to Northern Rhodesia. This would provoke the outbreak of guerrilla 
warfare and would have the result of destroying Katanga's economic 
resources. It would also set a precedent for similar action by the 
United Nations against South Africa, against the Portuguese colonial 
possessions and possibly against Southern Rhodesia. If the United 
Kingdom were to veto a resolution in this sense by the Security 
Council, the debate would be transferred to the General Assembly 
where we should find ourselves in a small minority. The use of the 
veto would, however, demonstrate conclusively the strength of 
United Kingdom feeling on the subject, both to public opinion in 
this country and internationally. On the other hand, if we merely 
dissociated ourselves from such a resolution this might be interpreted 
in this country as a sign of weakness and indecision. 

If a meeting of the Security Council were held it might be to 
our advantage to put forward a resolution of our own advocating a 
solution for the Congo, based on a proper federal Constitution, a 
fair division of the revenues, and an international plan for 
reconstruction and development. While the United States 
Government agreed that any solution for the Congo must include 
these three elements, they wanted in addition to secure rights of 
movement for Central Government forces throughout the territory. 
They were also prepared to contemplate a settlement reached by 
force, and had indicated that, if the United Nations were not 
prepared to use force, the United States would do so on their own. 

The immediate problem was to induce Mr. Adoula and 
Mr. Tshombe to resume negotiations. Although Mr. Tshombe had 
said that he would withdraw into the jungle and conduct guerrilla 
operations from there rather than submit to dictation from the 
United Nations it might still be possible, given a corresponding move 
on Mr. Adoula's part, to make progress. Some gesture of 
conciliation was needed: it might for example be possible to induce 
Mr. Tshombe to deposit a sum of money in a neutral bank as an 
earnest of good intention and to say that if agreement could be 
reached on a federal Constitution he would be prepared to increase 
the percentage of Katanga's revenue to be diverted to the Central 
Government. The influence of the Prime Minister of the Federation 
of Rhodesia and Nyasaland, Sir Roy Welensky, might be helpful in 
bringing Mr. Tshombe to accept the need for some move of this 
kind. 

In discussion the following points were made : 

(a) I t now seemed less likely that this question would be raised 
at an early meeting of the Security Council. If, however, such a 
discussion took place, the balance of advantage would lie in favour 
of dissociating ourselves from an unacceptable resolution rather than 
using the veto. The use of the veto would have a deplorable effect 
internationally, particularly in Africa and Asia, would align the 
United Kingdom with countries such as Portugal and South Africa, 
and would encourage extreme opinion in this country to demand 
still stronger measures of disapproval of United Nations action even 
to the extent of withdrawing from the Organisation. Nevertheless, 
a final decision could only be taken in the light of the situation at the 
time. 

(b) It had been assumed that if the United Nations passed a 
resolution, whether in the Security Council or in the General 
Assembly, which led to further operations in the Congo, the United 
Kingdom would still be bound to contribute to the cost, particularly 
in the light of the recent judgment of the International Court at 
The Hague. The judgment of the International Court had not, 
however, been studied in detail and might prove to be more 
restrictive in its effect, particularly on the powers of the General 
Assembly, than now appeared. The judgment would, however, have 
to be debated in the General Assembly; and a decision on the 
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continuance of our financial contribution to the cost of the operations 
in the Congo should, if possible, be deferred until this debate had 
taken place. It should, however, be possible for us to refrain from 
taking up our subscription to the United Nations Bond issue if we 
had dissociated ourselves from an extreme resolution on the Congo. 

(c) If any attempt were made to impose economic sanctions on 
Katanga there would be a strong reaction from Sir Roy Welensky. 
This was a further reason for asking him to intervene with 
Mr. Tshombe in an effort to reach a negotiated settlement. 

Summing up, the Prime Minister said that we must be prepared 
to take quick decisions in the event. We should have a resolution 
of our own ready for submission. If this were not accepted and a 
resolution to which we could not subscribe were seen to command 
majority support it seemed to be the present feeling of the Cabinet 
that we should dissociate ourselves from it rather than veto it. If 
further operations were undertaken by the United Nations it might 
be necessary for us to continue to subscribe to their cost, although 
we should certainly not take up our subscription to the Bond issue. 
Nor should we provide weapons, particularly aircraft and bombs, 
for use by the United Nations forces, although we might have to 
continue to provide repair facilities, e.g., for Indian aircraft. 

The Cabinet— 

(1) Agreed that in the event of a meeting of the Security Council 
to discuss further United Nations action in the Congo, it 
would be desirable to present a resolution of our own 
urging the parties to reach a settlement by negotiation 
and indicating the form which such a settlement might 
take. 

(2) Agreed that, if a resolution on these lines found	 no support, 
it would probably be preferable that the United Kingdom 
Government should dissociate themselves from an 
alternative resolution which we could not support; but a 
final decision on this point should be deferred until the 
circumstances were known. 

(3) Invited the Foreign	 Secretary, in consultation with the First 
Secretary of State, to consider further the possibility of 
using the good offices of the Prime Minister of the 
Federation of Rhodesia and Nyasaland to persuade 
Mr. Tshombe of the need to continue negotiations with 
Mr. Adoula. 

(4)	 Invited the Lord Chancellor to examine the recent judgment 
of the International Court on the obligations of member 
countries of the United Nations, with particular reference 
to the powers of the General Assembly and to the need 
for the United Kingdom to continue to subscribe to the 
cost of United Nations operations in the Congo. 

 3. The Foreign Secretary said that during his recent visit to 
 Geneva he had had some private discussions on Berlin with the 

 Soviet Foreign Minister, Mr. Gromyko. He had also seen the 
 United States Secretary of State, Mr. Rusk, and the Foreign 

 Ministers of France and Germany; Mr. Rusk had held several 
 discussions with Mr. Gromyko. There had been no sign that 

]y[  Gromyko was interested in any solution save the ending of the r

occupation status of West Berlin and the withdrawal of Western 
troops from the city. It had not been possible to pursue with him 
either the positive suggestions which at different times had been made 
from the Western side (for example, for introducing token Russian 
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forces or for setting up an international access authority) or wider 
questions affecting the security of Russia's western frontiers. 
Mr. Gromyko had made it clear that, while he was for the time being 
prepared to go on talking without insisting on immediate signature 
of a peace treaty with East Germany, the talks could not be allowed 
to continue indefinitely. Discussions on Berlin would, in fact, be 
resumed in Washington between President Kennedy and Mr. Rusk 
and the Soviet Ambassador. 

There was as yet no concrete sign that the conclusion of a peace 
treaty was imminent. The East German economy was in serious 
difficulties, and Mr. Khrushchev was probably reluctant to see in 
the hands of the East German President powers which, if clumsily 
exercised, could result in major incidents or even war. A further 
move towards the conclusion of a treaty might be made early in the 
autumn and this might be linked with international action on a 
wider front. Some warning might be expected from increased Soviet 
diplomatic activity, since the Soviet Government would wish to secure 
the participation of as many countries as possible. Meanwhile the 
West German Government were endeavouring, by the use of credits, 
to strengthen their economic ties with East Germany. 

In discussion it was noted that the Soviet Government were fully 
aware that progress could be made, if they so wished, on various 
practical suggestions affecting the allied position in Berlin. It would 
be inexpedient to press these suggestions at the present time, since 
this might have an adverse effect on the attitude of the French and 
West German Governments in the negotiations for our entry to the 
European Communities. They might be considered further by the 
Cabinet during August with a view to bringing them forward later 
for international consideration. The conclusion of a treaty between 
the Soviet Government and East Germany was not necessarily in 
itself a serious matter; the danger lay rather in the incidents which 
might then take place in the land and air corridors. If the treaty 
led to effective East-West discussions on major issues, either under 
the auspices of the United Nations or otherwise, the long-term result 
might be some easing of international tension. 

The Cabinet— 

Took note of the Foreign Secretary's statement and of the 
points raised in their discussion. 

4. The Foreign Secretary said that the United States were about 
to put forward at Geneva new proposals for an international 
agreement on the cessation of tests of nuclear weapons. These would 
go far towards matching the proposals previously submitted by the 
neutral powers represented at the Conference. They would involve 
the maintenance of a much smaller number of detection posts outside 
Soviet territory to identify underground tests and the minimum 
amount of international inspection of seismic disturbances within 
the Soviet Union itself. The Soviet Government had however made 
it clear, in earlier discussion, that they were not prepared to accept 
any degree of international inspection, however small; and it was 
likely that they would reject the new United States proposals. They 
might be prepared to offer as an alternative the international 
inspection of events in their territory at their invitation; but this 
would not be acceptable to the Americans. Nor were the Americans 
at this stage prepared to revive the project for a ban on tests in the 
atmosphere. 

The Prime Minister said that, although the American plan was 
likely to be rejected, the fact that it was to be put forward showed a 
considerable advance on the position which the United States 
Government had adopted earlier. It might in the end be necessary 
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to fall back on a treaty abolishing nuclear tests which would contain 
no safeguards but would simply reserve to participating countries 
the right to denounce the treaty in the event of infringement or 
suspected infringement by any other participating country. Even 
this the Soviet Government would be unlikely to accept unless it 
could be seen to form part of some larger settlement of outstanding 
international issues. For the same reason he would be unwilling to 
urge the United States Government at the present stage to revise 
their new proposals in a sense more favourable to the Soviet 
Government^ own point of view; he did not feel that further progress 
would be possible in this field except in the context of a broader 
discussion of East-West relations as a whole. An opportunity for 
such a discussion might present itself after the end of the next series 
of Russian tests. 

The Cabinet— 
Took note of these statements by the Foreign Secretary and 
by the Prime Minister. 

5. The Foreign Secretary said that during his recent visit to 
Geneva he had signed, on behalf of the United Kingdom 
Government, the international agreement designed to assure the unity 
and neutrality of Laos. He had been favourably impressed by the 
present attitude of the Asian representatives who had taken part in 
these protracted discussions in Geneva. The atmosphere was very 
different from that which had prevailed when the conference had 
opened 14 months previously. There was now, among the Asian 
representatives, a much greater understanding of the Western point 
of view. This was largely due to the efforts of the British and 
American representatives, Mr. Malcolm MacDonald and Mr. Averell 
Harr iman. But it also illustrated the advantages to be gained, in 
terms of mutual understanding between East and West, by the 
patient exploration of practical plans for resolving specific 
international problems. There would have been little prospect of 
resolving this particular problem in the overcharged atmosphere of 
the United Nations. It would be worth considering whether this 
method of resolving differences could be applied to some other area 
of disagreement between East and West. 

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

Office, S.W. 1, 
July, 1962. 
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E u r o P e The Lord Privy Seal said that it had always been expected that 
C o m m o n the treatment of temperate foodstuffs from Australia, New Zealand 
Market and Canada would present the greatest difficulty in the negotiations 
Negotiations  f 0 r the entry of the United Kingdom into the European Economic 
(Previous Community. In the recent Ministerial meetings in Brussels it had 
Reference: become clear that the Six could not accept the proposals which we had 
C C . (62) 48th  p U t forward for comparable outlets for these foodstuffs on a 
Conclusions, quantitative basis. For both political and economic reasons the 
Minute 6) French were anxious to avoid quantitative arrangements, and the Six 

had now adopted the thesis that a sound balance between the interests 
of exporting and importing countries could be obtained only through 
world-wide commodity arrangements. Such arrangements were not 
in principle unwelcome to the United Kingdom or to the other 
Commonwealth countries, and in the negotiations much effort had 
been devoted to examining how far this world-wide approach could 
be adapted to meet Commonwealth requirements. The Six had been 
brought to accept a number of alterations in a document they had 
prepared setting out principles for world-wide commodity marketing 
agreements and describing arrangements for an international 
conference which might be held in 1963 to discuss such agreements. 
But it had not been possible to obtain from the Six any precise 
undertakings about continued access to the Community's markets for 
traditional suppliers, and very little progress had been made in 
discussion of the complex arrangements for the transitional period 
before any world-wide agreements could come into effect. For this 
transitional period the Six had shown themselves prepared to consider 
a form of continuing preference on those commodities (not including 
wheat) which at present enjoyed a preference in the United Kingdom 
market, by allowing imports from the Commonwealth to benefit from 
part of the intra-Community preference. (Third countries would not 
get this concession; Community producers would, of course, get the 
preference in full.) We should try to get this extended to cover wheat 
as well as other commodities. 

It appeared that the Six were prepared to affirm the intention of 
pursuing a reasonable price policy, but on present indications there 
was no likelihood that they would commit themselves to more precise 
definitions which would carry conviction in this country or in the 
Commonwealth. In view of the importance of price policy—which 
could be so used as to deny all effective access by Commonwealth 
producers to Community markets—attempts had been made to 
persuade the Six to agree that remedial action should be taken if the 
policy of the enlarged Community resulted in damage to the trade of 
traditional suppliers, and it had been suggested that no term should 
be put on these provisions. 

In the further negotiations, which would start on the following 
day, it would not be practicable to insist on the indefinite continuance 
of remedial measures and it would be reasonable to agree to a term 
being put on them provided that assurances were forthcoming about 
access on fair competitive terms. The United Kingdom delegation 
would seek to strengthen the transitional arrangements proposed by 
the Six and to extend them to cover all the main commodities, and 
they would also try to reinforce the principles which it had been 
suggested should be the basis of a conference on world-wide 
commodity agreements. At the moment it was for the Six to respond 
to the points made in discussion during the previous week, but it 
seemed unlikely that agreement could be reached within the next few 
days. The Lord Privy Seal said that he would welcome guidance on 
the extent to which he should depart from the positions he had so far 
adopted. 

In discussion the following points were raised: 
(a) The negotiations were now being conducted not on the basis 

of comparable outlets, which had been the subject of consultation with 
Commonwealth countries^ but on a quite different basis—world-wide 



agreements and transitional arrangements—which the Common
wealth Governments concerned had not had any effective opportunity 
of considering. While this new basis might be acceptable in principle, 
it appeared (from the rejection by the Six of the reservations which 
the United Kingdom had sought to secure for due regard to be paid 
to the interests of the Commonwealth and for remedial action) that 
any agreement which might emerge within the next few days would 
not be in terms sufficiently precise to convince opinion in this country 
and in the Commonwealth that the vital interests of Commonwealth 
producers would be safeguarded. There were signs in a recent 
message from the Prime Minister of Australia that, subject to adequate 
safeguards, he would be prepared to accept the new basis. But there 
would be insufficient time in the next few days for proper consultations 
with Australia, New Zealand and Canada. It would therefore be 
expedient to make it the immediate aim to extract from the Six the 
maximum concessions they could be expected to make and to discuss 
the situation with the Commonwealth countries before becoming 
committed to a firm agreement. 

(b) On the other hand, it could be argued that the continuance 
of uncertainty was the most damaging factor in the present situation. 
Bearing in mind that Canadian interests were not very deeply involved, 
that the Six would probably acknowledge the wholly exceptional 
position of New Zealand, and that it might prove possible to meet the 
essential requirements of Australia, there was much to be said for 
reaching an early agreement about temperate foodstuffs. It was the 
general view of the Cabinet, however, that the terms of any agreement 
which the Six might be prepared to accept at this stage would be open 
to effective challenge in Parliament and at the Meeting of 
Commonwealth Prime Ministers in September. 

(c) Care had hitherto been taken to avoid seeking a special 
arrangement for New Zealand, but there might now be advantage in 
encouraging the Six themselves to put forward proposals to this end. 
While it was desirable that such an arrangement should eventually be 
secured, the importance and the hazards of a decision to deal 
separately at this stage with one Commonwealth country should be 
recognised. 

(d) The basic problem was one of confidence. The 
Commonwealth position in the United Kingdom market did not 
depend on firm agreements so much as on confidence that this position 
would not be damaged needlessly by the United Kingdom 
Government. The Six were believed to be sincere in their general 
assurances that their price policies would not be so operated as to 
damage the Commonwealth countries—which were in any case 
important customers for exports from Europe. But there was a great 
- i n d e e d an almost insuperable-difficulty in translating reasonable 
expectations into the language of treaties and protocols. Efforts 
should, however, be made to obtain greater precision than the Six had 
so far been willing to concede. 

(e) In the debates which would take place in Parliament on the 
following day no specific promise should be made about publication 
of a White Paper during the recess on the negotiations at large. I t 
should be understood that, subject to the way the negotiations 
developed, a progress report or reports would be published on the 
lines of the reports which would have been made to Parliament if it 
had been in session. 

Summing up the discussion, the Prime Minister said he took it 
to be the general view of the Cabinet that if at all possible a 
breakdown in the negotiations in Brussels should be avoided. Our 
purpose should be to obtain adequate safeguards on the following 
points : 

(i) The operation of the price policy must have due regard to the 
interests of those Commonwealth countries which were at present 
substantial suppliers of temperate foodstuffs to member States. 



(ii) Prices should be arranged in such a way as to avoid a 
reduction in consumption or the over-stimulation of production in the 
Community itself; this would have the effect of maintaining 
reasonable stability in the level of Commonwealth imports. 

(iii) There should be some clarification and expansion of the 
purposes of the proposed International Conference. 

(iv) The transitional arrangements should be improved. 

The Six had moved some way to meet us over these safeguards, 
but not far enough. We could not accept their present proposals and 
it would be wrong to try to persuade the other Commonwealth 
countries to do so. 

Our negotiators in Brussels should therefore proceed as follows: 
If the Six could not be persuaded to make any further move to 

meet us, the discussions on this item should be adjourned in the most 
favourable circumstances possible—with the prospect of later 
resumption after further reflection on both sides. 

If the Six accepted our point of view in full, we should say that 
in our view the basis of a possible satisfactory agreement had 
emerged and we hoped that this could be noted by both sides. The 
Six would understand that we could not be more definite than this at 
the present time. Given the great importance of the issue and the 
fact that the arrangements now contemplated derived from a new 
approach, it was essential that there should be the fullest opportunity 
for the United Kingdom Government to discuss the matter further 
with the other Commonwealth Governments concerned. 

If the Six moved some but not all the way to meet us, it would be 
a matter for the delegation^ judgment (and reference to London if 
possible) which of the two foregoing courses should be followed. 

We should endeavour to press further the idea of a separate 
protocol for New Zealand. If possible, the initiative in making 
formal proposals for such a protocol should be taken by one of the 
Six and not by ourselves. 

The Cabinet— 
Agreed that, in the negotiations which would continue in 
Brussels on the following day, the Lord Privy Seal should 
be guided by the points made by the Prime Minister in 
summing up the Cabinefs discussion. 

Cabinet Office, S.W.1. 
1st August, 1962. 
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Aden 
(Previous 
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Minute 8) 

1. The Commonwealth Secretary said that there were two 
major questions of policy to be faced in the negotiations for 
constitutional development in Aden—the political implications of the 
proposed merger of Aden Colony with the Federation, and the 
safeguarding of the military bases and installations. On the first 
point it was known that a majority of the population of the Colony 
was opposed to the merger. The fact that it commanded support in 
the Aden Legislature was due to the fact that the elections had been 
held on a limited franchise and had been widely boycotted on that 
account, even by those entitled to vote. It must therefore be assumed 
that the merger would lead to unrest and possibly to disorder, which 
would have serious political repercussions in this country and in the 
United Nations. Nevertheless, the Government had now before 
them a request from the Aden Legislature that the merger should 
proceed and it had long since been decided that this would best 
serve, not only the interests of this country, but the interests of the 
population of Aden Colony itself and of the territories of the 
Federation. While he considered that the merger should go forward, 
he thought it right to warn the Cabinet that this might lead to serious 
political difficulties. 

So far as the military base was concerned it was contemplated 
that after the merger Britain would retain sovereignty over Aden 
Colony and remain responsible for defence, foreign affairs and 
internal security in the territory as a whole. But it was not to be 
expected that this situation could long continue. Pressures would 
develop for the transfer of sovereignty and full responsibility to the 
new Federation, and on a favourable estimate it was unlikely that we 
could maintain our position in the Colony beyond the late 1960s. 
If the Colony was not merged with the Federation the process would 
be more rapid and independence for the Colony could probably not 
be delayed much beyond 1965. 

Against this background there were two possible ways of 
preserving our defence interest. The first would be to retain, on 
the analogy of the sovereign base areas in Cyprus, British sovereignty 
over those limited areas of the Colony in which our defence 
installations were concentrated. The second would be to rely on a 
defence treaty with an independent Federation or to introduce into 
the instrument under which independence would be granted some 
form of words recognising the continuing interest of the United 
Kingdom Government in the defence installations. There were, in 
his view, strong arguments in favour of the first course; the retention 
of sovereignty would secure to us a clear legal right to the unrestricted 
use of the military installations. All recent experience suggested that 
reliance on a defence treaty or some alternative arrangement on the 
same lines would be less effective and that our position under such 
a treaty would be progressively weakened by political action. It was 
noteworthy that the President of Cyprus had welcomed the fact that 
the existence of the sovereign base areas made it possible for him to 
refuse to accept any responsibility for British activities within these 
areas. 

The Minister of Defence said that, while he accepted the critical 
importance of maintaining the viability of our defence installations 
in Aden, he doubted whether that object would best be met by 
seeking to retain British sovereignty over limited areas of the Colony 
on the lines proposed. In the first place, there would be the greatest 
practical difficulty in so doing. Aden Colony was small and densely 
populated, and the military installations did not form a compact 
whole. To retain sovereignty over the airfield at Khormaksar for 
example would produce immediate difficulties about the civil use of 
Khormaksar and about such matters as access and services, e.g.,
water supplies and fuel storage. Another area over which it would 
be necessary to retain sovereignty lay across the trunk road linking 



the two main centres of population in the Colony. Quite apart from 
these serious practica1 difficulties, for which experience in Cyprus 
provided no parallel, there would also be political objections. All 
the advice he had received was; to the effect that a proposal at this 
stage to retain British sovereignty over defined military areas would 
make negotiations for a merger very much more difficult and would 
lessen rather than imp.ove the prospects of a satisfactory settlement. 

In discussion it was agreed that, in spite of the political 
consequences, negotiations for a merger of the Aden Colony with 
the Aden Federation should proceed on the lines already authorised. 

The Prime Minister said that he would wish to discuss further 
with the Ministers concerned the question of retaining sovereignty 
over the military areas. It would be helpful to him if the 
Commonwealth Secretary, together with the Lord Chancellor and 
the Minister of Defence, could give further thought to the issues 
involved and to the relative advantages and disadvantages of the 
various courses open to us. 

The Cabinet— 
(1) Authorised	 the Commonwealth Secretary to proceed with 

negotiations for a merger of Aden Colony with the Aden 
Federation. 

(2) Invited	 the Commonwealth Secretary, in consultation with 
the Minister of Defence and the Lord Chancellor, to give 
further thought to the maintenance of United Kingdom 
control over our present defence facilities in Aden and 
to report their conclusions to the Prime Minister. 

2. The Cabinet considered a memorandum by the Home 
Secretary (C. (62) 131) about Dr. Robert Soblen, a United States 
citizen who had been convicted in the United States of espionage on 
behalf of Russia and sentenced to imprisonment for life. Pending 
his appeal, which was eventually dismissed, he had been released on 
bail and had made his way to Israel. He had been expelled from 
there as an illegal immigrant and placed on an aircraft bound for 
New York. He had arrived at London Airport in transit and in the 
ordinary course he would have been refused leave to land in this 
country; but, shortly before his aircraft landed, he had contrived 
to wound himself so seriously that it became necessary to remove 
him to hospital. Subsequently, a formal notice of refusal of leave 
to land was served on him and, when he had recovered from his 
injuries, he was removed to Brixton Prison until arrangements could 
be made for his departure. An application for habeas corpus was 
made on his behalf, but was rejected by the Divisional Court and 
by the Court of Appeal. Representations were now being made on 
his behalf by Members of Parliament, who had urged that, instead 
of being sent to the United States, he should be allowed to go to 
Czechoslovakia, which would be willing to receive him. 

The Home Secretary said that Dr. Soblen's advisers had now 
decided not to try to obtain leav to appeal to the House of Lords 
on the habeas corpus issue, but to rely instead on political pressures 
for permission for him to proceed to Czechoslovakia. These pressures 
would be based cn the argument that, apart from the self-inflicted 
wounds from which he had now recovered, Dr. Soblen was in an 
advanced stage of leukaemia and that it would be inhuman to compel 
a dying man to return to face imprisonment in the United States. It 
was in fact impossible to predict for how long Dr. Soblen would live, 
and there were no grounds for suggesting that he was unfit to travel. 
There were, however, other difficulties. Espionage was not an 
extraditable offence; and, if a man were refused leave to land under 
the Aliens Order, there was no obligation to send him to his country 
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of origin. I t could therefore be represented as unnecessarily harsh 
to take steps to ensure his return to the United States, instead of 
allowing him to go to Czechoslovakia. The Home Secretary said 
that, even so, on a balance of all the considerations, he recommended 
that Dr. Soblen should be sent to the United States. 

Discussion showed that there was general support in the Cabinet 
for the course recommended by the Home Secretary. Dr. Soblen 
had been convicted of espionage on behalf of Russia, and his 
offence had been sufficiently serious to warrant a sentence of life 
imprisonment; and it would be offensive to public opinion, both in 
the United States and in this country, if he were now allowed to seek 
refuge in a country within the Soviet bloc. If he had not contrived 
to wound himself on arrival at London Airport, he would not have 
been allowed to remain here at all and would have continued on his 
journey to the United States. Now that he had recovered from these 
self-inflicted wounds, it was right that he should be required to 
resume his interrupted journey. 

Further discussion followed on the method and timing of 
answering the representations made on his behalf by Members of 
Parliament. The Cabinet finally concluded that the balance of 
advantage was in favour of a statement in the House of Commons 
on 2nd August. 

The Cabinet— 
(1) Agreed	 that Dr. Robert Soblen should be placed on an 

aircraft bound for the United States, and authorised the 
Home Secretary to make arrangements accordingly. 

(2) Invited	 the Home Secretary to announce this decision in a 
statement in the House of Commons on 2nd August. 

3. The Cabinet had before them a memorandum by the 
President of the Board of Trade (C. (62) 130) on the import of cotton 
textiles from Pakistan. 

The President of the Board of Trade said that, while India and 
Hong Kong had agreed to limit their exports of cotton piece goods 
and made-up goods and to introduce a new restriction on exports of 
yarn, Pakistan had refused to do so. India and Hong Kong had made 
it clear that their agreement depended on Pak i s t an i acceptance of 
similar limitations, and in default of any restriction on imports from 
Pakistan they would feel free to raise the level of their own imports. 
This would create a most difficult situation for the Government who 
were already fully committed, not only to the Lancashire industry but 
also to Parliament, to ensure that the existing level of imports would 
be maintained until the end of 1965. There would also be 
repercussions on the negotiations in Brussels for the United Kingdom's 
entry into the European Economic Community. He had therefore 
reached the conclusion that it would be necessary to impose 
quantitative restrictions on import of cotton textiles from Pakistan 
if she maintained her refusal to accept such restrictions voluntarily. 
This would be the first occasion on which we had restricted imports 
of manufactured goods from a sterling Commonwealth country. 
He had therefore thought it right to seek the Cabinefs authority. 

In discussion the following points were made : 
(a) The political consequences of this action would be serious. 

It would provoke complaint that India was receiving better treatment 
than Pakistan; it would weaken Pak i s tan i support of the Central 
Treaty Organisation and of the South-East Asia Treaty Organisation; 
and it would put a strain on Pak i s tan i relations with the 
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Commonwealth. It would be desirable to consult the High 
Commissioner in Pakistan about the terms of any communication to 
the Pakistan Government and of any public announcement of our 
intentions. 

(b) While it would be essential by one means or another to 
restrict cotton imports from Pakistan to the agreed levels, it would 
be desirable to continue for the time being our efforts to achieve this 
voluntarily. The matter could if necessary be left open for discussion 
with the President of Pakistan when he came to London for the 
Meeting of Commonwealth Prime Ministers in September. In the 
meantime the Pakistan Government should be warned again that 
we might in the last resort have to consider the imposition of 
quantitative restrictions if agreement could not be reached voluntarily. 
The consequent delay in reaching agreement would involve a slight 
risk that imports of yarn from Pakistan might increase above the 
agreed levels, since the previous voluntary agreement about imports 
of yarn had expired on 1st July, 1962; but this must be accepted. 

(c) The Governments of India and Hong Kong could be informed 
at once that the level of imports of cotton textiles from Pakistan 
would continue to be controlled but that a public announcement 
might be delayed until the end of September. 

The Cabinet— 
(1) Agreed	 that, if the Pakistan Government could not be 

persuaded voluntarily to restrict to the existing levels 
their exports of cotton textiles and yarns to the United 
Kingdom, the United Kingdom Government would 
themselves have to take steps to ensure, by one means 
or another, that imports from Pakistan did not exceed 
those levels. 

(2) Invited the President	 of the Board of Trade to consider, in 
consultation with the Commonwealth Secretary, how this 
decision could best be conveyed to the Pakistan 
Government and how they could best be induced to 
accept it. 

(3) Authorised the President	 of the Board of Trade to make it 
plain to the Governments of India and Hong Kong that, 
though a formal announcement might have to be delayed, 
means would be found of maintaining at their existing 
levels the import into the United Kingdom of cotton 
textiles and yarns from Pakistan. 

4. The Cabinet had before them a memorandum by the 
Chancellor of the Duchy of Lancaster (C. (62) 129) reporting the 
result of further consideration by the Future Legislation Committee 
of the legislative programme for 1962-63. 

The Chancellor of the Duchy of Lancaster recalled that, at their 
 meeting on 19th July, the Cabinet had invited him to arrange for the 

 Future Legislation Committee to consider further, in consultation 
with the Ministers concerned, a number of Bills for which it had 
not seemed practicable to provide an assured place in the legislative 
programme for 1962-63. He now proposed that the Bill on Children 
and Young Persons should be included in the main programme. 
Apart from the two small Bills to extend the scope of the Colonial 
Development Corporation and to amend provisions relating to 
Commonwealth Scholarships, there would not be room for more 
than one additional Bill and he had suggested in C. (62) 129 that this 
should be the Companies (Deposits) Bill. It might, however, be 
thought advisable to legislate about contracts of service earlier than 
had been intended. He would consider further with the Secretary 
of State for Scotland the scope of the Bill described as the Criminal 



Justice (Scotland) Bill, for which a place had already been reserved 
in the programme. On this basis the Bills which would have to 
be omitted from the programme for the coming session were 
Administration of Justice (Funds in Court), Airports Authority, 
Public Libraries, Underground Parking and Severn Bridge Tolls. 

In discussion there was general agreement that the Children and 
Young Persons Bill should be included in the main programme. It 
was suggested that the claims of Companies (Deposits) were stronger 
than those of Administration of Justice (Funds in Court), but before 
a decision was taken to include the former further consideration 
should be given to the possibility of a Bill to deal with contracts of 
service. The Companies (Deposits) Bill had already been drafted 
and it would be convenient that the Bill on contracts of service and 
(provided that the problem of funds in court could not be dealt with 
by means short of legislation) the Administration of Justice (Funds 
in Court) Bill should be drafted. Provisions should also be drafted 
to deal with legal aid in civil proceedings and further thought should 
be given to the possibility that these could be included in the same 
Bill with Scottish provisions on legal aid in criminal cases. It was 
not at present intended that the National Incomes Commission should 
be established on a statutory basis, but if legislation proved to be 
necessary for this purpose the programme would have to be adjusted 
to provide for it. 

The C a b i n e t 
(1) Agreed	 to include in the legislative programme for 1962-63 

the Children and Young Persons Bill, the Colonial 
Development Corporation Bill and the Commonwealth 
Scholarships (Amendment) Bill. 

(2) Agreed	 to consider, when The Queen's Speech on the 
Opening of Parliament was in preparation, whether the 
programme should include a Bill on contracts of service 
or the Companies (Deposits) Bill. 

(3) Invited the	 Lord Chancellor, in consultation with the Chief 
Secretary, Treasury, to consider how far the objects of 
the Administration of Justice (Funds in Court) Bill could 
be secured without legislation, and to inform the 
Chancellor of the Duchy of Lancaster of the conclusion 
reached. 

(4) Invited	 the Chancellor of the Duchy of Lancaster, in 
consultation with the Secretary of State for Scotland, 
to consider further the scope of the Criminal Justice 
(Scotland) Bill and in particular whether it should be 
confined to provisions on legal aid. 

(5) Took	 note that the Chancellor of the Duchy of Lancaster, 
as Chairman of the Future Legislation Committee, would 
authorise the drafting of a Bill on contracts of service, 
and of provisions on the investment of funds in court and 
legal aid in civil proceedings. 

Public 5. The Cabinet had before them memoranda by the Chief 
Expenditure Secretary. Treasury (C. (62) 117), on the forecast estimates for 
(Previous 1963-64 and (C. (62) 121) on the level of public service investment 
Reference: in 1963-64. 

£ £ i S L l v The Chief Secretary, Treasury, said that on the basis of present 
Minute 3) forecasts the estimates for 1963-64 stood at a total of £6,080 million. 
Forecast This represented an increase of about £500 million, nearly 81 per 
Estimates cent on the preceding year. The Departmental programmes on 
1963-64 ' which the present forecasts had been based would be subject to 



Public 
Service 
Investment 

detailed scrutiny in the normal way and some economies might be 
expected to result. But if any real impact was to be made on the 
estimates and if the economic policy of the Government required 
substantial reductions, special measures would be required. Among 
the larger increases included in the present forecasts were those for 
defence and for pay; the latter figure assumed that the recent award 
to the Civil Service would be reflected in the months to come in 
corresponding increases in public service remuneration generally. 

In discussion it was the general view of the Cabinet that increases 
of the order now in prospect could only be justified against the 
background of a general expansion in the economy; it was still 
uncertain whether such an expansion could confidently be predicted; 
the present outlook was not wholly encouraging. 

The Cabinet— 
(1) Invited the	 Chancellor of the Exchequer to arrange for an 

examination of the forecast estimates for 1963-64 in the 
light of the general development of the economy over the 
period and to bring his conclusions before them for 
discussion at a later meeting. 

The Chief Secretary, Treasury, said that, while it had been 
possible to secure large reductions in the proposals for public service 
investment originally submitted by Departments, the total increase 
above the level of investment for 1962-63 would probably be about 
9 i per cent. He recalled that the then Chancellor of the Exchequer, 
in a statement in February 1962, had said that under Government 
plans as they then stood the increase would be only about 6 per cent. 
There had, however, been certain changes in the political and 
economic situation since February which might justify the larger 
increase now proposed. Much of the increase would be concentrated 
in local authority housing, in minor works for school building, in 
the building of approved schools and remand homes and in 
miscellaneous local government expenditure. 

The Chief Secretary, Treasury, said that in his own view it would 
be inadvisable to announce at this stage a decision to increase the level 
of public service investment next year. The fact that an increase had 
been authorised would become known in various ways; but, if his 
proposal were accepted, the total levels of investment next year would 
not become known until the publication of the normal White Paper 
in October or November. He should, however, inform the Cabinet 
that the Minister of Housing, who had been unable to be present, 
had expressed the view that it would be of advantage to announce 
immediately the decision to increase the level of housing investment 
next year. 

In discussion there was general agreement that the levels of 
public service investment set out in the Chief Secretary's paper should 
be accepted, but that no public announcement should be made. The 
figures would be published in the normal way at the end of October 
or November. The fact that so large a proportion of the increases 
would involve building work made it important to take every possible 
step to avoid overloading the industry in areas where there was 
already a large volume of building work in progress and to concentrate 
it so far as possible in areas of under-employment. 

The Cabinet— 
(2) Agreed that public service investment for	 1963-64 should be 

at the levels and on the basis set out in C. (62) 121. 
(3) Took	 note that the Prime Minister would arrange for the 

issue of a directive to the Ministers concerned about the 
allocation to particular areas of the country of the 
increased volume of building work which would result 
from this larger programme. 



Educat ion 6. The Cabinet had before them a memorandum by the Minister 
(Previous of Education (C. (62) 128) on the problem of expanding the output 
Reference : f teacher training colleges. Q 

C C  . (62) 34th 
Conclusions, The Minister of Education said that, despite the efforts made to 
Minute 3) reduce the size of school classes, there would probably be about two 
Supply of million children in over-size classes in primary schools in 1970. This 
Teachers represented a serious worsening of the present position, as contrasted 

with the improvement which the Government had hoped to achieve. 
There had been an unexpected increase in the birth-rate, and there 
was an increasing tendency toward early marriage among women 
teachers. Wastage from the latter cause amounted to about half the 
output of teacher training colleges, and the first means of increasing 
the number of teachers should be to encourage women teachers to 
return to the teaching profession after marriage. He proposed to 
investigate, by social survey, the obstacles which stood in the way 
of this. He also believed that, without reversing the decision to base 
teacher training on a three-year instead of a two-year course, it would 
be possible to obtain a larger number of teachers from the present 
training system. There was scope for concentration of the course 
and for extended use of the " sandwich " principle by alternating 
study and a higher proportion of teaching practice. There might 
also be scope for the employment of some form of sub-professional 
grade of teacher; if so, this would enable more efficient use to be 
made of those who were highly qualified. He thought it important, 
however, not to alienate the teaching profession and the universities 
and training colleges by reverting to a two-year course. 

These measures would substantially increase the number of 
teachers available by 1970 but they would not meet the needs in full. 
The National Advisory Council on Teacher Supply had recommended 
the provision of a further 10,000 places in teacher training colleges. 
An expansion of that order would involve capital expenditure of 
£8-10 million and additional running costs of some £6 million a year. 
He would wish to examine further with the Chief Secretary, Treasury, 
the size and the timing of the expansion. But he believed that, unless 
he could accept in principle that some expansion of the teacher 
training colleges should take place, he would not obtain the 
co-operation of the profession in the other measures which he had 
outlined. 

In discussion there was general agreement on the importance 
of increasing the supply of teachers. It would not be expedient to 
press for a reduction of the training period to two years, even for 
teachers of infant classes; and there seemed to be no escape from an 
expansion in the number of training college places. 

In further discussion the following points were raised: 
(a) The plan for expansion would have to be kept under careful 

review in the light of movements in the birth-rate. 
(b) An examination of the obstacles to part-time teaching and 

to the re-employment of women teachers after marriage should be 
put in hand; and, since comparable problems arose in the nursing 
profession, the Health Ministers should be associated with any survey 
undertaken for this purpose. 

(c) Much of the shortage of teachers affected classes for children 
between the ages of five and six. While there would be no advantage 
at present in proposing an alteration in the provisions governing the 
minimum age for compulsory education, the possibility of making 
some change at a more suitable time should be kept under review. 
It might be possible to make education voluntary below a given age 
or to provide that compulsory attendance should begin, not at the 
term immediately following the child's fifth birthday, but at the 
next Michaelmas term. 



Covent Garden 
Market 
(Previous 
Reference : 
C.C. (61) 39th 
Conclusions, 
Minute 7) 

(d) Although problems of teacher training in Scotland were 
somewhat different, the Secretary of State for Scotland should be 
kept in close touch with the studies to be put in hand in England 
and Wales. 

(e) There might be some tactical advantage in ensuring that in 
discussions with educational authorities the Governments proposals 
about the expansion of teacher training colleges were linked with 
proposals about other main items of educational expenditure, such 
as the building programme and school meals and milk. 

The Cabinet— 
(1) Accepted	 in principle that there should be some expansion 

in the programme for providing places in teacher training 
colleges in England and Wales. 

(2) Invited the	 Minister of Education, in consultation with the 
Chief Secretary, Treasury, to consider further the number 
of places to be provided and the timing of the programme. 

(3) Authorised	 the Minister of Education to proceed with the 
other measures to increase the supply of teachers, and to 
make greater use of teaching auxiliaries, set out in 
C. (62) 128. 

(4) Invited the	 Minister of Education, in consultation with the 
Chief Secretary, Treasury, and the Secretary of State for 
Scotland, to consider means of linking, in discussions with 
educational interests, the Governments proposals about 
training college expansion with proposals affecting other 
major items of educational expenditure. 

7. The Cabinet had before them a memorandum by the Minister 
of Agriculture (C. (62) 127) about a proposal for a Private Bill to 
enable the Covent Garden Market Authority to rebuild the Market 
outside the Covent Garden area. 

The Minister of Agriculture said that the Market Authority 
established by the Covent Garden Market Act, 1961 had now 
concluded that another site should be chosen for the Market and 
had asked him to consent to the promotion of a Private Bill in the 
coming session to give power to the Minister to designate a new site 
by the Special Order Procedure. He felt some sympathy with the 
Authority, who were anxious to avoid the loss of time which would 
result if they could not promote a Bill until a site could be specified. 
He was committed to giving his consent to a Bill based on proposals 
which had general support, but he did not regard this undertaking 
as obliging him to consent to a Bill which did not specify a new site. 
To do so would be inconsistent with previous decisions, which had 
made it plain that the Government intended Parliament to have a 
proper opportunity of considering the objections from private 
interests which any new site was likely to attract. In view of the 
difficulties which had arisen in proceedings on the Bill to establish 
the Authority, he had thought it right to inform the Cabinet of the 
possibility that rejection of the Authority's request might stimulate 
some public criticism. 

In discussion there was general agreement that a decision to give 
consent to a Bill which foreshadowed the compulsory purchase of an 
unspecified site could not be defended in Parliament. 

The C a b i n e t -
Invited the Minister of Agriculture to inform the Covent 
Garden Market Authority that he could not consent to the 
promotion of a Bill which did not specify a site for the 
Market. 



Shipping 
(Previous 
Reference : 
C.C. (62) 49th 
Conclusions, 
Minute 7) 

Cabinet
1st

8. The Cabinet had before them a memorandum by the Minister 
of Transport (C. (62) 125) on the report of the Advisory Committee 
under Lord Rochdale which had been appointed to examine the 
working of major docks and harbours in Great Britain. 

The Minister of Transport said that the conclusions of the report 
were controversial, and the longer the Government delayed the 
announcement of their decisions the more pressure would be exerted 
by the interests concerned for special treatment and for subsidies. 
He was for this reason anxious to make rapid progress. Under the 
proposals summarised in his memorandum official discussions would 
be pursued during August and September, and would be followed 
by discussions with outside bodies as soon as the report had been 
published in the autumn. He would hope that decisions would then 
be taken on some of the recommendations and that a White Paper 
would be published embodying these. There would then be less 
scope for the mounting of a campaign against the Committee's 
conclusions. He also sought the Cabinefs authority to establish a 
National Ports Authority on a non-statutory basis: though it would 
have no power to compel action, it could make a useful preliminary 
contribution by collecting information and framing plans for 
subsequent execution by a statutory body. 

In discussion it was suggested that after officials had considered 
the report, but before any discussions had taken place with outside 
authorities, the Minis ters proposals should be considered in more 
detail by the Economic Policy Committee. It would also be desirable 
for the Minister to keep in touch with the Secretary of State for 
Scotland on the implications of the report for Scotland. 

The Cabinet— 
(1) Approved the proposals outlined in C.	 (62) 125 for handling 

the Rochdale Report on docks and harbours. 
(2) Invited	 the Minister of Transport to bring more detailed 

proposals before the Economic Policy Committee for 
consideration and approval before any discussions were 
held with outside authorities. 

(3) Took note that the Minister of Transport would consult with 
the Secretary of State for Scotland on the economic and 
social implications of those recommendations in the 
report which concerned docks and harbours in Scotland. 

Office, S.W.1. 
August, 1962. 
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1. The Prime Minister informed the Cabinet that a written 
brief had been prepared for the Lord Privy Seal on the lines agreed 
at their meeting on 31st July. The Lord Privy Seal had now been 
joined in Brussels by the Commonwealth Secretary and discussions 
with the Six on Commonwealth agricultural interests would be 
taking place on that and the following days. United Kingdom 
amendments to the terms of the proposed arrangements had now 
been communicated to the Six. 

The Cabinet— 
Took note of the Prime Ministers statement. 

2. The Prime Minister informed the Cabinet of the substance 
of the discussions which he and the Commonwealth Secretary had 
had with the Prime Minister of Malaya during the previous weekend 
on the project for a Greater Malaysia. While the eventual 
agreement conformed with the essential principles of the report of 
the Commission headed by Lord Cobbold, the timing of the 
inauguration of Greater Malaysia would be found, when the report 
of the Commission was published, to differ from the recommenda
tions by the United Kingdom members of the Commission. This 
discrepancy in timing, while it might well be criticised, did not in 
any way affect the substance of the principal recommendations of 
the Commission. 

The Cabinet— 
Took note of the Prime Minister^ statement. 

3. The Foreign Secretary said that the United States 
Government, with some support from Belgium, were still seeking 
international agreement to a policy of economic sanctions against 
Katanga. One proposal that had been made was that other countries 
should voluntarily boycott imports of Katangan copper. While only 
a small proport ion of the total exports from Katanga was ordinarily 
bought in this country, the output of copper from this source was 
handled in the main through the London Metal Exchange. In the 
view of the Foreign Secretary and the President of the Board of Trade 
the proposed boycott would be dangerous, and particularly damaging 
to our commercial interests; and on this ground alone it seemed 
right that we should refuse to be associated with the application of 
such a measure. 

The C a b i n e t -
Agreed that the United Kingdom Government should not 
be party to an embargo on imports of Katangan copper. 

*4. The Prime Minister said that consideration of the broad 
issues of defence policy which would need to be settled before the 
Estimates for the forthcoming financial year were prepared had 
revealed points of such importance as to require the attention of the 
Cabinet. The most important of these concerned the future of the 
Ajrniy's nuclear weapon BLUE WATER. 

The original intention behind the development of these so-called 
tactical nuclear weapons had been to interpose a stage between 
small-scale military aggression and the outbreak of strategic nuclear 



war. The British contribution to the Western strategic nuclear 
deterrent was assured, since the cancellation on military grounds of 
B L U E STREAK, by the deployment of B L U E STEEL, and 
subsequently SKYBOLT, with the V-bombers of the R.A.F . The 
British Army of the Rhine had been equipped with the tactical nuclear 
weapons H O N E S T J O H N and C O R P O R A L , both of United States 
origin - the next generation of weapons was to consist of the United 
States S E R G E A N T and the United Kingdom B L U E W A T E R , 
which although it would come into service later than S E R G E A N T 
was certainly a better weapon. 

It was becoming increasingly clear that the concept of a war of 
movement on the European front v/ith the employment of modern 
nuclear weapons, but without the exchange of strategic nuclear 
weapons, was untenable. The scale of devastation which would be 
caused by the use of the thousands of so-called tactical nuclear 
weapons already at the disposal of Allied Command, Europe, would 
be comparable with the effects of strategic nuclear bombardment . If 
nuclear weapons were to be used for the purpose of enforcing a pause 
in hostilities and thus allowing time for negotiations even after war 
had broken out, this seemed to require no more than the provision 
of limited numbers of nuclear weapons under the direct control of 
the Supreme Commander. The President of the United States was 
known to be concerned at the possible consequences of his 
predecessor^ policy of disseminating large numbers of tactical 
nuclear weapons in Allied Command, Europe, and of delegating 
authority for their use to subordinate commanders. 

The first question for this country was whether we ought to 
proceed with the policy of arming United Kingdom formations with 
weapons of this sort, seeing that we doubted the validity of the 
military case for them and could expect that our allies would come 
to share these doubts before the weapons themselves came into 
service. 

The second question was how best to present the case for 
dispensing with tactical nuclear weapons in view of the fact that most 
of our allies were already committed to them and that the British 
Army stood in line with other armies which expected to be equipped 
with S E R G E A N T S . 

The Minister of Defence said that the Chancellor of the 
Exchequer and he had reached complete agreement on the defence 
programme to be adopted. The financial and other resources of the 
country were in danger of being so seriously overstrained by the 
attempt to fulfil our existing defence policy that our forces would 
not be adequate to give effect to it in any theatre. Apart from the 
need to re-examine future defence policy, there was an urgent need 
for substantial economies. In regard to BLUE WATER, it seemed 
increasingly doubtful whether the sort of campaign in which B L U E 
W A T E R would be used could ever take place. This was not to say 
that opinion in military circles in the United States and in the North 
Atlantic Alliance would easily be brought to accept our conclusions. 

It was essential to provide a replacement for the Canberra 
bombers in the shape of the TSR 2. In his view and in the view of 
the Air Staff the TSR 2 would be capable of satisfactorily discharging 
the role planned for BLUE W A T E R on the European front. On the 
other hand, the Chief of the Imperial General Staff could not accept 
this view, which had not been accepted by any other army in the 
Alliance and would result in depriving the Army of control of what 
they still regarded as their own heavy artillery. 

The Minister said that, in his judgment, the importance of 
achieving finality on a number of extremely important defence 
projects depending on the proposed economies in tactical nuclear 
weapons was such as to outweigh these objections. But the 
presentation of the decision to cancel BLUE W A T E R would require 
extremely careful handling. 
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The Secretary of State for War said that the origin of the 
proposals now before the Cabinet had been a financial review of 
the cost of defence programmes: the proposals as they stood 
amounted to no less than a reversal of the defence policy embodied 
in the White Paper of 1957, which had been based on small all-regular 
forces adequately equipped with the most modern weapons, including 
nuclear weapons. The credibility of the defensive strategy of the 
North Atlantic Alliance depended on the threat of the use of tactical 
nuclear weapons with its implication of escalation to strategic 
nuclear exchange. The Army were unconvinced that any aircraft 
could replace missile launchers under Army control. The latter 
would be mobile and could be relied upon to operate in all conditions 
of weather with extreme precision. Aircraft on the other hand were 
likely to be lost in fulfilling other missions and might well be put out 
of action by the destruction of their airfields. This was also the view 
of the Supreme Allied Commander, Europe, whose requirements 
included for the whole European front the provision of missile 
launchers as well as strike aircraft. If all other sectors of the 
European front were equipped with S E R G E A N T and the British 
sector had no missile launchers, this would invite a concentrated 
attack on British troops. Even if it were possible to devise 
conventional artillery which would prove to be an effective substitute 
for BLUE WATER, this alternative seemed impracticable since it 
would require more men and would take more time. The damage 
to the morale of the Army would be enhanced if, as seemed probable, 
the Supreme Allied Commander, Europe, felt obliged to dissent 
publicly from the view that aircraft could be accepted as a substitute 
for BLUE WATER. 

In discussion the following points were made: 
(a) The main deterrent to Russian aggression was the strategic 

nuclear striking force of the United States and the United Kingdom. 
It was not clear that any supplementary nuclear deterrent was 
required that could not be provided by the great number of nuclear 
weapons already deployed in Europe, with the addition of the 
TSR 2. 

(b) It might be possible to find ways of saving nearly as much 
money in the Defence Estimates by curtailing the production of 
other weapons such as T H U N D E R B I R D II and providing fewer 
B L U E W A T E R missiles, as by the cancellation of BLUE W A T E R ; 
this however, would mean dangerously weakening the conventional 
armament of the land forces, whereas policy required increasing 
conventional strength. 

(c) The industrial consequences of cancelling BLUE W A T E R 
would be serious. The Government were in some sense morally 
committed to maintain the strength of the aircraft industry by the 
allocation of contracts for guided missiles. On the other hand, given 
appropriate redundancy arrangements, there should be no great 
difficulty in ensuring the re-employment of the workers affected at 
Stevenage. 

(d) The probability of continued disturbances outside Europe 
which would call for British military intervention was much greater 
than the likelihood of any war in Europe. If the balance of 
expenditure of resources were not shortly altered, it might become 
impossible to fulfil requirements in other parts of the world because 
of the excessive demands for support of the European front. It was 
an important feature of the agreement between the Chancellor of the 
Exchequer and the Minister of Defence that projects which were vital 
for the fulfilment of our requirements in the rest of the world could 
be assured if the economies in the nuclear armoury were made. 

(e) The Foreign Secretary said that, while the conception of an 
European battle lasting some weeks and involving the use of nuclear 
weapons on a large scale was rightly being challenged, the theory 
of the limited use of nuclear weapons to dictate a pause in military 



operations which might have begun through miscalculation on the 
enemy's part probably remained valid. For this purpose, the 
weapons in question ought to be under the control of a tactical 
nuclear weapons command, directly subordinate to the Supreme 
Allied Commander, Europe. It would be desirable, if possible, to 
find time to discuss this conception with the United States and the 
rest of the Alliance (though not necessarily to submit to their 
judgment) before we were committed to depriving the Army of what 
they regarded as their essential weapon. 

(/) The Chancellor of the Exchequer suggested that an approach 
to our allies might be on the basis that we were satisfied that there 
was no valid military requirement for large numbers of tactical 
nuclear weapons under the control of forward Army units, and that 
we had therefore decided to expend no more resources upon the 
development of B L U E WATER. We could also state publicly that 
in the event of our failure to persuade our allies of the justice of 
this view by the date on which BLUE W A T E R might be expected 
to come into service, we could rely upon the availability of 
S E R G E A N T S : while this might serve to alleviate the damage to 
the morale of the Army we should of course continue to work for 
a change in the strategy of the North Atlantic Alliance which would 
make such a course unnecessary. 

(g) The Minister of Defence said that it would be difficult to 
pursue at the same time a policy of trying to persuade our allies of 
the uselessness of BLUE WATER and a continuance of 
expenditure at the rate of £25,000 a day on the development of that 
weapon: this difficulty was greatly exacerbated by the detailed 
publicity which had been given in the Press to the position which 
he himself had felt obliged to adopt in discussion with his colleagues. 

Summing up the discussion the Prime Minister said that any 
public announcement of the cancellation of BLUE W A T E R at the 
present time must at least cast some doubt on the validity of the 
present strategy of the Alliance. It would however be unwise to 
announce that we should propose to acquire S E R G E A N T S in the 
event of our failure to persuade our allies of the lightness of our 
strategic concepts, because this would greatly strengthen the hands 
of those in the United States who were concerned to increase the 
sales of SERGEANT. It would be better to insist on the capability 
of the TSR 2 aircraft to discharge whatever role might remain to 
be performed by nuclear weapons in the front line. Any public 
announcement should include confirmation of the Governments 
decision to proceed with the TSR 2, the third nuclear-powered 
submarine and the other important and expensive items in the 
defence programme which could be justified on wider considerations 
than applied to BLUE W A T E R . Ministers would wish to have 
further time for reflection on these matters before reaching final 
decisions: in the meanwhile drafts should be prepared of a public 
announcement on these lines and of a communication which he 
might make to the President of the United States, informing him of 
the Governments decision and of the reasons for it. 

The Cabinet— 
(1) Took	 note that the Prime Minister would arrange for the 

preparation of a draft of a public announcement 
explaining the cancellation of BLUE W A T E R together 
with the draft of a message which he might send to the 
President of the United States. 

(2) Agreed	 to resume their discussion at a further meeting to 
be held later that day. 
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*The Prime Minister informed the Cabinet of the substance of 
the message which in the light of their discussion earlier in the day 
he now proposed to send to President Kennedy. The object would 
be to inform the President of the lines on which our strategic thinking 
was developing, to explain the considerations which had led the 
Government to cancel the development of BLUE WATER and to 
ask for his views. 

The Cabinet then considered the text of a possible public 
announcement of the decision to cancel B L U E WATER. It was 
agreed in discussion that the statement should not openly question 
at this stage the validity of the present strategy of the North Atlantic 
Alliance, but should indicate that a review of strategy was in progress; 
that increasing doubts were being expressed about the large-scale 
use of tactical nuclear weapons in a continuing land batt le; that as 
B L U E W A T E R would not add significantly to the total nuclear 
capacity of the alliance, which was already large and increasing, the 
Government had decided not to proceed further with its development; 
but that the Government would ensure in the event that whatever 
decision might be reached about the command, control and 
deployment of tactical nuclear weapons in the alliance, the British 
Army of the Rhine would have nuclear support of equivalent strength 
to that available to other national contingents. It was also the general 
feeling of the Cabinet that any public statement on these lines should 
be deferred until some reply from President Kennedy to the Prime 
Minis ters message had been received. It would also be desirable, 
before any public statement was made, that the Minister of Defence 
should discuss the implications of the decision and the Governments 
reasons for it with the Supreme Allied Commander, Europe, General 
Norstad, and that the Minister of Aviation should arrange for 
confidential notification to the aircraft industry at a suitable time. 

In further discussion the following points were made— 
(a) It would be necessary to inform the Australian Government 

in suitable terms about the decision to cancel BLUE W A T E R in view 
of the effect which this decision would have on the programme of 
work at the guided weapons range at Woomera. 

(b) The proposed withdrawal of OR-351—the joint Royal Air 
Force and Army requirement for a replacement for the Beverley and 
the Hastings—should be left in abeyance until the Minister of Defence 
had had an opportunity to discuss with the United States Secretary of 
Defense the possibility of Anglo-United States co-operation in this 
field. 

(c) The situation in Northern Ireland was giving rise to increasing 
concern and, if no further work were found for Short and Harlands, 
there would be serious political and economic effects. It would, 
therefore, be necessary to take an early decision about orders for 
the VC-10 aircraft, some of the work on which could be sub-contracted 
to Shorts. 

(d) Present plans should be based on the assumption that the 
Royal Air Force would have only 10 Lightning squadrons. 

The C a b i n e t 
(1) Agreed that BLUE W A T E R should be cancelled. 
(2) Took note that the Prime Minister would communicate	 with 

President Kennedy on the lines agreed in their discussion. 
(3) Invited	 the Minister of Defence to arrange for the Prime 

Minister of Australia to be informed of the Governments 
decision and of the reasons for it. 



(4) Invited the	 Minister of Defence to inform General Norstad 
of the Governments decision and to discuss its 
implications with him. 

(5) Invited	 the Minister of Aviation to arrange at a suitable 
time for the aircraft industry to be informed in confidence 
of the Governments decision. 

(6) Took	 note that the Prime Minister would arrange for the 
drafting of a public announcement of the Governments 
decision on the lines approved in their discussion, but 
agreed that the announcement should not be made until 
President Kennedy had had an opportunity to reply to 
the Prime Ministers message. 

(7) Invited	 the Minister of Defence, in consultation with the 
Chancellor of the Exchequer and the other Ministers 
concerned, to reach an early decision on orders for VC-10 
aircraft with a view to sub-contracting some of the work 
involved to Short and Harlands in Belfast. If possible 
this decision should be taken before the public announce
ment of the decision to cancel B L U E WATER. 

(8) Agreed	 that the withdrawal of OR-351—the requirement 
for a freight aircraft to replace the Beverley and the 
Hastings—should be held in abeyance. 

(9) Agreed	 that development and production of the TSR-2 
should proceed. 

(10) Agreed that in other respects the defence programme should 
go forward on the basis agreed between the Minister of 
Defence and the Chancellor of the Exchequer. 

Cabinet Office, S.W.1, 
7th August, 1962. 
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Europe 
Common 
Market 
Negot ia t ions: 
Commonweal th 
Implications 
(Previous 
Reference: 
C C . (62) 53rd 
Conclusions, 
Minute 1) 

1. The Cabinet had before them a memorandum by the 
Lord Privy Seal (subsequently circulated as C. (62) 136) reviewing the 
state of the negotiations on the United Kingdom's application to join 
the European Economic Community and setting out the main 
questions for consideration at the forthcoming Meeting of 
Commonwealth Prime Ministers. 

The First Secretary of State said that the Common Market 
Negotiations Committee had discussed this memorandum at their 
meeting on 20th August and endorsed its conclusions. For the 
African and Asian members of the Commonwealth it had been 
possible to negotiate arrangements which would enable us to claim 
that we had fully discharged our obligation to see that their essential 
interests were safeguarded. For manufactured goods from the 
developed countries of the Commonwealth arrangements had been 
worked out which were as favourable as could be expected. The 
negotiations on raw materials had still to be completed, and it seemed 
possible that for lead and zinc we might only get duty quotas and for 
aluminium a small reduction in the common external tariff. 
Similarly, on processed agricultural foodstuffs, we might have to settle 
for delayed application of the common external tariff together with 
duty quotas and tariff reductions for the more important items. The 
problems presented by the raw materials and the processed 
agricultural products were practical ones on which we should have 
to negotiate the best terms possible. 

The central problem was, however, the treatment of temperate 
agricultural products from the older Commonwealth countries. This 
would turn mainly on the price policy to be adopted by the enlarged 
Community. The Six had been brought to state their intention of 
pursuing a price policy which would offer reasonable opportunities 
for imports of temperate foodstuffs—with a special reference to 
Commonwealth suppliers. This, together with the assurances about 
world-wide agreements and about more limited agreements where 
world-wide agreements were not negotiable, was what we had to offer 
Canada, Australia and New Zealand as the long-term solution, and it 
was clear that the Six were not going to agree to any substantial 
changes in these proposals. The Common Market Negotiations 
Committee had considered the possibility of negotiating separate 
arrangements for New Zealand and had agreed that we should, in 
the first place, attempt to turn the Six's recognition of New Zealand's 
special position to advantage in obtaining better general arrangements 
for temperate foodstuffs and leave to a later stage the possibility of 
securing additional safeguards confined to New Zealand. The 
attitude adopted by the Prime Ministers of Australia and New 
Zealand would be all-important to the success of the Commonwealth 
Meeting; and it was to be hoped that they would be able to agree 
that the arrangements which now seemed likely to emerge from 
the Brussels negotiations represented a fair settlement. The 
Commonwealth Prime Ministers should be urged to view their 
particular problems against the background of the strong economic 
and political arguments in favour of our joining the European 
Economic Community. 

The Lord Privy Seal made a full report on the Ministerial session 
of the Brussels negotiations which had adjourned on the morning of 
Sunday, 5th August. 

In discussion the following points were made on the various 
sections of the memorandum by the Lord Privy Seal: 

Association 
(a) The question whether the Federation of Rhodesia and 

Nyasaland should be associated as an independent country or a 
dependent territory had been left open. If neither of these forms 



of association proved practicable, a Morocco-type protocol should 
be negotiable, although the Government of the Federation were at 
present disinclined to consider this possibility. It would be preferable 
to avoid any formal discussion of this question at the forthcoming 
Meeting of Commonwealth Prime Ministers: the position should be 
explored further in private talks with the Federal Prime Minister. 

(b) Some of the Commonwealth countries concerned had already 
indicated their intention of accepting association. No special pressure 
should be applied to induce the others to make up their minds during 
the Commonwealth Meeting. It could be shown that they would 
be better off economically if they accepted association, but we should 
not risk the expression of differences which would follow if some of 
them were brought to declare that , for political reasons, they were 
unable to accept this status. The fact that the institutional 
arrangements had not yet been settled was a sufficient reason for not 
pressing them to reach final decisions at this stage. 

India, Pakistan and Ceylon 
(c) In the Brussels negotiations we had obtained substantial 

benefits for these countries both in the short and the long term. The 
Indians had asked that tariffs should not be imposed pending the 
comprehensive trade agreements which the enlarged Community had 
undertaken to negotiate; and both they and the Pakistanis seemed 
to be under-estimating what we had been able to secure. It was 
untrue that more attention had been paid in the negotiations to the 
interests of the older Commonwealth countries: in fact, the remedial 
action secured for the Asian members and the rate at which the 
common external tariff would be applied to them were on more 
favourable terms than we had been able to obtain for the developed 
countries of the Commonwealth. Moreover, the nil tariff on tea 
gave the Asian members a valuable opportunity to expand their sales 
to the enlarged Community, in addition to its protection of their 
market in the United Kingdom. 

Temperate agricultural products 
(d) The Lord Privy Seal said that in his opening statement in the 

negotiations he had used the expression " the opportunity of 
comparable ou t l e t s " without defining it further. We had later 
defined it as meaning access without quantitative restrictions up to 
traditional quantities on fair terms of competition. At first we had 
said that the traditional quantities should be based on Commonwealth 
exports to the Community as a whole, although we had not expected 
this to be accepted. The Brussels conference paper which had 
emerged from the Ministerial meeting on 5th August provided that 
there would be no quantitative restrictions, except in the event of 
disruption of the market, not only in the United Kingdom but also 
in the whole of the Community: and to this extent it was an 
improvement on the comparable outlets concept. The terms of 
competition were more difficult to assess. We had, however, secured 
the advantage of the intra-Community preference, although on a 
reducing basis, for commodities where Commonwealth countries 
enjoyed a preference in the United Kingdom, and provision for 
remedial action if the application of the intra-Community preference 
were to cause a sudden decline in Commonwealth trade. We had 
also obtained, through the declaration on price policy, an undertaking 
about reasonable opportunities, not only in the United Kingdom 
market but in the Community as a whole and not limited in time. 
The importance of this could be seen when considering the level of 
present Commonwealth exports of temperate foodstuffs to the 
Communi ty : for example, Canada at present exported £70-1 million 
of cereals to the United Kingdom and £42-6 million to the 
Communi ty ; and the corresponding figures for Australia were 
£19-5 million to the United Kingdom and £19-4 million to the 
Community. 



(e) If we did not join the Economic Community it was to be 
expected that Commonwealth exports to the Community would 
progressively decline. 

(/) The undertaking of the Community to subject their price 
policy to " confrontation " with the price policies of other producers 
in the context of world-wide agreements meant more than was 
conveyed by the English word. Similarly, " r easonab le" in the 
undertakings about a " reasonable price policy " and " reasonable 
opportunities " in its markets for exports meant more in French than 
in English. 

(g) The provisions of the conference text on temperate foodstuffs 
were complicated, difficult to understand and difficult to present to 
public opinion, which would be more interested in knowing whether 
they appeared acceptable, or at least tolerable, to Australia and 
New Zealand. 

(h) The Six had not worked out their idea of a special 
arrangement for New Zealand and the French had even been reluctant 
to see it put forward. We should certainly try to take advantage 
of this move to get the best possible general solution for temperate 
agricultural products and then to obtain something extra for New 
Zealand, possibly on the lines of better and prompter remedial 
measures. 

(/) The arrangements for butter might well be a test case for' 
judging the intentions of the Community towards Commonwealth 
exporters. There was a great disparity between New Zealand and 
French sales of butter to the United Kingdom, but the French had a 
large surplus production and wanted a larger share of the United 
Kingdom market, which could be expected to contract when prices 
were raised. 

Summing up, the Prime Minister said that the provisional 
arrangements reached on association and for India, Pakistan and 
Ceylon could be considered advantageous. Public anxiety would 
be concentrated on the arrangements for the older Commonwealth 
countries, especially Australia and New Zealand. At the forthcoming 
Commonwealth Meeting a great responsibility would rest with the 
Prime Minister of Australia. But the proposals which had emerged 
so far in the Brussels negotiations could be put forward as fair and 
reasonable protection for Commonwealth economic interests. There 
should be less difficulty in dealing with any fears that might be 
expressed about the political implications for the Commonwealth 
of joining the European Communities. 

The C a b i n e t -
Took note, with approval, of the memorandum by the 
Lord Privy Seal and agreed that it provided a satisfactory
basis for the discussions at the forthcoming Meeting of 
Commonwealth Prime Ministers. 

Europe 2. The Cabinet had before them a memorandum by the 
Common Minister of Agriculture (subsequently circulated as C. (62) 137) 
Market outlining the implications for United Kingdom agriculture of the 

^otiat ions: current negotiations on the United Kingdom's application to enter 
United K ingdom,  ,  European Economic Community. c

Agriculture . 
(Previous The Minister of Agriculture said that the most important single 
Re c e rence : s ifeguard for United Kingdom agriculture would have been the 
C.C. (62) 53rd ndefinite continuance of the right to take unilaterally such action 
Conclusions, night be thought necessary to supplement farmers' incomes. It 
v i n u e 1) ! iot been possible to obtain agreement to this, and it was now 

envisaged that any such remedial action should apply throughout the 



Community and be taken only with Community agreement. This 
might or might not produce a satisfactory answer for our farmers 
on any particular occasion; but it would certainly be difficult to 
present to them as a substantial safeguard. 

In general the present course of the negotiations would involve 
higher prices for cereals but lower prices for most other products. 
Since the increased price of cereals would increase the cost of 
feedingstuffs, the farmers would lose on both counts. 

One continuing difficulty was that for many products for which 
the Six had not yet settled their own policy they would, in all 
probability, have reached agreement before we joined the Community. 
This inhibited our freedom of action in two ways: until we were 
members of the Community we could not protect our own interests 
by the use of the veto; and, while in theory we should have equal 
rights of negotiation once we had become members, we should then 
be faced with a united front which the Six would probably have 
reached as a result of hard or difficult bargaining and which they 
would not lightly modify. It was however possible to envisage an 
interim stage in which we had shown so clearly our intention to join 
the Community that the Six would be prepared to admit us as parties 
to negotiations; and this would be of great practical help in securing 
a more favourable decision on some of the outstanding points. 

The First Secretary of State said that under any possible 
settlement of the issues which directly affected United Kingdom 
farmers there would be strong criticism of the Government and 
possibly some genuine hardship. The Government would have to 
accept the impossibility of finding a solution which would command 
general approval. Against this background, he considered that the 
Governments course of action should be developed along two lines. 
In the first place, it would be necessary to defer final decisions until 
agreement had been reached on the treatment of those commodities 
on which negotiations were still in progress, and to give more precision 
to the criteria under which, and the means by which, the Community 
would undertake to intervene to support agricultural interests in cases 
where the application of Community policy had led, or seemed likely 
to lead : to serious loss of income. Secondly, it would be necessary 
to present the Governments policy to the farming community in 
terms of the economic realities of our present position. In present 
circumstances our domestic agriculture was supported by large direct 
grants which depended in turn on our general prosperity. There were 
powerful arguments to show that our ability to maintain our overall 
prosperity would be seriously jeopardised if we failed to join the 
Community, and for this reason the risks which the farming 
community would be called upon to accept were in their own 
long-term interest. It was not, in other words, a straight choice 
between joining the Community or continuing the present state of 
affairs : the Community existed and, if we failed to join it, our general 
industrial position would decline; and the last state of United 
Kingdom agriculture would then be far worse. 

In discussion the following points were made : 
(a) The position both in Northern Ireland and in Scotland, where 

mutton was of particular importance, would need to be kept in mind 
in the course of the current negotiations. 

(b) It must be accepted that on agriculture the Governments 
case could not be argued in general terms, but would have to be 
presented in terms of its effect on particular commodities and 
particular interests. 

(c) Horticulture presented special problems which would take 
time to solve. It would for this reason be necessary to negotiate the 
longest possible transitional period. We had originally thought in 
terms of a five-year stand-still period to be followed by a five-year 



transitional period. Over such a period, the situation in the main 
horticultural areas might well be affected by other developments, 
e.g., by population movements and the building of new towns. 

(d) It would probably be possible to arrange for the debate on 
the Common Market at the forthcoming Conservative Party 
Conference to be short if it were understood that a special conference 
on this subject would be held at a later date. It would be desirable 
that such a special conference should not be held until after there had 
been a further debate in the new session of Parliament. 

The Cabinet— 
Took note of the position described by the Minister of 
Agriculture and of the points made in their discussion. 

3. The Cabinet had before them a memorandum (C. (62) 132) 
by the Foreign Secretary describing the proposals for securing a 
political settlement in the Congo which had now been agreed with 
the Governments of the United States. Belgium and France, and 
seeking the Cabinefs authority to offer $2 million in short-term 
financial aid to the Congo and to indicate that we should be prepared 
to contribute about $10 million a year over a period of 
about four years as a contribution to a long-term international 
reconstruction plan. 

The Foreign Secretary said that the plan for national 
reconciliation in the Congo had now been put to Mr. Adoula, the 
Prime Minister of the Central Government of the Congo, and to 
Mr. Tshombe, the Prime Minister of Katanga. This envisaged 
interim arrangements for an equal division of revenue between 
the provinces and the Central Government, agreement by the 
Central Government to a federal form of Constitution, and 
an international plan for the reconstruction of the Congo 
under the general supervision of the United Nations and the 
International Monetary Fund. Mr. Adoula had already accepted 
the plan and Mr. Tshombe was under pressure to do so. If the 
plan were not in the event accepted and put into force it was 
likely that economic sanctions would be applied to Katanga with the 
threat of military action to follow. Such a development was to be 
avoided at all costs. The likelihood of the plan being accepted was 
bound to be affected by the scope and effectiveness of the international 
plan for reconstruction which formed an important part of it; and 
for this reason he thought it would be in our interest to make clear 
our intention to support the plan from the outset to the extent set out 
in his paper. The sums involved were inconsiderable by comparison 
with those which would be at stake if fighting in the Congo were to 
break out again on any considerable scale. 

The Chief Secretary, Treasury, said that our approved 
commitments for oversea aid already exceeded by some £20 million 
a year the figure of £180 million which had hitherto been taken as 
a ceiling. Further demands were on the way, in particular from 
Kenya, Southern Rhodesia, Malta and Laos. It was open to doubt 
whether the claims of the Congo should be given so high a priority 
in the allocation of our over-strained resources as the present 
proposals would imply. Our commercial stake in the Congo was 
not substantial; total United Kingdom assets amounted to something 
less than £30 million, and exports were running at an annual level 
of about £4 million. He would have no objection to a grant of 
$2 million as short-term emergency aid: but he considered that no 
firm offer of long-term aid should be made at the present stage. 



Germany 
Berlin 
(Previous 
Reference: 
C.C. (62) 50th 
Conclusions, 
Minute 3) 

Cabinet

In discussion it was the general view of the Cabinet that it would 
at this stage be unjustifiable to enter into a firm commitment to grant 
long-term aid of any specified amount, and that it should be sufficient 
to offer to discuss with the other countries concerned the amount 
and nature of the aid which it might be reasonable to offer in support 
of a settlement. It was also agreed that in the event of the imposition 
of economic sanctions involving proposals for an embargo on 
purchases of Katangan copper, we should maintain our purchases of 
copper at their present level. While we could not be a party to the 
imposition of an embargo we should not seek to take advantage of 
the fact that other countries might see fit to impose one. 

The Cabinet— 
(1) Authorised	 the Foreign Secretary to offer $2 million in 

short-term aid to the Congo and to seek a commercial 
credit of similar size from business firms. 

(2) Authorised	 the Foreign Secretary to continue discussions 
with the other countries concerned about a long-term 
international reconstruction plan for the Congo and to 
indicate in terms to be agreed in consultation with the 
Chief Secretary, Treasury, our willingness in principle to 
contribute to such a plan. 

(3) Agreed that if attempts were	 made to place an embargo on 
purchases of Katangan copper United Kingdom purchases 
should continue at their present level. 

4. The Foreign Secretary said that a dangerous situation had 
arisen in Berlin as a result of the action of the East German police in 
leaving a young man to die, within sight of the people of West Berlin, 
after he had been shot when attempting to escape from the eastern 
sector. This had provoked angry demonstrations, including the 
stoning of the 'bus which each day carried Russian soldiers to the 
Soviet War Memorial in the western sector. The Mayor of West 
Berlin had, however, done his utmost to steady the population, and 
it seemed likely that the situation would be kept under control. I t 
seemed best to leave it to the local Commandants to consider whether 
any further precautions could usefully be taken. 

In the diplomatic exchanges on the future of Berlin there had 
been no fresh developments. The Soviet Government, though they 
had rejected every proposal put forward by the Western Powers, still 
seemed to be in no hurry to conclude a separate peace ti-eaty with 
East Germany. It was possible that they might have it in mind, as 
a next step, to raise the problem in the United Nations. 

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

 Office, S.W. 1, 
23rd August, 1962. 
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1. The Foreign Secretary said that the United Nations 
proposals for securing a political settlement in the Congo, which had 
been drawn up in agreement with the Governments of the United 
States, the United Kingdom and Belgium and with the acquiescence 
of the French Government, had now been accepted in general terms 
by Mr. Tshombe, the Prime Minister of Katanga, and by Mr. Adoula, 
the Prime Minister of the Central Government of the Congo. The 
plan was essentially reasonable and there was a fair prospect that it 
would bring about a reconciliation between the Central Government 
and the provincial governments, including Katanga. But there was 
some risk that incidents due to mishandling by local representatives 
of the United Nations would provide Mr. Tshombe with further 
grounds for delay. On the previous day a clash between his forces 
and Indian troops at a road block had led him to claim that it was 
the object of the United Nations to destroy Katanga. 

The Cabinet— 
Took note of this statement by the Foreign Secretary. 

 2. The Foreign Secretary said that the Soviet Government had 
 declared their willingness to defer discussions on the future status of 

 Berlin until after the Congressional Elections in the United States. 
 This suggested that they were still reluctant to conclude a separate 

 treaty of peace with East Germany. The Foreign Secretary hoped 
 that during the General Assembly of the United Nations he would 

 be able to have further talks with the United States Secretary of State 
and the Soviet Foreign Minister. 

Owing to difficulty in controlling crowds and preventing a 
recurrence of incidents when the Soviet War Memorial guard used 
the crossing-point in the Friedrichstrasse, the Western Commandants 
had arranged for the guard to use instead the Sandkruk Bridge, which 
was in the British sector and much closer to the War Memorial. 
During the few days since this route had been in use the Soviet 
authorities had sent in the guard in armoured vehicles and the 
Commandants feared that if this practice, which was forbidden 
(except under escort) by quadripartite regulations, were permitted to 
continue it would be the prelude to excursions by Russian armoured 
vehicles into other parts of the city. They had therefore, after due 
warning to the commander of the guard, informed the Commander 
of Soviet troops that if the next relief of the guard on 15th September 
arrived in an armoured vehicle it would not be allowed to proceed. 

In discussion it was suggested that it was reasonable that the 
Russian soldiers should travel to the War Memorial in an armoured 
vehicle to protect themselves against stoning; and it might be prudent 
to wait and see whether any attempt was made to extend the use of 
such vehicles before taking preventive action. It was, however, the 
general view of the Cabinet that, in the light of past experience of 
Soviet tactics and the provocation to the people of West Berlin which 
would result from any extension of the practice, it would on the whole 
be preferable to enforce the regulations from the outset. It was 
possible that the vehicles used on 15th September would, in fact, 
conform with the requirements laid down by the Commandants. 

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



3. The First Secretary of State made a report to the Cabinet on 
the course of the discussions at the Meeting of Commonwealth Prime 
Ministers on the question of the United KingdonVs joining the 
European Economic Community. 

The general attitude of other Commonwealth Governments had, 
so far, been more critical than had been expected. It was natural 
that they should be preoccupied with the economic effects on their 
own countries of the United Kingdom's membership of the 
Community, and that they should be more concerned with the 
consequences in the short term than with the advantages which they 
might ultimately derive from the resulting increase in the economic 
strength of the United Kingdom. What was more surprising was 
their failure to recognise the political disadvantages which were likely 
to follow, both for ourselves and for the rest of the Commonwealth, 
if we remained outside the Community. There was also a widespread 
apprehension that, if we joined the Community, our links with the 
Commonwealth would be seriously weakened. It was feared that the 
Community would develop into a close political federation; and the 
Prime Minister of Australia, in an analysis of the history of earlier 
federations, had argued that, if federations were not to disintegrate, 
their central authority was bound to grow. The Prime Minister of 
India had also suggested that the emergence of a strong European 
Community might increase tension between East and West. The 
needs of developing countries had been another recurring theme in 
the discussion: strong emphasis had been laid on the importance of 
finding outlets for the products of the manufacturing industries which 
were being established in those countries. It was mainly on this 
ground that the Nigerian Government had declined to contemplate 
association with an enlarged European Community: they realised 
that the Asian countries of the Commonwealth had not been offered 
association partly because they were already exporters of 
manufactured goods, and they feared that, if Nigeria accepted the 
status of an associated territory, she would lose it as soon as her 
industrial capacity began to be developed. Ghana, and some of the 
other African countries, were unwilling for political reasons to accept 
the status of an associated territory: they were not prepared to enter 
into any kind of political association with the countries of Europe. 

Each of the Commonwealth Governments had stated their views 
in a general debate. More detailed consideration was now being 
given to particular aspects of the subject in separate groups of the 
countries specially concerned with each aspect. In the discussion on 
association it was difficult to see what progress could be made, though 
some of the smaller Commonwealth countries recognised the 
advantages of this status and were prepared to accept it. The Asian 
countries might perhaps be brought to accept the arrangements 
worked out in the Brussels negotiations, especially if an assurance 
could be obtained that trade agreements between the Community and 
those countries would be concluded at an early date. On temperate 
foodstuffs, nothing could be done for Canada, who had in reality very 
little to fear. It would be some comfort to Australia if an assurance 
could be obtained that an early attempt would be made to conclude 
a world agreement (or, failing that, a limited agreement) on wheat. 
Fo r New Zealand, it was clear, some special arrangements would 
have to be made covering, at least, butter and cheese. 

The prospects for an acceptable outcome of the Meeting were 
not good. After the end of the group discussions which were now 
proceeding, the aim of the United Kingdom Government would be 
to secure agreement on a number of general statements of intention, 
e.g., in relation to world commodity agreements and assistance for 
less developed countries; and to combine these with an undertaking 
to seek somewhat better terms on certain points when the negotiations 
with the Community were resumed in October. It would be 
inexpedient to contemplate any further meeting of representatives of 
all Commonwealth Governments at a later stage in those negotiations; 



but it might be necessary to hold further personal consultations with 
senior Ministers of some of the other Commonwealth countries before 
final decisions were taken. 

In discussion the following points were made : 
(a) It would be helpful if the enlarged European Economic 

Community could give some small preference to manufactured goods 
from less developed countries. Similarly, in relation to the Asian 
countries of the Commonwealth, it would be helpful if the imposition 
of the common tariff could be delayed until the trade agreements had 
been concluded. 

(b) In the discussions so far other Commonwealth Governments 
had not taken sufficient account of the fact that the European 
Community was already in existence and that its strength would 
grow. In considering the impact on their own economy they were at 
present inclined to compare what they had now with what they might 
expect if the United Kingdom joined the Community. The 
comparison which they should be making was between what they 
might expect if we joined the Community and the position in which 
they would find themselves in 1970 if we remained outside it. The 
other Commonwealth Governments would bear a heavy responsibility 
if, by their public statements at this stage, they made it impossible for 
the United Kingdom to join the Community. 

(c) The weight of public opinion against joining the Community 
was continuing to grow. This swing in opinion would be accelerated 
by the accounts published in the Press of the views expressed by other 
Commonwealth Governments at this Meeting. Confidence in the 
Governments policy was being eroded by the delay and the 
consequent appearance of indecision. The Government had been 
seriously handicapped by the fact that, while the negotiations v/ere 
still proceeding, they were precluded from stating their full case. 

(d) For these reasons it was suggested that, soon after the end of 
the Commonwealth Meeting, the Government should announce their 
determination to join the Community. This would help to rally 
support throughout the country. As against this it was pointed out 
that, once such an announcement was made, it would be more difficult 
to secure further concessions in negotiations with the Six. In any 
event it would be impossible for the Government to take such a 
decision until they were satisfied that special arrangements could be 
made to protect the economic interests of New Zealand. It was, 
however, the general feeling of the Cabinet that, after the 
Commonwealth Meeting, further steps would have to be taken to 
present more clearly to the public the case for joining the Community, 
and the political and economic disadvantages of remaining outside it, 
even at the cost of some risk to our negotiating position in Brussels. 

(e) It should be borne in mind that, on many of the commodities 
which were of special concern to the older Commonwealth countries 
and to United Kingdom agriculture, no conclusions had yet been 
reached in the Brussels negotiations. Until it was known what 
arrangements could be made for these commodities, it would in any 
event be impossible for the Government to decide finally whether the 
terms were such as to warrant a decision to join the Community. 

(/) There was general agreement that it would be inexpedient to 
give any public encouragement to the idea that a further full Meeting 
of Commonwealth Prime Ministers would be held at a later stage in 
the negotiations with the Community. 

The C a b i n e t 
(1) Took	 note of the statement by the First Secretary of State 

and of the points raised in the discussion. 
(2) Took	 note that the Cabinet might need to hold a further 

discussion on this subject before the end of the 
Commonwealth Meeting. 



4. The Chancellor of the Exchequer said that during the 
following week he would be taking part in discussions in Washington 
under the auspices of the International Bank and the International 
Monetary Fund . In the Bank discussions he would be mainly 
concerned to secure that the continuance of the United Kingdom's 
contribution to the International Development Association should be 
accompanied by an increase in contributions from certain other 
member countries. The Fund 's discussions would cover both the 
short-term and long-term problems of liquidity. In the short term 
the recent improvement in the position of the United States dollar 
would be a stabilising influence, but attention would have to be given 
to the danger that deflationary forces might bring about a contraction 
in world trade. The long-term problems for the United Kingdom 
arose from the gold exchange system and the use of sterling as a 
reserve currency. Examination of these matters would be particularly 
delicate because of the attitude of some Governments and Central 
Banks and because of the effect upon markets of statements made in 
the Washington discussions. The main object would be, not to 
propound solutions, but to get the consideration of the problem 
properly started. 

The Cabinet— 
Took note of this statement by the Chancellor of the 
Exchequer. 

5. The Chancellor of the Exchequer said that representatives of 
the railway unions were that day meeting Dr. Beeching, the Chairman 
of the British Transport Commission, to discuss claims for increased 
pay which had been presented in general terms in June 1962. 
Dr . Beeching would have to reply about the middle of October. 
When the railwaymen had been granted an increase of 3 per cent 
(from 1st April, 1962), their unions had been told that it would be 
open to them to start discussions with Dr. Beeching again later in 
1962, by which time it would be possible to see how the railways had 
fared and what improvement had taken place in the general economic 
situation. The unions were now expecting a further increase, and 
the Wages Committee considered that some increase was inevitable. 
Dr . Beeching wanted authority to offer 6 per cent; and he was 
disposed to offer the full amount at the outset and to refuse to 
negotiate on it. Flis main concern was to facilitate the reorganisation 
of the railways, and to this extent his proposals must command some 
sympathy; but most members of the Wages Committee had felt that 
an increase of 6 per cent following upon one of 3 per cent was too 
much; and they thought that if 6 per cent were the initial offer there 
would be no chance of avoiding ultimate settlement at an even higher 
figure. The general view had been that an initial offer of 3 per cent 
might be reasonable, but there had been a difference of opinion on 
the question whether it should be allowed to rise in negotiation to 
4 per cent or to some higher figure. Anything less than an initial 
offer of 6 per cent would not, however, be readily accepted by 
Dr . Beeching and might have to be imposed. Further discussions 
would have to be held with him in good time before his reply to the 
unions was due. 

In discussion the following points were made : 
(a) The Minister of Transport said that substantial relief to the 

Exchequer would be obtained if the reorganisation of the railways 
were carried through and the plans were implemented for reducing 
the number of employees in railway workshops by 20,000 and on the 
railways themselves by some 100,000-150,000. Care should, 
moreover, be taken to avoid undue interference with the manner in 
which Dr. Beeching carried on the negotiations. 



(b) Although the Chairman of the Transport Commission was 
responsible for the conduct of its affairs, including pay negotiations, 
the whole of the proposed pay increase would have to be found by 
the Exchequer. A 6 per cent increase would cost over £21 million 
and the Government would be criticised for adding so considerably 
to the burden on public funds for the purpose of enabling a particular 
group of employees to receive an aggregate increase of 9 per cent 
within the space of 12 months. 

(c) Dr. Beeching's proposals rested on arguments of com
parability, and it was one of the objectives of Government policy that 
less weight should be given to such arguments. 

(d) The first repercussions from an increase in railwaymen's 
wages would be felt in the railway workshops, and thence in the 
engineering industry. The engineers had recently received a 3 per 
cent increase after long negotiations. The Government would be held 
to be giving an irresponsible lead to the private sector if they were now 
to acquiesce in an increase as large as 6 per cent from public funds. 

(e) There was no advantage in seeking to postpone the date of 
implementation of an increase until 1963; the prospect of an 
immediate increase might tend to reconcile the unions to a smaller 
amount. 

(/) An increase in pay might have the effect of increasing 
severance pay also. It would be an advantage if the amounts of any 
wage increases and of redundancy payments could be negotiated 
together. The Government might well say that the planned 
redundancies had been a decisive factor in their assessment of the pay 
claim. 

Summing up the discussion, the First Secretary of State said that 
Dr . Beeching should be invited to promise the railway unions his reply 
to their claim at a meeting not earlier than the week beginning 
15th October. The Wages Committee should meanwhile continue 
their consideration of the terms on which a settlement should be 
sought. 

The Cabinet— 
Invited the Chancellor of the Exchequer to arrange for the 
Wages Committee to consider further, in the light of their 
discussion, the terms on which a settlement of the 
railwaymen's pay claims should be sought. 

Cabinet Office, S.W.1. 
13th September, 1962. 
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 1. The Foreign Secretary said that the Soviet authorities in 
 Berlin had, without protest, complied with the request that the guard 

 for the Soviet War Memorial should not travel through the western 
 sector in an armoured vehicle. A 'bus had been used for the purpose 
 of relieving this guard on 15th September. It now seemed unlikely 

 that discussions on Berlin between representatives of the United 
 States and Soviet Governments would be resumed until late in the 

 autumn. 

The Foreign Secretary said that the Central Government of the 
Congo had sent representatives to Elizabethville to discuss certain 
aspects of the United Nations plan for a settlement between the 
Central Government and the Government of Katanga. They had, 
however, shown reluctance to discuss the constitutional proposals in 
Elizabethville, lest this should seem to concede a special importance 
to Katanga. It had been suggested to them that this difficulty could 
be avoided if they arranged for their representatives to go to all the 
provinces in turn to discuss this aspect of the proposals. Mean
while, fighting seemed to have started in the northern part of 
Katanga. It was possible that the Central Government might be 
attempting to seize control of this part of the province, which was 
remote and sparsely populated. 

The Foreign Secretary said that the problems of disarmament 
and nuclear tests were likely to figure prominently in the debates in 
the General Assembly of the United Nations. On tests there was 
some prospect that the latest proposals of the Western Powers might 
command support ; and the Soviet Government, if they continued 
to reject them, might find themselves in some embarrassment. 

The Prime Minister said that no useful progress was likely to 
be made with this question until the current series of nuclear tests 
had been completed. Later in the autumn, however, there might be 
an opportunity for a fresh initiative towards an international 
agreement for the cessation of tests. 

2. The Prime Minister outlined to the Cabinet the course and 
the results of the Meeting of Commonwealth Prime Ministers which 
had ended on the previous day. In the event the timing of the 
Meeting had proved to have been fortunate; for, although it had 
been hoped that the negotiations with the Six would have been 
further advanced, the general pattern had been clear enough to 
give Commonwealth countries the opportunity for full and informed 
discussion. Had the negotiations been further advanced at the time 
of the Meeting it might have been said that we were trying to present 
them with a fait accompli. 

A particular disappointment had been the attitude of the 
African countries towards association. This would offer them great 
economic advantages, but these had not prevailed against their 
political dislike of anything which could be interpreted as a 
continuation of an inferior relationship with former Colonial 
Powers. The Africans had also pointed to the different arrangements 
envisaged for the Asian countries as confirmation of their view that 
association was an inferior status. In fact, although the Asians were 
offered very reasonable treatment particularly in the nil tariff for 
tea, the arrangements proposed for them were less beneficial than 
those provided by association. The main concern of the Asian 
countries had been to delay the application of the external tariff to 
their imports until after the conclusion of the trade agreements. 

The most difficult problems had, however, been those of the 
older Commonwealth countries. Canada was not really concerned 



about her wheat exports, but had made the most of her other 
anxieties. The Australians had fought strenuously for their interests 
and would continue to try to drive a hard bargain. New Zealand 
had taken a reasonably helpful line by emphasising the extent to 
which their final attitude would depend on arrangements still to 
be made. 

The Meeting had started badly, but had ended as well as could 
have been expected. In spite of all the earlier consultation, 
Commonwealth Ministers had not clearly understood the under-lying 
considerations in favour of our entry into the Community. He 
hoped that the discussions at this Meeting had helped to clear their 
minds on this and to put our position in a better perspective. The 
group discussions had also served a useful educative purpose. 

The Lord Privy Seal said that the general tone of the discussion 
had been influenced by the statement issued at the end of the 
conference in London of representatives of Opposition parties in 
Commonwealth and Community countries. The attitude of the 
African countries towards association might have been different if 
the Indian delegation had been more helpful. We should now be 
obliged to explore the possibility of getting some of the advantages 
of association through trade agreements. This would be difficult 
and would in any case take time. There would also be a possible 
conflict with the General Agreement on Tariffs and Trade, which 
required trade agreements to be balanced as between the various 
parties, for the essence of association was that it was not balanced. 
There might be psychological advantage in finding some other title 
for the status of association. Delay in the application of the external 
tariff to the Asian countries would raise for the Six a point of 
principle; and they would also fear that the Indians might spin out 
the negotiations for a trade agreement so as to continue to enjoy 
the advantages of free entry. A possible compromise might be to 
delay the imposition of a tariff for a stated period, say six to nine 
months, within which a trade agreement would have to be concluded. 

Of the old Commonwealth countries, the Canadian representa
tives still refused to give any idea of the priorities which they would 
attach to solutions of their difficulties. In the discussions on 
temperate foodstuffs the Australians had taken an intransigent line; 
they had demanded, not only access, but a guaranteed price 
remunerative to Australian producers. This was something which 
we could not have accepted even if our entry into the Community 
had not been in question, since it would have involved an 
undertaking to cover in advance and at our expense the effects of 
Australian inflation. New Zealand and Canada did not attach so 
much importance to the question of price because they were efficient 
producers. More should be done to explain these issues in public. 
New Zealand had now modified her original demand for the 
guaranteed export of certain fixed quantities of her produce and 
was prepared to accept a guaranteed share of the market instead. 
He intended to review the New Zealand position on his next visit 
to Brussels when New Zealand representatives would be present. 
Full Ministerial discussions would be resumed in Brussels on 8th and 
9th October. 

In discussion the following points were made : 
(a) Although the course of the recent Meeting might seem to 

suggest that the other countries of the Commonwealth were actuated 
solely by considerations of self-interest, it should be remembered 
that Commonwealth discussions with a commercial content had 
always been difficult. This Meeting had been less contentious than 
that which had led to the conclusion of the Ottawa Agreements. 

(b) Public opinion in this country was still insufficientlv 
informed of the case for our entry into the Community. I t would 
not be easy to engage in publicity while the negotiations were still 
incomplete, partly because of the danger of weakening our 



Supply	 of 
Arms 
(Previous 
Reference: 
C C  . (59) 60th 
Conclusions, 
Minute 4) 
Middle Eas t 

C C . 57 (62) 

negotiating position in Brussels and partly because sectional interests 
in this country, particularly the farmers, would expect specific 
assurances on particular points and would not be influenced by the 
broader arguments. Nevertheless, it would be right to extend the 
scope of the limited publicity which had hitherto been given to 
the Governments case. The general arguments in favour of entry 
into the Community could now be deployed more forcibly, with the 
proviso that we should not join it if in the last resort it proved that 
the conditions were unacceptable. Suitable use could be made of 
the Prime Ministers opening and closing speeches to the 
Commonwealth Meeting and of the speech which he would be 
making on television that evening. 

(c) No firm date could be set to the conclusion of 
the negotiations in Brussels, but the outlines of a final settlement 
would progressively become clearer and more attention could be 
given to the anxieties of British farmers. In the last resort the 
reaction of our own farming community might be decisive. 

The Cabinet— 
(1) Invited the First Secretary of State to arrange for	 the senior 

Ministers concerned to discuss with the Lord Privy Seal, 
on the latter's return from Europe in the following week, 
the future handling of the negotiations for the United 
Kingdom's entry into the European Economic 
Community. 

(2) Invited	 the Chancellor of the Duchy of Lancaster, in 
consultation with the Minister without Portfolio, to 
consider what use might be made of the Prime Ministers 
recent speeches to give more publicity to the arguments 
in favour of joining the Community. 

3. The Foreign Secretary said that the Governments of the 
United Kingdom, the United States and France had had a long
standing agreement to refrain from sales of military equipment which 
would disturb the balance of military strength in the Middle East, 
particularly between the Arab States and Israel. The United States 
Government had renewed the agreement in July of this year. In 
August, however, they had informed the Government of Israel that 
they would be prepared to supply surface-to-air missiles as part of 
a political bargain by which the Israeli Government would for their 
part undertake certain obligations, particularly on the refugee 
question. If the United States offer were eventually confirmed it was 
likely that the Israeli Government would, also for political reasons, 
wish to accept it and would not consider alternative sources of 
supply. Knowledge of the United States offer would produce a 
hostile reaction from the Arab States in the Middle East ; and if this 
reaction were to extend to the United Kingdom the results would 
be more serious for us than for the United States. A number of 
Arab States depended heavily on the United States for economic aid 
which they would be unlikely to jeopardise. The United Kingdom 
on the other hand depended on staging rights in Libya and over
flying rights elsewhere, whose loss would be a serious embarrassment. 
We were, however, potential suppliers of missiles of the type in 
question and the Israeli Government were already aware of this. If 
we were to refuse to consider supplying them with missiles, we should 
lose the chance of exports of great importance to the British aircraft 
industry without any guarantee that we should escape odium or 
even reprisals when the United States offer became known. On 
balance, however, he had decided that it would be better to refrain 
from any approach to the Israeli Government at this stage and to 
await developments. 
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The Minister of Aviation said that, while he agreed in general 
with the Foreign Secretary's assessment of the position, there were 
two recent developments which he thought it right to emphasise. 
First, the Israeli Government had now asked us, through our 
Ambassador in Tel Aviv, whether we would be prepared to supply 
missiles. Secondly, the fact that unofficial Israeli representatives had 
been told in Washington that we were possible suppliers seemed to 
him to make it not merely probable, but inevitable, that we should 
be a target for Arab hostility when the United States offer became 
known. In all the circumstances, he suggested that we might inform 
the Israeli Government privately that we might be interested in 
supplying missiles to them, and to make the same intimation to 
friendly Arab States. 

In discussion there was general agreement that no action should 
be taken until the United States offer, which was still thought to be 
tentative, had become public. At that stage we could make it known 
that we held ourselves free to supply any Middle East country with 
missiles of this type. Before this stage was reached it would be 
advisable to review in detail the present state of missile equipment 
in the Middle East countries concerned, the scope for increasing the 
level and effectiveness of that equipment, and the political and 
economic implications of so doing. 

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

Minister of Defence and the Minister of Aviation, to 
arrange for a review of the present state of missile 
equipment of the countries of the Middle East, of the 
scope for increasing it and of the political and economic 
implications of so doing. 

(2) Invited	 the Foreign Secretary, in consultation with the 
Minister of Defence and the Minister of Aviation, to 
consider in the light of this review the terms in which the 
United Kingdom Government might announce their 
readiness to supply missiles to Middle Eastern countries, 
once the terms of the United States offer to supply 
missiles to Israel had become known. 

4. The Cabinet had before them memoranda by the Minister 
of Agriculture and the Secretary of State for Scotland and by the 
Chief Secretary, Treasury (C. (62) 141 and 142) on the F a r m 
Improvement Scheme. 

The Minister of Agriculture said that the £50 million which had 
been authorised by the Agriculture Act, 1957, for grant aid to 
farmers under this scheme would shortly be exhausted. When the 
future of the scheme had been reviewed by Ministers in April it had 
been thought that under the rules of competition applying within the 
European Economic Community it would be permissible to continue 
various forms of direct subsidy to farming. It had been agreed that 
the rate of grant under this scheme should be reduced from 33^ per 
cent to 25 per cent; and it had been intended that provision on this 
basis should be included in the Agriculture (Miscellaneous 
Provisions) Bill which would be introduced early in the following 
session of Parliament. He now believed that, if we joined the 
Community, the permissible forms of direct subsidy would be much 
more limited than had been supposed and he suggested that it would 
be imprudent, in view of the importance of direct grants in the 
farming economy, to reduce the rate of grant on one of the few 
schemes which probably could be continued. If the rate remained 
at 33^ per cent and the scheme continued to operate for the whole 



of the 10 years originally intended, it would be appropriate to provide 
a further £50 million. On the basis of 25 per cent the amount 
required would be £35 million, so that the saving from altering the 
rate would be no more than £15 million, or £3 million per annum. 

The Chief Secretary, Treasury, said he understood that there 
was considerable risk that the Farm Improvement Scheme would be 
held to contravene the rules of competition in the Common Market. 
Even if it were not so held, there did not appear to be sufficient 
justification for adding to the large investment already made in 
agricultural improvements. The best course might be to allow the 
scheme to come to an end early in 1963 and meanwhile to carry out 
a full review of the system of agricultural support, which would in 
any event have to be reviewed as soon as the effect of the policies 
of the European Economic Community could be seen more clearly. 
He would, however, be content that the scheme should continue on 
the reduced rate of grant agreed upon in April. 

In discussion there was general agreement that public 
controversy about the future of the scheme should be avoided. 
There would be little to be gained by exercising the power given by 
the Act of 1957 to make an Order increasing by £5 million the 
amount at present available; this would be taken as an indication 
that the scheme was running out and would produce a flood of 
applications. Nor would there be advantage in continuing the 
scheme on the basis of provisions which either left the rate of grant 
to be settled by Order or specified a rate which might be varied by 
Order. Farmers needed to plan their expenditure over a period and 
would claim, with good reason, that the rate of grant should be 
announced at the outset. As the rate prescribed in the Act had 
been 33J per cent, an alteration could not be made without attracting 
attention and the right course, on a balance of all the considerations, 
would be to provide for continuance of the scheme at the same rate. 
It was, however, possible that there would in future be rather less 
demand for farm improvements than there had been in recent years 
and that for this or other reasons it might not be necessary to provide 
in the Bill for expenditure to continue at as high a level as in 
previous years. These points should be further considered and, if 
possible, the aggregate amount to be provided for by the Bill and 
the Act of 1957 should not exceed £80 million. 

The C a b i n e t 
(1) Agreed	 that the rate of grant paid under the Farm 

Improvement Scheme should remain at 33^ per cent. 
(2) Invited	 the Minister of Agriculture to consider with the 

Chief Secretary, Treasury, what additional amount of 
grant should be authorised in the proposed Agriculture 
(Miscellaneous Provisions) Bill to enable the scheme to 
continue for a reasonable period. 

Cabinet Office, S.W.1, 
20th September, 1962. 
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Incomes 
Policy 
Rai lwaymen's 
Wages 
(Previous 
Reference: 
C C  . (62) 56th 
Conclusions, 
Minute 5) 

1. The Cabinet had before them a memorandum by the Minister 
of Labour (C. (62) 143) reporting the views of the Wages Committee 
on the current claims of the railway unions for increases in pay; two 
memoranda by the Minister of Transport (C. (62) 149 and 152) stating 
his views on the merits of the claims and describing the means by 
which the Government might impose a particular solution; and a 
note by the Secretary of the Cabinet (C. (62) 151) covering an analysis 
of the claims and statistical data concerning them. 

The Minister of Labour said that the National Union of 
Railwaymen had claimed increases variously calculated at 11-5 per 
cent and 12-9 per cent in the pay of the lowest paid railwaymen, and 
5 - 65 per cent in the pay of the salaried staff whom they represented. 
The Transport Salaried Staffs' Association and the Associated Society 
of Locomotive Engineers and Firemen had claimed 7 per cent. These 
claims had been presented as continuations of the earlier claims in 
respect of which a 3 per cent increase had been granted as from 
1st April, 1962. The Government must decide their view on these 
claims before the Chairman of the British Transport Commission, 
Dr. Beeching, met the unions to give them the Commission^ answer 
in the course of the week beginning 15th October. The Minister of 
Transport had advised the Wages Committee that Dr. Beeching was 
likely to want authority to offer 6 per cent and was disposed to offer 
the full amount at the outset and to refuse to negotiate on it; but 
until Dr. Beeching had completed his review of the claims it would 
not be known definitely what figure he would want to offer. The 
majority of the Wages Committee had thought that 6 per cent would 
be too much and might seriously damage the Governments incomes 
policy; but they were all agreed that 3 per cent would be tolerable, 
and some of them had thought that there should be negotiating 
latitude up to 4 per cent or even a little more. The Committee had 
seen attractions in presenting a Government view in terms of the total 
amount of cash which the Commission would be authorised to spend 
on the increases, rather than in terms of a percentage of the 
railwaymen's wage rates; but it was not clear that this would be 
practicable. The main considerations which had influenced the 
majority of the Committee had been that the cost of a 6 per cent 
increase would amount to £24 million, all of which would fall on 
the Exchequer, and that damaging repercussions must be expected, 
particularly in the engineering industry where a settlement had been 
reached earlier in the summer which had been satisfactory in relation 
to incomes policy. 

The Minister of Transport said that his own views were influenced 
by his responsibility for the management of the railways; he was 
anxious not to jeopardise the plan for reorganisation, which would 
open the possibility of substantial relief to the Exchequer. 
Dr. Beeching had adopted methods of consultation with the railway 
staff and their representatives modelled on those with which he had 
been familiar in Imperial Chemical Industries. In this he thought 
that Dr. Beeching was attempting to swing the railway unions too 
abruptly away from the traditional methods of negotiation in the 
railway industry. But he hoped it would be possible to persuade him 
to alter this method. He also considered that, although consideration 
of the wage claim would now take place concurrently with the 
consideration of redundancy in the railway workshops, Dr. Beeching 
would be able to keep the two matters separate in negotiation. 

In discussion the following points were made: 
(a) Some of the leaders of the railway unions had been 

embarrassed by Dr. Beeching's tactics in presenting his proposals 
on redundancy and redundancy payments in the railway workshops. 



They recognised that sooner or later they would have to talk about 
the Commission^ workshop redundancy plan and they were anxious 
to ensure that they would be given more freedom of manoeuvre when 
the programme of line closures was announced later in the year. By 
this they meant that they would prefer something closer to the practice 
of wage bargaining, since this would make it easier to persuade the 
rank and file to accept the agreement with due credit to the unions. 

(b) Dr. Beeching had held a series of meetings with the railway 
unions at which he had explained the need for a reduction in the 
labour force in the railway workshops and the extent of the 
redundancy, and then on 19th September had produced a detailed 
plan. But at the same time as he laid this plan before the leaders 
of the unions, he had also made it known through the local 
managements to the men on the shop floor. The union leaders had 
thus found themselves unable to suggest that a better result would 
have been achieved by less redundancy in one workshop and more 
in another, since the men in both workshops knew what the 
Commission had suggested. 

(c) Dr. Beeching should be urged to change his tactics, not only 
in relation to the current wage claims, but also in relation to the 
redundancy from the projected closures of railway lines. There was 
statutory provision for opportunities for raising objection to proposals 
for the closure of passenger services, and it was for the Minister of 
Transport to determine these cases. There was no similar procedure 
in relation to goods services. It would be important to ensure that, 
when the plan for closure of lines was announced, the public would 
realise that particular lines would only be closed if the Government 
were satisfied that it was not necessary to keep them open for social 
reasons until alternative travel facilities could be provided. If a line 
were kept open in such circumstances, however, it would have to be 
recognised that the loss would not be laid to the charge of the British 
Transport Commission as a commercial undertaking. 

(d) There would be advantage in bringing together the problems 
of the pay claims, the workshop redundancies and the redundancies 
attributable to line closures. Ministers had proposed to Dr. Beeching 
that if he could persuade the unions to accept the redundancy schemes, 
including the Commission^ proposed redundancy payments, this in 
itself might be a justification for a somewhat higher increase in pay 
than in other industries which did not face difficulties of the same 
order. 

Summing up, the Prime Minister said that it was important to 
overcome resistance to redundancies in the railways. The process of 
economic growth entailed the contraction of some industries, and the 
objective should be to facilitate the transfer of labour to the growing 
industries. Whatever might be the suitable method of conducting 
staff relations in a new industry, in an old industry such as the railways 
it would be a mistake to depart abruptly from traditional methods of 
bargaining. The prevailing opinion in the Cabinet was in favour of 
attempting to settle the wage claims by an opening offer in the region 
of 3 per cent from a current date, holding in reserve the possibility 
of a rather higher offer if the unions were ready, in return, to accept 
the proposals on workshop redundancy and on the amount of 
redundancy payments, both in themselves and as a precedent for 
redundancies created by the closure of lines. 

The C a b i n e t -
Invited the Chancellor of the Exchequer and the Minister of 
Transport to explain to the Chairman of the British 
Transport Commission the Governments views as expressed 
by the Prime Minister in summing up the Cabine t s 
discussion. 
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C.C. (62) 57th 
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Minute 3) 

2. The Cabinet had before them notes by the First Secretary 
of State (C. (62) 146 and 147) covering drafts of The Queeifs Speeches 
on the Prorogation and on the Opening of Parliament. 

The Cabinet agreed upon a number of amendments of the draft 
circulated under cover of C. (62) 146. 

The Cabinet— 

(1) Invited the First	 Secretary of State to put before the Prime 
Minister for submission to The Queen a revised draft of 
the Prorogation Speech, taking account of the amendments 
approved in the Cabinefs discussion. 

In discussion of the draft circulated under cover of C. (62) 14V 
various amendments were suggested and approved. It was agreed 
that the references to legislation which would be required if the 
United Kingdom joined the European Economic Community should 
be further considered and that a revised draft of this paragraph 
should be brought before the Cabinet at a later meeting. 

The Cabinet— 
(2) Invited	 the First Secretary of State to circulate, for 

consideration at a later meeting, a revised draft of the 
Opening Speech, taking account of the points raised in 
discussion. 

3. The Cabinet had before them a memorandum by the Minister 
of State for Foreign Affairs (C. (62) 150) covering a report prepared 
by officials of the Departments concerned, in pursuance of the 
Cabinet's request of 20th September, on the political and economic 
implications of supplying ground-to-air missiles to countries in the 
Middle East. 

The Foreign Secretary said that it had now become publicly 
known that the United States Government were prepared to consider 
supplying these missiles to Israel. There was, however, a conflict of 
evidence about the firmness of their offer. The Israeli Foreign 
Minister, whom he had seen in New York, had said that the Americans 
had given a definite undertaking to supply Hawk missiles, though 
price and delivery date had still to be negotiated. The United States 
authorities had said that, while they had indicated that they were 
prepared in principle to offer to supply these weapons, no negotiations 
with Israel had yet been undertaken. In these circumstances he was 
inclined to ask the United States Secretary of State to tell him frankly 
what the intentions of the Administration were. There was no doubt 
that the offer had been made for reasons of domestic politics. If, 
having secured the immediate political benefit, they now intended to 
delay the delivery of the missiles, it might suit us to refrain from any 
attempt to sell our missiles to Arab countries in the Middle Eas t ; for, 
as was shown by the note annexed to C. (62) 150, a policy of offering 
these weapons to Arab countries was likely to involve us in some 
political embarrassment. If, on the other hand, the sale of Hawk 
missiles to Israel was actually imminent, he considered that British 
manufacturers of equivalent weapons must be allowed to make 
enquiries of those Arab countries who were in a position to pay for 
them, though they must understand that, if any order was obtained, 
the United Kingdom Government would have to consider the political 
and financial implications of executing it. 



In discussion the following points were raised: 
(a) If any such orders were obtained they would have to be 

fulfilled by supplying weapons already delivered to the Royal Air 
Force. The sales would therefore bring little immediate financial 
advantage to the British aircraft industry. The transaction would, 
however, be of ultimate value to the industry on account of the further 
orders which might be expected in the future. 

(b) There was no doubt that Israel would prefer to obtain these 
missiles from the United States, and it would now be inexpedient to 
offer to supply missiles of British manufacture to Israel. Indeed, if 
any such offer were made, it would tend to diminish the prospect of 
obtaining orders from Arab States. 

(c) It was unfortunate that the United States should have made 
this unilateral breach of their long-standing agreement with the 
United Kingdom and France to refrain from sales of military 
equipment which would disturb the balance of military strength in 
the Middle East. If, therefore, the United States Administration 
were ready to delay the supply of these missiles to Israel, it would 
be expedient that we should refrain from making any more rapid 
delivery of British missiles to such Arab countries as were willing 
to buy from us. It might be possible to harmonise the timing of 
deliveries, both American and British. 

The Cabinefs conclusion was that the Foreign Secretary should 
arrange for the United States Government to be informed that, if 
they intended to proceed with the delivery of Hawk missiles to Israel, 
British manufacturers of equivalent missiles would be advised to make 
enquiries into the possibility of sales to Arab countries in the Middle 
East, though the United Kingdom Government would reserve the 
right to decide, in the light of the political and financial implications, 
whether any order so obtained should be executed. This message 
should, however, make it plain that we would have preferred to 
maintain the earlier agreement about the supply of arms to countries 
in the Middle Eas t ; and that, if we had a firm assurance that the 
United States would delay the delivery of Hawk missiles to Israel 
for a substantial time, we would similarly delay any attempts to seli 
corresponding British missiles to Arab countries in the Middle East. 
If this assurance was not forthcoming within a few days, the Minister 
of Aviation should advise the British firms concerned, in terms to be 
agreed with the Foreign Secretary, that it was open to them to make 
enquiries into the possibility of selling ground-to-air missiles to such 
Arab countries as could afford to pay for them. They should not 
make any such approach to Israel, and should inform the Government 
if the Israelis made any approach to them. 

The Cabinet— 
(1) Invited the Foreign Secretary to send a message to the United 

States Secretary of State in the terms of the Cabinefs 
conclusion, as set out above. 

(2) Agreed	 that, if this message failed to elicit a satisfactory 
response, the Minister of Aviation should advise British 
manufacturers of ground-to-air missiles, in terms to be 
agreed with the Foreign Secretary, that it was open to 
them to make enquiries into the possibility of selling 
ground-to-air missiles to such Arab countries in the 
Middle East as were in a position to pay for them. 
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4. The Cabinet had before them a memorandum by the Minister 
of Defence and the Minister of Aviation (C. (62) 144) about the future 
of Short Brothers and Harland, Ltd. 

The Minister of Defence said that Shorts, who were largely owned 
by the Government and were dependent on Government orders, were 
in serious financial difficulties. These had arisen partly because the 
firm's production costs were so high that they could not compete with 
other British firms; and partly because they had not succeeded in 
obtaining any orders, apart from the Governments order for 
10 aircraft, for the Belfast freighter They had expected orders for 
a further 20 aircraft and completion of those which were on order 
would result in a loss of about £15 million. If further work and 
financial assistance could not be obtained very soon the firm would 
be unable to carry on. 

The company had suggested that their problems would be eased 
if they could develop for the Royal Air Force a tactical freighter to 
replace the Beverley/ Hastings aircraft now in service. The 
requirement for a tactical freighter would have to be given further 
consideration, but even if the project (known as O.R.-351) proved to 
be realistic it would be a mistake to hold out any hope that 
development and construction could be entrusted to Shorts. A more 
practical course would be that the firm should gradually discontinue 
their design work and be given production sub-contracts—possibly 
including some for the O.R.-351 itself. It would have to be accepted 
that this subcontracting would increase the cost of the project and 
would be at the direct expense of the larger aircraft groups in England 
which were themselves running short of work. In any event money 
should be found (probably of the order of £10 million) to enable the 
firm to complete the work now in hand on the Belfast and Seacat 
missiles for the Royal Navy. If sub-contracts could not be provided 
there was no possibility of deferring for long the complete closure of 
the firm. 

The Home Secretary said that Northern Ireland Ministers were 
gravely concerned at the high rate of unemployment in Northern 
Ireland. Within the next three weeks it would be necessary to 
publish the report of a Working Party which had been examining 
measures to bring about a lasting improvement. The report had 
assumed a limited but not critical fall in employment by Shorts, and 
the statement of Government policy which would have to be made 
on publication of the report would have to include some reference 
to the future of the firm. Their labour force consisted of 7,000, of 
whom 1,000 were design staff, and the firm's position in the Northern 
Ireland economy was of considerable economic and political 
importance, Any decision which involved much reduction in 
employment would be regarded as a breach of the Governments 
undertakings to maintain the firm as a fully balanced aircraft unit 
and would be heavily criticised in Northern Ireland. It would be 
difficult t o convince local opinion of the need to disband the design 
team, since it appeared that the work which might be done by the 
firm would be undertaken instead either in the United States or in 
the Midlands, where unemployment was at present at a low level. 
H e hoped it would prove possible to adapt the O.R.-351 requirement 
so that Shorts would be able to handle it. 

In discussion there was general agreement on the need to provide 
funds to enable the work now in hand on Seacat missiles and the 
Belfast strategic freighter to be completed. This work, together with 
certain sub-contracting work on the VC-10, for which arrangements 
had already been made, would keep the firm going for about nine 
months. By about the end of the year it should, however, be possible 
to take decisions on the requirement for a tactical freighter; and until 



those decisions were taken it would be inappropriate to make any 
announcement about the running down of the design team at Shorts. 
Consideration should meanwhile be given to the possibility that the 
number of strategic freighters required had been under-estimated: 
further examination might show that more Belfasts would in fact 
be required. It was recognised that to enlarge the order for Belfasts 
solely for employment reasons would be an expensive way of reducing 
unemployment in Northern Ireland and that for the same outlay it 
might be possible to secure a more lasting improvement in the 
situation there. In modern conditions the competitive disadvantages 
suffered by Northern Ireland were most evident in the aircraft 
industry, and these disadvantages would become more acute if the 
United Kingdom became part of the European Common Market. 
This point should be kept in mind in examining whether the firm"s 
premises could in the long run be used for production of something 
other than aircraft. 

The Cabinet— 
(1) Agreed	 that funds should be provided to enable Short 

Brothers and Harland, Ltd., to complete work on the 
orders they held for Seacat missiles and the Belfast 
strategic freighter. 

(2) Agreed that enough sub-contracting	 work should be placed 
with the firm to keep most of the labour force employed 
for at least nine months. 

(3) Invited	 the Minister of Defence, in consultation with the 
Minister of Aviation and the Secretary of State for Air, 
to submit to a meeting of the Cabinet before the end of 
1 9 6 2 
(i) proposals arising from the obsolescence of the tactical 

freighter aircraft now in service; and 
(ii) a review of the number	 of Belfast strategic freighters 

required for the Royal Air Force. 
(4) Invited the President	 of the Board of Trade to consider the 

uses to which the premises of Short Brothers and Harland, 
Ltd., could be put if they were no longer required for 
aircraft production. 

Cabinet Office, S.W.J, 
4th October, 1962. 
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1. The Foreign Secretary said that current Russian activities in 
Cuba had caused intense feeling in the United States. President 
Kennedy had been placed in a difficult personal position because of 
the pledges which he had given during the Presidential Elections and 
there would be increasing pressure upon him to intervene. H e 
seemed inclined to believe that the Soviet Government were 
deliberately increasing the scale of Russian activity in Cuba in order 
to provoke such intervention, which they would then use as a pretext 
for the forcible occupation of West Berlin. The Foreign Secretary 
thought this unlikely; the situations were not comparable and the 
Soviet Government were well aware of the risks that would be 
involved in Berlin. It was more likely that they would continue to 
use the Cuban situation to exacerbate President Kennedy : s difficulties 
and then offer a reduction of tension over Cuba in return for 
concessions over Berlin. 

This intensity of public feeling in the United States made it 
desirable to restrain our reaction to the attempt to restrict the supply 
of arms to Cuba by denying access to United States ports to ships 
engaged in this traffic. It would of course be necessary to maintain 
objection in principle to the action which the United States 
Administration had taken, but beyond that he hoped that for the 
time being we could confine ourselves to discussions with the United 
States authorities to establish exactly what they had in mind and to 
consider in the light of those discussions how best to minimise its 
effect on our trade. As a separate issue it might be necessary to 
consider legislation to prevent the carriage of such arms in United 
Kingdom ships; it was at least conceivable that the Russians might 
deliberately ship arms to Cuba in United Kingdom ships under 
charter. 

The Minister of Transport said that he had already appealed to 
United Kingdom shipowners to refrain from the carriage of arms to 
Cuba and he had reason to think that his appeal had been effective. 
The position about the carriage of strategic materials was less clear. 
He was due to discuss the Cuban situation that afternoon with a 
delegation of shipowners. A particular difficulty arose over ships 
under charter. If refusal to carry arm& involved a breach of contract 
under the terms of the charter the shipping companies concerned 
would be liable for damages. N o such liability would lie against them 
if the carriage of arms had been prohibited by legislation. 

After discussion the Cabinet— 
(1) Invited	 the Minister of Transport in his forthcoming 

discussion with representatives of the shipping industry 
to confirm the Governments objection in principle to the 
action which the United States Administration had taken, 
but to say that consultations were still proceeding with 
the United States authorities about its practical effects and 
consideration would be given to the possibility of taking 
measures to minimise its effect on our trade. 

(2) Invited	 the Foreign Secretary, in consultation with the 
Minister of Transport, to circulate for their consideration 
a paper setting out in more detail the issues involved and 
recommending possible courses of action. 

The Cabinet were informed that Mr. Tshombe, the Prime 
Minister of Katanga, had now agreed in principle to integrate 
Katangese forces with those of the Central Government, to release 
food stocks for general distribution and to make the accounts of his 
Government available to the Commission responsible for proposing 
the terms of a financial settlement between Katanga and the Central 
Government. N o progress had however been made with the drafting 
of the Federal Constitution owing to the refusal of Mr. Adoula, the 
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1. The Foreign Secretary said that current Russian activities in 
Cuba had caused intense feeling in the United States. President 
Kennedy had been placed in a difficult personal position because of 
the pledges which he had given during the Presidential Elections and 
there would be increasing pressure upon him to intervene. He 
seemed inclined to believe that the Soviet Government were 
deliberately increasing the scale of Russian activity in Cuba in order 
to provoke such intervention, which they would then use as a pretext 
for the forcible occupation of West Berlin. The Foreign Secretary 
thought this unlikely; the situations were not comparable and the 
Soviet Government were well aware of the risks that would be 
involved in Berlin. It was more likely that they would continue to 
use the Cuban situation to exacerbate President Kennedy"s difficulties 
and then offer a reduction of tension over Cuba in return for 
concessions over Berlin. 

This intensity of public feeling in the United States made it 
desirable to restrain our reaction to the attempt to restrict the supply 
of arms to Cuba by denying access to United States ports to ships 
engaged in this traffic. It would of course be necessary to maintain 
objection in principle to the action which the United States 
Administration had taken, but beyond that he hoped that for the 
time being we could confine ourselves to discussions with the United 
States authorities to establish exactly what they had in mind and to 
consider in the light of those discussions how best to minimise its 
effect on our trade. As a separate issue it might be necessary to 
consider legislation to prevent the carriage of such arms in United 
Kingdom ships; it was at least conceivable that the Russians might 
deliberately ship arms to Cuba in United Kingdom ships under 
charter. 

The Minister of Transport said that he had already appealed to 
United Kingdom shipowners to refrain from the carriage of arms to 
Cuba and he had reason to think that his appeal had been effective. 
The position about the carriage of strategic materials was less clear. 
H e was due to discuss the Cuban situation that afternoon with a 
delegation of shipowners. A particular difficulty arose over ships 
under charter. If refusal to carry arms involved a breach of contract 
under the terms of the charter the shipping companies concerned 
would be liable for damages. N o such liability would lie against them 
if the carriage of arms had been prohibited by legislation. 

After discussion the Cabinet— 
(1) Invited	 the Minister of Transport in his forthcoming 

discussion with representatives of the shipping industry 
to confirm the Governments objection in principle to the 
action which the United States Administration had taken, 
but to say that consultations were still proceeding with 
the United States authorities about its practical effects and 
consideration would be given to the possibility of taking 
measures to minimise its effect on our trade. 

(2) Invited	 the Foreign Secretary, in consultation with the 
Minister of Transport, to circulate for their consideration 
a paper setting out in more detail the issues involved and 
recommending possible courses of action. 

The Cabinet were informed that Mr. Tshombe, the Prime 
Minister of Katanga, had now agreed in principle to integrate 
Katangese forces with those of the Central Government, to release 
food stocks for general distribution and to make the accounts of his 
Government available to the Commission responsible for proposing 
the terms of a financial settlement between Katanga and the Central 
Government. No progress had however been made with the drafting 
of the Federal Constitution owing to the refusal of Mr. Adoula, the 
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Prime Minister of the Central Government, to send representatives 
to discuss it. Mr. McGhee, the United States special envoy for the 
Congo, still considered that there was a fair chance of a settlement; 
and it had been suggested to Mr. Tshombe that it might help to this 
end if he were now to release funds to the Central Government on a 
provisional basis making clear that the arrangements would be 
discontinued if no satisfactory agreement was reached on the 
Constitution. 

In default of a settlement within a reasonable period a large 
majority in the United Nations would favour the imposition of 
sanctions; it would be impossible for the United Kingdom to support 
this, not only because of the probability that sanctions would lead 
to further fighting, but because of the possibility that attempts might 
be made later to impose sanctions on Southern Rhodesia. A further 
possibility, not involving collective action by the United Nations, was 
that the Belgian Government might be persuaded to close down the 
operations of the Union Miniere. This was unlikely, not only because 
of the damage to Belgian prestige, but because of the possibility of 
violent reaction from the Government of Katanga which might extend 
to nationalisation of the Union Miniere, 

The Prime Minister said that he would be glad if the President 
of the Board of Trade would let him have a note setting out the present 
position of the international copper market and the implications for 
that market of action involving the Union Miniere. 

The Foreign Secretary said that he had discussed the Berlin 
situation at length with the Soviet Foreign Minister, Mr. Gromyko, 
during his recent visit to New York. He had made it clear to 
Mr. Gromyko that so long as the Russians refused to contemplate 
a solution of the Berlin problem based either on self-determination 
for Germany or on arrangements covering the whole of Berlin, it 
would be necessary for Western troops to remain in West Berlin, and 
that any solution would have to be based on that assumption. He 
had suggested that the idea of an international access authority for 
Berlin warranted further study. If agreement could be reached on 
access it would be possible to consider guarantees for the frontiers 
of East Germany and some formal understanding between the 
countries of the North Atlantic Alliance and of the Warsaw Pact. 
Mr. Gromyko, although he had emphasised the objections of the 
Soviet Government to the continued presence of Western troops in 
Berlin, had not rejected the idea of further study of an international 
access authority and had reverted to it in a subsequent discussion 
with the United States Secretary of State. 

The Foreign Secretary said that there was some evidence that 
Mr. Khrushchev was hoping to arrange a meeting with President 
Kennedy to discuss broader questions of international policy; the 
Soviet economy was under strain and the Soviet Government were 
showing interest in measures to increase world trade. They might 
also for economic reasons be disposed to consider seriously practical 
measures of disarmament and an agreement on nuclear tests. If a 
meeting between Mr. Khrushchev and President Kennedy were to lead 
to some agreement on any or all of these broader issues, it was at 
least possible that the Berlin question might be shelved. 

The Foreign Secretary said that the situation in the Yemen was 
still obscure. It was improbable, in spite of rumours to the contrary, 
that the Imam was still alive. Prince Hassan had not yet arrived in 
Yemen, but his son was rallying such support as he could from the 
tribes. He felt that for the time being it would be necessary to pursue 
a policy of non-involvement and that recognition of the revolutionary 
regime should be delayed in spite of the arguments which had been 
advanced in favour of immediate recognition. 
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The Prime Minister said that the implications of a revolutionary 
Government in the Yemen could be serious. Such a Government 
would be bound to work actively against the merger of Aden Colony 
with the Federation of Aden which was now in process and, if as a 
result the control of Aden Colony were to pass out of our hands, our 
whole position in the Persian Gulf would be endangered. At the 
same time active support of the reactionary forces opposed to the 
revolutionary Government now trying to establish itself would be 
politically repugnant. For these reasons there seemed no present 
alternative to a policy of non-involvement. It would be prudent to 
delay recognition of the new regime until its position, including the 
degree of control which it could in practice exercise, could be more 
clearly seen. He would wish to discuss separately with the Minister 
of Defence and the Foreign Secretary the military implications of the 
present situation. 

2. The Cabinet had before them memoranda by the Minister 
of Housing and Local Government (C. (62) 145) and the Chief 
Secretary, Treasury (C. (62) 148) about housing policy. 

The Minister of Housing said that owing to the growth in 
population and in the number of separate households and to rapid 
obsolescence and the difficulty of securing land for building, the 
shortage of houses in many parts of the country had become acute. 
In seeking to give housing a new impetus he thought it would be right 
to proceed with a number of linked proposals, which he had set out 
in general terms in C. (62) 145. These proposals dealt with the need 
for an increased total housing output ; the need to cater for a wider 
range of demand and provide alternatives to local authority 
ownership; and the need to improve the standard of older houses. 

It had already been agreed that the aim should be to increase 
output for Great Britain from 300,000 houses per annum to 325,000, 
mainly by stepping up local authority building. Studies had shown 
that further ground would be lost if output were not increased to 
350,000 and held at that level for a number of years. This further 
increase should be sought mainly in the private sector but could not 
be achieved immediately. Increased productivity would be essential 
and so also would a sounder and more realistic financial basis for 
both publicly and privately built houses. Some revision of subsidies 
would be called for to ensure that benefit would accrue to those local 
authorities and to those tenants who were most in need of assistance. 
It would not be necessary or expedient to apply a further measure 
of decontrol of rents in the private sector but in due course the 
permitted rent limit should be raised for houses remaining in control. 
More land would be required, and it would be necessary to review 
green belt policies. It should, however, be possible to confirm most 
of the green belt plans which had been submitted. Decisions about 
land would turn on the Cabinet's consideration of proposals about 
the distribution of industry and the growth of office building which 
would shortly be submitted by the Home Secretary, as Chairman of 
the Committee on Population and Employment. Even with 
maximum use of expanded towns, there would be a need for further 
new towns; and announcement of the Governments willingness to 
help in this way would enable the local authorities to concentrate 
on expansion projects which were within their capabilities. 

The chief means of catering for a wider range of demand would 
be by encouraging owner-occupation, which could be helped by the 
building societies if they had the assurance of continued stability in 
the housing programme; and by developing co-operative ownership 
of houses on the Scandinavian model. Co-operative schemes would 
be fostered by housing societies under central guidance and it was 



likely that finance for such schemes would be provided both by 
building societies and insurance companies. The local authority 
contribution to an enlarged housing programme should be mainly 
in terms of more slum clearance, more building for old people and 
building to deal with obsolescence. 

The rate at which advantage had been taken of improvement 
grants needed to be improved. Some compulsion might be required 
to achieve this. 

In discussion the following points were raised: 
(a) The Chief Secretary, Treasury, said that the additional 

demand on resources which would be made by increasing the output 
of houses to 350,000 per annum would be about £110 million. Before 
accepting a commitment of this order it would be prudent to consider 
the proposal in the context of other major investment proposals which 
would be coming before the Cabinet shortly and to see how far the 
construction industries would be able to meet the demands which 
would be made upon them. 

(b) The Minister of Public Building and Works said he believed 
it would be possible to achieve 350,000 houses a year without 
prejudicing other demands. But time would be required to secure 
the necessary improvements in the management, professional and 
labour aspects of the construction industries. It would, in his view, 
be right to make the first move in the public sector, where Government 
Departments and other main clients of these industries could place 
orders big enough to justify the standardisation, modernisation and 
heavy capital investment which would have to be undertaken. The 
private sector would then obtain the incidental advantages of these 
measures. Arrangements would be necessary to secure co-ordination 
of departmental requirements. 

(c) There was general agreement in the Cabinet on the need to 
improve on the present aim of 325,000 houses a year, but it was noted 
that if any specific figure was announced there would be a danger that 
failure to achieve it, by however small a margin, would be represented 
as a defeat for the Governments policies. Special care would need 
to be given to the content and form of any announcement of the 
Governments intentions. 

(d) The proposal to secure more realistic private rents would be 
a major political issue and so also might be the proposal to revise 
the subsidy structure, which would require legislation in due course. 
There might, however, be advantage in announcing the Governmen t s 
policy on these matters in the context of the other proposals which 
were in mind. Revision of the subsidy structure would be welcomed 
by many of the bigger cities. 

(e) It would be easier to secure the co-operation of the building 
societies in taking measures which were within their own control if 
it could be shown that the Government were determined to maintain 
the general scale of their housing effort and would not try to use the 
building industry as one of the regulators of the economy. In further 
examination of proposals for owner-occupation and co-operative 
schemes the need to encourage mobility of labour should be kept in 
mind and attention should be given to ways of simplifying the 
processes of buying and selling land. 

Summing up the discussion the Prime Minister suggested that the 
Cabinet should at this stage do no more than form a general view 
about the objectives to be sought. Presentation of those objectives, 
the means to be used to achieve them and the timing of the programme 
would require careful thought at a later stage. Subject to closer 
examination of the political, economic and legislative implications, 
he believed that the Cabinet were prepared to accept the objectives 
described in C. (62) 145. Although an output of the order of 350,000 
houses per annum would impose additional demands on resources 
it would be wrong to suppose that these demands could only be met 



at the expense of other programmes. Some resources were at present 
under-employed and there was no doubt about the scope for 
improvement in the performance of the industries concerned with 
building and building materials. The task before the Government 
would be difficult but he was convinced that if an energetic approach 
were adopted it could be achieved. Any immediate announcement 
should concentrate on slum clearance and should deal only in general 
terms with owner-occupation, building to let and other features of 
the proposals. At a later meeting the steps to be taken for securing 
more land and for further new towns could be considered in the light 
of the reports to be submitted by the Home Secretary. 

The Cabinet— 
(1) Approved,	 as general objectives and subject to later 

consideration of the political, economic and legislative 
implications, the proposals on housing policy set out in 
C (62) 145. 

(2) Took note that the public statement which would shortly be 
made by the Minister of Housing, after consultation with 
the Chancellor of the Exchequer, would stress the 
proposals relating to slum clearance and would deal only 
in general terms with owner-occupation and building to 
let. 

(3) Agreed to resume their consideration of green belt policy and 
new towns in the light of the reports which would shortly 
be submitted by the Home Secretary on the distribution 
of industry and the growth of office building. 

(4) Took	 note that the Prime Minister would give further 
consideration to the machinery required to secure 
implementation of their conclusions and to the timing of 
announcements about them. 

3. The Chancellor of the Exchequer said that following the 
appointment of Mr. Geoffrey Lawrence, Q.C., as Chairman of the 
National Incomes Commission, two other full-time appointments 
would be made together with a few part-time appointments. H e had 
noticed evidence of a greater public support for the proposal to set up 
the National Incomes Commission, and it would be important to 
continue to link the Commission in the minds of the public with the 
National Economic Development Council, particularly because the 
Trades Union Congress had already agreed that wages generally 
should be a matter for discussion in the latter. The Commission^ 
terms of reference had not yet been finally determined, but it was 
hoped that, after consultation with the Chairman, it would be possible 
to publish them in the near future. He had again considered, with 
the Minister of Labour, whether there should be powers to refer 
disputed issues on wages and salaries to the Commission where only 
one party to the dispute wanted this to be done and had finally 
decided against it. He had also considered how far the National 
Incomes Commission should be concerned with profits and dividends. 
There was some risk that critics of the Commission might argue that 
it was solely an instrument to restrain wages and salaries, and that 
the Government had taken care not to extend restraint to profits and 
dividends. Part of the answer was that the Commission was 
designed not merely to restrain increases in incomes that might 
otherwise have been excessive, but also to enable incomes to be 
increased, where increases were justified, by isolating the appropriate 
cases; and any ex post facto enquiry would be liable to entail 
examination of profits and dividends. But there still remained the 
possibility that large profits might be earned or large dividends paid 
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by an industry which had not thrown u p any issue on wages and 
salaries for the Commission^ consideration. H e thought that such 
a case would be rare. The Government must not appear to be 
opposed to large profits except where these derived from monopoly 
influences or excessive protection. The Monopolies Commission 
already existed to make enquiries into such industries, but he 
suggested that the Government might leave the way open to ask the 
Commission for an opinion in any particular case; and if the 
Commission advised that further action appeared to be justified it 
could be taken either by referring the matter to the Monopolies 
Commission or perhaps by adjusting tariffs. 

The President of the Board of Trade said that, strictly, there was 
no such thing as the profits of an industry; the profits were made by 
particular concerns. If, therefore, the arrangement suggested by the 
Chancellor of the Exchequer were adopted, it might be criticised by 
the Trades Union Congress and by others as a subterfuge which was 
not intended to have any effect in practice. A t the same time the 
proposal might alarm employers. 

In discussion it was pointed out that, in spite of its presentational 
advantages, the Chancellor^ suggestion would not meet the criticism 
that the Commission would not cover all incomes; rents, for instance, 
would still be excluded. Moreover, the enquiries of the Monopolies 
Commission took a long time, effective though they were in some 
circumstances. On the other hand, the Government had already 
declared that their incomes policy embraced profits and dividends; 
and, although it might be difficult to express them in precise statistics, 
the profits of an industry were commonly taken into account in wage 
and salary settlements. 

Summing up, the Prime Minister recalled that when he had 
announced the intention to set up the Commission he had referred 
to profits and dividends. He had pointed out that it might be argued 
that it would be wrong to restrain wages and salaries if the effect 
were to increase profits and dividends, but that, in practice, when 
profits and dividends were rising, rises normally occurred also in 
wages and salaries. He had promised, however, that the Government 
would by fiscal or any other appropriate means restrain any undue 
growth in aggregate profits that might follow from restraint in wages 
and salaries. In relation to the National Incomes Commission, the 
problem was to find a form of words that would make it clear that 
the Commission were not precluded from examining profits and 
dividends. 

The Cabinet— 
Invited the Chancellor of the Exchequer so to frame the 
terms of reference of the National Incomes Commission 
that the examination of profits and dividends would not be 
excluded. 

4. The Minister of Labour said that a demarcation dispute had 
arisen between the Amalgamated Union of Building Trade Workers 
and the Iron and Steel Trades Federation. A new technique for 
making steel involved the use of a converter lined with dolomite 
blocks. These blocks had been laid by steel workers, whereas the 
bricks which lined open-hearth furnaces of the older pattern were 
laid by bricklayers. The bricklayers claimed that they should lay 
the dolomite blocks in the new plant. At the end of the preceding 
week it had appeared that the leaders of the Bricklayers' Union were 
in favour of arbitration or conciliation and that those of the Steel 
Workers ' Union were prepared to accept arbitration at one particular 
plant, but not at others. Subsequently, however, a meeting of the 
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Executive of the Bricklayers' Union had decided, apparently by a 
small majority, to continue the strike, and to reject arbitration. The 
Steel Workers ' Union, on the other hand, had now expressed their 
readiness to accept arbitration on the dispute for the whole industry. 
He had told the Bricklayers' Union that he greatly regretted their 
action and he had encouraged the Trades Union Congress (T.U.C.) 
to take action in accordance with their normal procedure in disputes 
between unions. A meeting had already been held between the 
spokesman of the T.U.C. and the unions' leaders on the previous 
day and another had been arranged for that afternoon. It was 
possible that this would need to be continued on the following day. 
Meanwhile, the Bessemer steel plant of Richard Thomas and Baldwins 
Limited at Ebbw Vale had closed, and certain open-hearth furnaces 
might be closed within a few days. It was hoped to keep other plants 
in operation until the middle of the following week, but after that the 
whole industry might come to a halt unless the dispute had been 
resolved. The industry might lose permanently many of its orders 
to its oversea competitors. Some of the smaller firms with older 
plant might never reopen, though this would not necessarily be 
detrimental to the economy, since the modern plants had been 
designed on a scale which should suffice to meet demand. He could 
not intervene further himself while the T.U.C. were attempting to 
mediate, but the Government could not stand aside if the industry 
were forced to close down. The courses open to him if the T U G  . 
efforts proved unsuccessful were to appeal to the unions to settle 
their differences, to set up a Court of Inquiry, or to use his good offices 
in conciliation or in persuading them to accept arbitration. He had 
no means, however, of compelling the men to return to work. 

The Cabinet— 
Took note of this statement by the Minister of Labour. 

5. The First Secretary of State informed the Cabinet that the 
Prime Minister of Southern Rhodesia, Sir Edgar Whitehead, had 
expressed the wish to speak at the General Assembly of the United 
Nations on the situation in Southern Rhodesia. Apart from being a 
courageous step he felt that a speech by Sir Edgar Whitehead might 
help to put the Southern Rhodesian situation in a better perspective. 

The Foreign Secretary said that, while he welcomed the idea of a 
personal intervention by Sir Edgar Whitehead, it would be preferable 
that this should take place in the Four th Committee rather than in the 
General Assembly. In the General Assembly it would be necessary 
for Sir Edgar Whitehead to speak from the United Kingdom seat; 
and this would tend to confirm the impression that Southern Rhodesia 
was under the effective control of the United Kingdom Government. 

Office, S.W.1, 
October, 1962. 
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1. The Lord Privy Seal said that the military situation in the 
Yemen was stiil obscure. The republican Government appeared to 
have a fair measure of control in the west and south of the territory, 
but in the north and east the tribes were maintaining their 
independence and their old loyalties. Tribal forces had captured the 
fort of Maar ib , but it was understood that the republicans were 
mounting a counter-attack. The Imam Badr was believed to be 
alive and was reported to have been in touch with King Saud. 

The United States Administration agreed with us that recognition 
should continue to be withheld for the time being, although 20 
countries, including the Arab Republics, had already recognised the 
new regime. The United States Administration had informed the 
Egyptian Government that they had important interests at stake in 
the Arabian Peninsula which they would not be prepared to see put 
into jeopardy by developments in the Yemen and it was helpful to 
us that they had listed the British position in Aden as being among 
the interests which they had in mind. 

The Commonwealth Secretary said that the Rulers in the Aden 
Federation were much disturbed by the course of events in the 
Yemen. They were afraid, and with reason, that if the new regime 
succeeded in establishing its position, their own armed forces would 
be subverted. In that event Yemeni influence would be likely to 
extend through the Federation to the borders of Aden Colony 
itself, and our position in Aden would be undermined. 

The Prime Minister said that it would be necessary to keep 
developments in the Yemen under close review, in consultation with 
the United States Administration. For the time being the policy of 
non-involvement and non-recognition must continue. 

2. The Cabinet had before them a note by the First Secretary 
of State (C. (62) 153) covering a revised draft of The Queen's Speech 
on the Opening of Parliament. 

In discussion it was suggested that paragraph 7 of the draft 
should be expanded to include a reference to the legislation which 
would be required if the United Kingdom joined the European 
Economic Community. Omission of any specific reference to 
legislation would be taken to mean that the Government had decided 
against legislation in the coming session of Parliament and would 
invite pressure for an explanation of the Governments intentions. 
On the other hand, inclusion of a reference to legislation would be 
out of place if in the event negotiations were not completed in time to 
enable a Bill to be introduced and enacted during the session. The 
general view of the Cabinet was that on balance the prudent course 
would be to make no direct reference to legislation and to confine 
the Opening Speech to a reaffirmation of the Governments intention 
to seek the approval of Parliament when the negotiations had been 
completed. It would be easier to explain the difficulties of timing in 
the course of the Debate on the Address than to take account of 
them in the Opening Speech itself. 

In further discussion the Cabinet agreed upon a number of 
amendments in the draft Opening Speech. 

The Cabinet— 
(1) Subject	 to the amendments agreed upon in their discussion, 

approved the terms of the revised draft of the Opening 
Speech. 

(2) Took	 note that the revised draft, as amended, would be 
submitted by the Prime Minister for The Queen's 
approval. 
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3. The Cabinet had before them a memorandum by the 
President of the Board of Trade (C. (62) 155) on imports of cotton 
textiles from Pakistan. 

The President of the Board of Trade said that on 1st August the 
Cabinet had agreed that if Pakistan could not be persuaded to restrict 
voluntarily her exports of cotton textiles and yarns to the 1961 levels 
import restrictions would have to be applied. The 1961 figure for 
imports from Pakistan had amounted to 0-6 million lb. of yarm 
During the Meeting of Commonwealth Prime Ministers he had 
agreed that Pakistan should be offered an increase in the ceiling 
from 0-6 million lb. to 1 -4 million lb., which had been the figure for 
1960. President Ayub Khan, however, had refused to accept this 
and had asked for an increase to 2-56 million lb., which had been 
the peak figure for 1956-57. 

The cotton industry had been given to understand that total 
imports from Asian countries would not exceed 1961 figures. Even 
an increase to 1-4 million lb. in imports from Pakistan would 
involve between 2 and 3 million more yards of cloth and would have 
severe repercussions on the confidence of the textile industry, which 
was now at last showing faint signs of revival. Since there seemed 
no prospect that Pakistan could now be persuaded to accept 
voluntarily either the original figure of 0-6 million lb. or the revised 
offer of 1-4 million lb., he proposed that the offer should be 
withdrawn and that the original limit of 0-6 million lb. should be 
imposed compulsorily. The annual conference of the Cotton Board 
began on 19th October and he would before then have had to inform 
the industry of the arrangements that would operate after the end of 
1962. 

The Commonwealth Secretary said that the proposal that Hong 
Kong, India and Pakistan should voluntarily restrict imports of 
cotton textiles to 1961 levels suited the first two whose imports in 
1961 had been high, but did not suit Pakistan whose imports had 
been below the levels of previous years. When this fact had been 
realised there had been a bitter reaction from the Pakistan 
Government and from President Ayub in particular; the latter had 
refused to accept the increase to 1-4 million lb. which had been 
proposed as a compromise and had persisted in demanding the much 
higher figure of 2-56 million lb. India had already agreed that she 
would not herself ask for an increase in her ceiling if the figure for 
Pakistan was raised to this level. There was, however, a serious 
difficulty about Hong Kong. The Hong Kong Government had not 
yet been asked to comment on the possibility of any higher ceiling 
for Pakistan. It was likely that, if any increase was conceded to 
Pakistan, they would wish to increase their own exports above the 
1961 levels. He would not be prepared to impose compulsory 
restrictions on the export of textiles from Hong Kong. He felt, 
however, that if the Hong Kong Government could be induced to 
accept an increase in the Pakistan ceiling not to 2-56 million lb., but 
to 1-4 million lb., it was possible that Pakistan might also accept 
this figure. In view of the likelihood of very serious damage to our 
relations with Pakistan if compulsory restrictions had to be imposed, 
he felt that it would be right to make this last attempt to obtain 
voluntary agreement. 

In discussion the following points were made : 

(a) Even if Pakistan could be persuaded to accept a limitation 
of 1-4 million lb. voluntarily she would be unlikely to do so with 
good grace and our relations with the Pakistan Government would 
suffer in any case. It was inevitable that an increase to 1 - 4 million lb. 
for imports from Pakistan would have serious repercussions on the 
confidence of the textile industry in this country. In these 
circumstances there was much to be said for withdrawing the offer of 



1-4 million lb. which had been made in the context of the 
Commonwealth Prime Ministers' Meeting and reverting to the 
original figure of 0-6 million lb. 

(b) The attitude of the Pakistan Government had been less than 
constructive. Actual imports from Pakistan were currently running 
well below the level of 0-6 million lb. which was itself well in excess 
of the levels laid down by the Geneva long-term arrangement. 
Pakistan had made no allowance at all for the difficulties facing the 
textile industry in the United Kingdom. It was possible that, even 
at this late stage, if it could be clearly established that any increase 
above 0 - 6 million lb. would be unacceptable to Hong Kong, Pakistan, 
faced with the alternative of compulsory restrictions, might agree to 
accept a limit of 0-6 million lb. voluntarily. 

The Cabinet— 
(1) Authorised the President	 of the Board of Trade to base his 

statement to the cotton industry on the assumption that 
imports of cotton textiles from India, Hong Kong and 
Pakistan would not be allowed to rise above the levels 
previously agreed. 

(2) Authorised	 the Commonwealth Secretary to make a final 
effort to persuade the Pakistan Government to restrict 
voluntarily their imports of yarn into the United Kingdom 
to a level of 0 - 6 million lb. 

Cabinet Office, S.W. 1, 
15th October, 1962. 
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 1. The Cabinet were informed of Sir Norman Brook's 
 indisposition and asked that an expression of their sympathy and 

good wishes for a speedy recovery should be conveyed to him. 

2. The Prime Minister said that it would be some little time 
before the negotiations for our entry into the European Economic 
Community could be brought to a conclusion. For the time being 
Ministers should, in their public speeches, avoid accepting specific 
commitments, or giving explanations of the Governments general 
commitments, which might prove embarrassing when the final terms 
became known in detail. It would be desirable to maintain the 
generalised tone of the speech which he had himself made at the 
recent conference in Llandudno. More detailed arguments might 
with advantage be left to the various organisations, such as the 
Federation of British Industries, who were likely to support the 
Governments general policy but whose statements could not be held 
to commit the Government. The object should be to maintain the 
sense of confidence and advance which had been engendered but to 
avoid bringing the campaign prematurely to a climax. 

In discussion it was noted that one point which could usefully 
be stressed was that many of the younger economists were in favour 
of our entry into the Community; they did not accept the static view 
taken by some of their older colleagues and were persuaded that, on 
a more dynamic view, the economic advantages would heavily 
outweigh the disadvantages. 

The Cabinet— 
Took note of the Prime Ministers statement. 

*3. The Prime Minister said that on the evening of Sunday, 
20th October, he had been warned by the United States Ambassador 
in London to expect a personal message from President Kennedy. 
This was the first intimation to him of the chain of events which had 
led to the imposition of the United States blockade of Cuba. 

In his first message President Kennedy had reported evidence 
of the build-up of a Soviet missile capability in Cuba, and had said 
that on his own responsibility he had decided to prevent any further 
build-up by sea and to demand the removal of this threat to the 
Western hemisphere. He recognised the seriousness of this step and 
the danger that action taken to contain the Cuban situation might 
have repercussions in Berlin. He had, however, felt it essential to 
demonstrate to the Soviet Government that if they had counted on 
weakness or irresolution, they bad miscalculated. President Kennedy 
had added that he regretted the lack of consultation, which had 
been due to the fact that firm evidence of the Soviet capability had 
only come to light in the course of the preceding week, and that he 
had judged speed of decision to be essential. He hoped, however, 
that in the further development of the crisis the United States and 
United Kingdom Governments would act closely together. 

A further and more detailed letter from President Kennedy had 
been received on 21st October and the United States Ambassador 
had provided information, although not in great detail, about the 
extent of the Soviet build-up. The most disturbing feature of this 
had been the identification of 21 medium-range ballistic missile sites 
and eight intermediate-range ballistic missile sites capable between 



them of covering the whole of the United States. The presence of 
nuclear warheads in Cuba had not been definitely established. 

President Kennedy's second letter had referred again, to the 
evidence of the Soviet build-up, had recalled his previous public 
statement that the presence of ground-to-ground missiles in Cuba 
would be considered as an offensive threat and the repeated 
statements of the Soviet authorities that such armaments and military 
equipment as had been sent to Cuba were exclusively defensive. In 
the light of this development he had decided to impose a blockade of 
Cuba with the object of preventing the Soviet Union from 
introducing additional missiles into Cuba and of securing the 
withdrawal of the missiles already in place. This decision would be 
conveyed in a public statement to be made that evening in 
Washington, of which an advance text would be sent to London in 
the course of the day. 

President Kennedy had concluded his letter by saying that he 
had called an urgent meeting of the United Nations Security Council 
at which the United States would present a resolution calling for the 
withdrawal of offensive weapons from Cuba under United Nations 
supervision. In this event the United States would lift its blockade. 
He hoped that the United Kingdom would give him full support in 
the Security Council debate. 

The Prime Minister said that there had been a considerable 
delay in the transmission of the text of President Kennedy's speech. 
This had, he believed, been caused by argument about the limitation 
to be imposed on the United States blockade. In the passage 
describing the nature of the blockade President Kennedy, while 
making clear that it would for the time being be confined to ships 
found to be containing cargoes of offensive weapons, had said that 
it would be extended, if needed, to other types of cargoes and 
carriers. The Prime Minister said that he felt that this possible 
extension of the blockade was the point which had caused most 
difficulty as it was clearly the most dangerous, since it envisaged the 
interception of aircraft and the reduction of Cuba by siege. 

The Prime Minister said that in the course of 21st October he 
had considered various possible messages to President Kennedy, but 
had decided to wait for the text of his speech. When this had been 
received he had replied at once. He had started by expressing his 
understanding of the fierce reaction of American public opinion with 
which President Kennedy had to reckon. He had promised full 
support in the Security Council, but had asked for help in preparing 
a legal case to support the broad moral position; the international 
lawyers would be bound to make the point that a blockade involving 
the search of ships of all countries was difficult to defend in peacetime 
and had indeed been the subject of controversy in war. He had, 
however, accepted that precedents were little guide to conditions in 
the nuclear age. 

His letter had then dealt with Mr. Khrushchev's likely reaction 
if the Security Council resolution were vetoed and if the General 
Assembly, as was to be expected, failed to recommend any conclusive 
action. Mr. Khrushchev might content himself with demanding the 
removal of American bases in Europe. Alternatively, he might act— 
either in the Caribbean or elsewhere. In the Caribbean his obvious 
course v/ould be to escort Russian ships and to force the Americans 
to fire first: this was a dilemma with which we had always hoped to 
confront the Russians and might now find it turned upon ourselves. 
If Mr. Khrushchev decided to act elsewhere it might be in South-East 
Asia, in Iran, possibly in Turkey, but more likely in Berlin. The 
obvious way to answer a blockade in Cuba would be by imposing a 
blockade elsewhere. Soviet retaliation in Berlin would lead either 
to an escalation to world war or to the holding of a conference. He 



and President Kennedy should concert their policy as soon as the 
Russian reaction was known and decide in what direction it should 
be their object to steer the course of events both within the North 
Atlantic Alliance and elsewhere. 

His letter to President Kennedy had ended by mentioning two 
aspects of his decision which would be bound to cause concern. In 
the first place, European countries had lived for so long within 
range of Russian missiles of the most devastating kind that they had 
got used to it and might not fully understand the strength of the 
United States reaction. Secondly, Mr. Khrushchev would be likely, 
at any conference, to try to trade Cuba for Berlin. This must be 
avoided at all costs since it would endanger the unity of the Alliance. 

President Kennedy had replied to this letter late on 21st October. 
He had promised immediate consultation on the legal issues, based 
in the first instance on the Rio Treaty of 1947. In defence of his 
general action he had explained that he did not regard this as 
conditioned by American public opinion or by the existence of a 
missile threat. The United States had been under threat from 
inter-Continental ballistic missiles for some time. He did, however, 
consider that the Soviet action in Cuba constituted so deep a breach 
in the conventions of the international stalemate, that if unchallenged 
it would deeply shake confidence in the United States and would 
encourage Mr. Khrushchev to further and more dangerous moves. 
Action was admittedly dangerous. But inaction would be still more 
so. His action had not been influenced by feelings against Cuba. It 
was rather the first step in a major showdown with Mr. Khrushchev, 
whose action in Cuba had been so much at variance with all 
prediction that it was necessary to revise previous estimates of his 
level of desperation or ambition. He had agreed on the importance 
of taking account of European public opinion and of keeping in the 
closest touch about Berlin. He had admitted that he knew of no 
escape from the problem of the first shot, although his naval 
commanders had been instructed to use the minimum of force. 

The Prime Minister said that in the early hours of the morning 
he had spoken to President Kennedy. The President had reiterated 
his view that firmness offered the best chance of avoiding the 
outbreak of a third world war and had recalled the lesson of Hitler. 
He had clearly not formed a definite view about the nature of the 
next step; whether to work for a conference at Head of Government 
level or to persist in the attempt to secure by force, or threat of force, 
the removal of offensive weapons from Cuba. 

The Prime Minister said that he had also been in touch with 
General de Gaulle. General de Gaulle had said that he had himself 
received a message from President Kennedy and had discussed the 
situation with Mr. Acheson, who had produced photographs of 
Soviet installations in Cuba. General de Gaulle said that he had 
instructed the French representative at the Security Council to 
support the United States representative, though he attached little 
importance to the Security Council debate. He had, however, 
emphasised that if Mr. Khrushchev reacted to the blockade of Cuba 
by a blockade or some other measure directed at Berlin, the question 
immediately affected France and the United Kingdom as well as the 
United States, and he would expect immediate and continuous 
consultation between the three Powers. He was sceptical about the 
effectiveness of the Cuban blockade and considered that the Soviet 
build-up in Cuba might be designed to secure the withdrawal of 
United States bases in Europe. He had, however, agreed that the 
United States Government could not have been expected to ignore 
the Soviet threat. 



The Prime Minister said that he would welcome the views of his 
colleagues. 

The Foreign Secretary said that it was at present difficult to 
assess the policy behind Mr. Khrushchev's action in Cuba. President 
Kennedy had suggested that it might be either desperation or 
ambition and both were possible. Soviet setbacks in agriculture and 
the failure of their economy to meet earlier hopes of overtaking the 
West might be leading Mr. Khrushchev into a military gamble; and 
it would be consistent with such an intention to have covered the 
initial moves with professions of peaceful intent. But he himself 
thought it unlikely that Mr. Khrushchev wanted to start a war. It 
was more probable that he was seeking to improve his bargaining 
position, particularly in relation to Berlin, and that he wanted the 
United States Government to appreciate from their own experience 
the Soviet reaction to the presence of United States' missile bases in 
Europe close to Russia and their determination to secure their 
removal. 

In discussion the following points were m a d e : 

(a) It was possible that substance could be given to the legal case 
for the United States blockade of Cuba in the context of regional 
defence arrangements of a type specifically allowed for under the 
Charter of the United Nations. The Lord Chancellor undertook to 
examine this point with a view to preparing a brief for the United 
Kingdom representative at the United Nations. 

(b) The British shipping industry had already declared its 
willingness to co-operate with the United States authorities, e.g., by 
routing ships to prearranged rendezvous for search. It was, however, 
doubtful whether such a course of action would be acceptable to 
Parliament. There were objections in principle to allowing British 
ships in peacetime to be searched on the high seas. Since the 
Government had already asked shipowners to refrain from carrying 
military cargoes to Cuba and since there was no reason to think that 
this request had not been complied with, it was possible that the 
United States authorities might be prepared to let British ships 
through without search. It should not, however, be forgotten that 
President Kennedy's speech had intimated that the blockade might 
be extended to cover cargoes other than military equipment. The 
Foreign Secretary and the Minister of Transport undertook to 
examine this question further and to determine a course of action 
which would meet the needs of the United States Government and 
would be most likely to be acceptable to Parliament. 

(c) The country would expect to be informed at once of the 
Governments reaction to President Kennedy's speech. It was agreed 
that in any immediate comment on the situation Ministers should 
take the line that the Government were deeply concerned at the 
provocation presented by Soviet action in Cuba, that they had been 
kept fully informed by the United States authorities, that they would 
give full support to the United States in the forthcoming debate in 
the Security Council and that the United Kingdom representative 
was being instructed accordingly; and that they had no objection to 
the imposition of the blockade since British ships had already been 
instructed not to carry arms to Cuba. 

(d) There would be serious repercussions in Parliament. The 
Leader of the Opposition, who had been informed of the situation on 
21st October, had given no undertaking to refrain from condemning 
the United States action and some of his supporters would almost 
inevitably do so. Consideration should be given to the advisability 
of a statement in Parliament on 25th October before the Prorogation. 
A fuller debate might be expected at the beginning of the Debate on 
the Address on 30th October. It would also be necessary to include 



references to the Cuban situation in The Queen's speeches both on 
the Prorogation and on the Opening of Parliament. The Foreign 
Secretary undertook to prepare suitable drafts. 

(e) Reports had appeared in the Press that a large Russian 
convoy was on its way to Cuba although this had not been confirmed 
from intelligence sources. Whatever the truth of the report, 
Mr. Khrushchev would sooner or later be faced with a decision 
between attempting to force the United States blockade or of 
diverting Soviet ships. It appeared that up to the present no publicity 
had been given in Moscow to the United States blockade; and to this 
extent Mr. Khrushchev had left himself room for manoeuvre. To 
divert Russian ships would represent an immediate loss of prestige 
and seemed inconsistent with the deliberate provocation of the Soviet 
military build-up in Cuba itself. As against this, it could be argued 
that by avoiding a resort to force at this stage Mr. Khrushchev would 
greatly strengthen his position at the United Nations, particularly 
with the Afro-Asian group. 

(/) Among the many dangers in the present situation the risk of 
a serious division between the United States and Europe, or between 
the United States, the United Kingdom and the other countries of 
the North Atlantic Alliance was potentially the most serious, and 
would give the greatest advantage to the Soviet cause. 

Summing up the Prime Minister said that it was clear that no 
decision on policy could be taken until some firmer indication had 
been obtained of the probable nature of Mr. Khrushchev's reaction 
to the United States blockade of Cuba. It would be necessary to 
keep the situation under close and continuous review. He would be 
in touch with President Kennedy as also with the other European 
Governments concerned. It had been useful for the Cabinet to 
review the facts as now known and to discuss their possible 
implications, and the Cabinet would resume their discussion as soon 
as the development of the situation warranted it. 

The C a b i n e t 

(1) Agreed	 that in any immediate comment on the situation 
Ministers should take the line that the Government were 
deeply concerned at the provocation presented by Soviet 
action in Cuba, that they had been kept fully informed of 
developments by the United States authorities, that they 
would give full support to the United States in the 
forthcoming debate in the Security Council and that the 
United Kingdom representative was being instructed 
accordingly; and that they had no objection to the 
imposition of the blockade since British ships had already 
been instructed not to carry arms to Cuba. 

(2) Invited the Foreign	 Secretary to arrange for the drafting of 
suitable passages on the situation in Cuba for inclusion in 
The Queen's speeches on the Prorogation and Opening 
of Parliament. 

(3) Took	 note that the Prime Minister would consider the 
advisability of making a statement in Parliament on 
25th October before the Prorogation. 

(4) Invited the Lord Chancellor to consider the legal justification 
for the imposition by the United States of a blockade of 
Cuba with a view to briefing the United Kingdom 
Permanent Representative at the United Nations for the 
forthcoming debate in the Security Council. 
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(5) Invited the Foreign	 Secretary and the Minister of Transport 
to consider in the light of their discussion the action 
which should be taken in regard to British ships trading 
to Cuba, bearing in mind the objections which would be 
raised in Parliament to the stopping and search of British 
ships on the high seas in peacetime. 

 4. The Foreign Secretary said that the latest information from 
 the Yemen showed that the republican regime, with the help of 
 Egyptian troops, were driving back the royalists both in the north 

 and south of the country and were establishing their control. It was 
 necessary to consider whether and when the United Kingdom 

 Government should recognise the new regime. Italy was believed 
to be anxious to grant recognition quickly. So also was West 
Germany, lest East Germany should do so first. But other countries, 
including the United States, were still holding back. If we were to 
grant recognition, there would be repercussions in the Aden 
Protectorate and in the Persian Gulf. On the other hand, if 
recognition were withheld we might fall foul of the new Yemeni 
Government, who had claimed to be well disposed towards us. The 
general situation was disturbing; defections had occurred among 
Saudi Arabian forces despatched to help the royalists, and the 
influence of Egypt was increasing. The Governor of Aden had 
accepted that recognition would have to be granted, but he wished 
to be given time to explain to the Protectorate Rulers and to the 
Sheikhs of the Persian Gulf that the grant of recognition to the new 
regime would be largely a technical matter implying no change in 
United Kingdom policy. This might mitigate but would not 
eliminate their anxiety. It would be necessary to watch the situation 
as it developed from day to day so that recognition would be timed 
to take place after the ground had been sufficiently prepared by talks 
with the Rulers, but would not be so delayed that our relations with 
the republican Government in the Yemen would be damaged. 

The Cabinet— 
(1) Approved in principle	 the recognition of the new regime in 

the Yemen. 
(2) Invited	 the Foreign Secretary, in consultation with the 

Commonwealth Secretary, to arrange for consultation 
with the rulers of pro-British territories in the Persian 
Gulf and of the Aden Protectorate in order to prepare the 
way for early recognition. 

5. The Cabinet had before them a memorandum by the Chief 
Secretary, Treasury (C. (62) 159), covering a draft White Paper on 
public investment for the period to March 1964. 

The Chief Secretary, Treasury, said that it had become the custom 
to lay a White Paper on public investment at the beginning of each 
session of Parliament. The White Paper would be debated towards 
the end of November or early in December. The draft was largely 
factual and set out information on investment under two broad 
heads; first, the nationalised industries and public corporations and, 
second, public service investment on schools, housing, roads and other 
services of central and local government. The figures in the draft 
showed substantial increases under both heads. These followed 
largely from decisions which the Cabinet had taken on 1st August, 
1962. Since private investment was now showing some tendency to 
decline, this was an appropriate time for the announcement of 
increases in the public sector. Two important figures remained to 
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be determined, namely, the increases in investment of the Central 
Electricity Generating Board and of the Post Office. In both these 
cases, as in all nationalised industries to a greater or lesser extent, 
present policy was that investment should be determined largely by 
commercial criteria, including the return to be expected on capital 
invested. He hoped that the debate on the White Paper would 
provide a suitable opportunity to explain in greater detail how the 
proposed investment would be distributed across the country to take 
account of variations in the load on the building and civil engineering 
industries. 

In discussion it was generally agreed that it would be unwise to 
try to make points of presentation in the text of a White Paper which 
was essentially factual. But there would be some danger of 
misconception in the public mind unless, when the White Paper was 
published, guidance was also given to the Press on the main features 
and implications of the investment figures. This should draw 
attention, for instance, to the significance of increased investment in 
housing; to the doubling of investment in roads in the North-East, 
and to the difficulty of giving figures of investment in the railways 
before the programme of closures had been finally settled. 

Various drafting amendments were suggested and approved. 
The Cabinet— 
(1) Approved	 the White Paper for publication, subject to the 

drafting amendments suggested in discussion. 
(2) Invited the	 Minister without Portfolio, in consultation with 

the Chief Secretary, Treasury, and other Ministers 
concerned, to prepare information for the guidance of 
the Press, for issue when the White Paper was published, 
on the main features of the investment figures. 

6. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (62) 160) about the purchase of United Nations bonds. 

The Foreign Secretary recalled that on 29th January Parliament 
had been informed that we would buy United Nations bonds within 
a maximum of $12 million subject to the cash requirements 
of the Organisation and the extent to which other countries 
subscribed. The purpose of the bond issue had been to pay off a 
United Nations deficit amounting at the end of 1961 to about 
$100 million; and it now seemed likely that by the end of the current 
year the deficit would approach $200 million. Forty-nine member 
nations, including the United States, had made or pledged purchases 
totalling about $150 million. In these circumstances we had little 
ground on which to refuse to honour our announced undertaking. 
We had not yet done so because most of the money so far subscribed 
had been used for current expenses, including those of the United 
Nations operations in the Congo. It was still possible that United 
Nations policy in the Congo might not accord with our views. But 
the situation had changed in that, whereas until recently the danger 
had been that the United Nations would exert undue pressure on 
Katanga, their attention had now been turned to exerting pressure 
on the Central Congolese Government. Canada had already 
purchased bonds, and it was believed that Australia was on the point 
of doing so. It was unlikely that there would be a more suitable 
moment than the present for our purchase, and if action by the 
United Nations caused further criticism in Parliament, the purchase 
might be defended on the ground that its object was to defray old 
bills, rather than to meet the cost of current operations. Given the 
present favourable circumstances, he suggested that the full quota of 
$12 million should be purchased now. 
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In discussion the following points were m a d e : 
(a) It would be difficult to justify contributing a larger sum 

than had at the time been contributed by the United States. So far 
$34 million had been subscribed by various member States; within 
a few days it was expected that the United States would match this 
with an equal amount. Whatever our subscription was, it would 
likewise fall to be matched by a contribution from the United States 
within a total of $100 million. 

(b) While there might be a case for purchasing only half our 
quota of $12 million at this stage, on the ground that other member 
States had so far contributed only $34 million, there would be 
advantage in making a single purchase. Two separate purchases 
might provide a double opportunity for criticism of United Kingdom 
co-operation with the United Nations in the Congo. 

The Cabinet— 
Approved the immediate purchase of United Nations bonds 
to the value of $12 million. 

7. The Cabinet had before them a memorandum by the Lord 
Chancellor (C. (62) 154) suggesting the inclusion of the higher 
judiciary within the Pensions Increase Bill. 

The Lord Chancellor said that, in accordance with past practice, 
the current Pensions Increase Bill had been drafted to provide 
increases in the pensions of retired members of the lower judiciary 
and in the pensions of widows of former members of both the lower 
and the higher judiciary, but the Cabinet had not so far been asked 
for authority for the inclusion in the Bill of provision for increases 
in the pensions of former members of the higher judiciary. There 
had been no need to include the pensions of the higher judiciary in 
previous pensions increase measures because it was not until the 
Judicial Pensions Act of 1959 that the pensions of such judges already 
in retirement fell to a lower level than those of judges currently 
retiring. The Judicial Pensions Act, 1959, had granted increases in 
the pensions of members of the higher judiciary who had already 
retired, so that to include these pensions in the new Pensions Increase 
Bill would not be a new departure in principle. Moreover, to the 
extent that the Bill restored in some measure the purchasing power 
of older pensions, it was difficult to see why it should not be extended 
to pensions of members of the higher judiciary which had declined 
in purchasing power in the same way as other public service pensions. 
The difficulty was simply that the increases granted under the Bill 
to members of the higher judiciary would be the largest under the 
Bill; in one case as much as £504. But the total cost of these increases 
would be only £2,422 for the whole of Great Britain, and no 
Northern Ireland judge would qualify. 

In discussion the view was expressed that, since the Bill would, 
for the most part, deal only with pensions of moderate size and 
provide increases of much smaller amounts than members of the 
higher judiciary would receive, the addition of the higher judiciary 
might be embarrassing. On the other hand, the necessary provision 
for the judges would be made by adding a further item to a list of 
provisions in a schedule to the Bill, and contrasts would be drawn in 
any case between the increases granted for relatively high pensions 
and the position of those, whether covered by the Bill or not, who 
were living on small pensions. 

The Cabinet— 
(1) Agreed that the pensions of the higher judiciary who	 retired 

before 1959 should be included among those to be 
increased under the forthcoming Pensions Increase Bill. 
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Oversea The Chief Secretary, Treasury, said that the Legislation 
Pensions Committee had invited him to report to the Cabinet that provision 

had been included in the draft of the Pensions Increase Bill for the 
Secretary of Technical Co-operation to supplement the pensions of 
certain oversea pensioners where the Government by whom they had 
been employed had not granted increases equivalent to those 
provided under domestic legislation for pensions of the British public 
services. This provision, which would cost about £ 1 ^ million a year 
initially, had been recommended by a working party under the 
Secretary for Technical Co-operation, and he, for his part, was 
prepared to accept it. 

The Cabinet— 
(2) Agreed to the inclusion in the forthcoming Pensions Increase 

Bill of provision for the pensions of British servants of 
oversea Governments to be increased to provide benefit 
equivalent to that of United Kingdom Pensions Increase 
Acts. 

Public Order 8. The Cabinet had before them a memorandum by the Home 
Secretary (C. (62) 156) about Fascist activities and public order. 

The Home Secretary said that the Government would be 
expected to bring forward proposals to strengthen the law for dealing 
with the activities of bodies such as the Union Movement and the 
National Socialist Movement. Although there were difficulties about 
any action which might upset the delicate balance between the rights 
of free speech and the need to preserve law and order, the 
Government would be criticised if they appeared to be doing nothing 
to restrain both those who offered provocation and those who 
responded with violence. If the law were strengthened against the 
Fascist bodies, those who broke up their meetings would have no 
excuse for doing so and would forfeit public sympathy if they 
persisted. 

There would be no difficulty in, and there would be general 
support for, increasing the penalties for offences under sect ;on 5 of 
the Public Order Act, 1936. But the Government would be expected 
to go further. The idea which had been most freely canvassed (and 
would be revived in a Private Member's Bill which Mr. Iremonger, 
M.P., intended to introduce in the coming session of Parliament) 
was that there should be added to section 5 an explicit reference to 
incitement to " hatred of any racial group ". This might not add 
anything material to the law as it stood, and a decision on whether 
to support the proposed change could not be taken until the courts 
had settled one of the two cases which were pending. The 
amendment suggested would certainly be ineffectual against the 
Union Movement, whose speakers were now at pains to avoid using 
words which could be held to incite racial hatred; and it would not 
deal with offensive written matter. Suggestions had also been made 
for legislation in general terms to make incitement of racial hatred in 
public speech or in writing a criminal offence, regardless of its effect 
on public order. The weaknesses of legislation of this kind were 
the difficulties of definition and enforcement which would arise and 
the fact that it would again make no impact on the problem presented 
by the Union Movement; but these weaknesses were not necessarily 
conclusive. A third possibility would be to take powers to enable 
the police to ban meetings in advance on general grounds. This, 
however, would take the Government into very deep waters. 

In the forthcoming Debate on the Address, when the 
Government would be asked about their legislative intentions, it 



would be appropriate to say (as he had suggested in paragraph 14 of 
C. (62) 156) that until the cases now sub judice were decided it would 
be impossible to hold that the present law was inadequate; the 
situation would be reviewed in the light of decisions on those cases 
and if the law were shown to be inadequate immediate attention 
would be given to amendment. A promise could be given that steps 
would be taken to bring about an increase in penalties under the 
existing law as soon as a suitable opportunity arose. 

In discussion the following points were raised: 
(a) There was no doubt about the need to increase the penalties 

for offences under section 5 of the Public Order Act. It would be 
for later consideration whether this should be done in general 
legislation to bring penalties up to date or in a measure dealing 
specifically with public order. 

(b) Although the words suggested for inclusion in section 5 of 
the Public Order Act might be unnecessary and could not in any case 
deal with some aspects of the problem, there might be some 
advantage in accepting them. Acceptance of words which implied 
determination to suppress incitement of racial hatred might make it 
easier to resist less sensible proposals for the prohibition of racial 
discrimination. 

(c) General legislation to make incitement to racial hatred an 
offence regardless of its effect on public order would raise problems 
about the criteria to be adopted in judging incitement and the 
introduction of such legislation might lay the Government open to 
the charge that they were embarking on a course which would lead 
eventually to censorship of the expression of religious and even 
political views. 

(d) As the law stood at present, the only way of dealing with 
offensive leaflets was to take proceedings for seditious libel. The 
chance of success in such proceedings depended on showing that the 
leaflets had been given widespread distribution for the purpose of 
promoting disorder, and it was not easy to prove this. The law of 
seditious libel was in any case difficult and obscure and might with 
advantage be brought up to date. But amendments of the kind 
required seemed likely to prove politically unattractive and it would 
be useful to examine whether the distribution of offensive leaflets 
could be prevented without amending the law of seditious libel. 

Summing up the discussion the Prime Minister said that it would 
be right to speak in the Debate on the Address on the lines which 
had been suggested by the Home Secretary. There were difficulties 
about the various suggestions which had been made for amendment 
of the law but the subject was of much political importance. The 
Ministers particularly concerned should examine the possibilities 
further and the Cabinet should consider them again at a later 
meeting. 

The Cabinet— 
(1) Took	 note that the Home Secretary would submit to the 

Prime Minister for use in the forthcoming Debate on the 
Address the draft of a passage on the lines indicated in 
paragraph 14 of C. (62) 156. 

(2) Invited the	 Home Secretary, in consultation with the First 
Secretary of State, the Lord Chancellor and the Attorney-
General, to consider further, in the light of the Cabinefs 
discussion, ways in which the law might be amended to 
deal with incitement to racial hatred; and to bring the 
question before them again at a later meeting. 
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1. The Minister of Transport said that the Chairman of the 
British Transport Commission, Dr. Beeching, had now discussed with 
the trade unions his proposals for reducing the labour force in the 
railway workshops, and with the Chancellor of the Exchequer, the 
Minister of Labour and himself his proposals for settling the current 
claims of the railway unions for increases in pay. The Commission 
and the unions would meet to discuss the pay claims early in 
November. 

The discussions on redundancy had produced a better atmosphere 
for Dr. Beeching's dealings with the unions; he had admitted that 
the manner in which he had presented his proposals for redundancy 
in the railway workshops had produced difficulties for the unions 
and had indicated that he would adopt a different procedure for the 
redundancies which would follow from the closure of railway lines. 
Negotiations were proceeding and the unions had been given the 
opportunity to suggest modifications of the plans for the workshop 
redundancies. The threat of immediate strike action on this had 
receded. 

On the pay claim, Dr. Beeching's attitude had been that he 
should seek a settlement on the terms which he thought the good 
management and reorganisation of the railways required. The 
National Union of Railwaymen had claimed 11-5 per cent for the 
lowest paid railwaymen and 5 - 65 per cent for the salaried staff whom 
they represented. The Associated Society of Locomotive Engineers 
and Firemen had claimed 7 per cent, and the Transport Salaried 
Staffs' Association 6-4 per cent. Dr. Beeching had agreed that it 
would be desirable to open negotiations with the unions at a figure
lower than that at which he intended to reach a settlement; and, 
while he saw the attraction of linking negotiations on redundancy 
with those on pay, he felt that this would be unacceptable to the 
unions, who would think it wrong to seek a good bargain on pay for 
men who continued in the industry at the expense of a poor bargain 
for men declared redundant, or vice versa. Dr. Beeching had 
indicated that he wanted guidance on the limit to which he could 
go in settling the pay claims, and he appeared to envisage negotiations 
opening with 6 per cent and going to 7 per cent. If the Government 
sought to impose on him a limit which conflicted with his ideas of 
the requirements of good management he would not acquiesce except 
under direction. It was not clear whether the powers of the Minister 
of Transport to issue general directions to the Commission would 
cover the issue of a direction on a specific point such as an increase 
in wages. But a letter from the Government would suffice for the 
purpose. The effect, however, would be that the unions would 
thenceforth regard themselves as dealing with the Government and, 
if they were to resort to strike action, this would be against the 
Government. The unions had a strong case on grounds of 
comparability. Railway wages had risen by 7-9 per cent, including 
the 3 per cent granted in April 1962, since the rates recommended 
by Professor Guillebaud were introduced. In the same period wages 
in engineering had risen by 13-1 per cent ; in the gas industry by 
15 per cent, and a further 2-7 per cent would become payable early 
in January next; for local authorities' employees by 7-5 per cent; 
for Government employees on the M-rate and for National Health 
Service employees by 17-9 per cent; and there were instances of 
even higher increases in the transport industry itself. Dr. Beeching 
was not proposing the full application of the Guillebaud principles, 
and an increase of 7 per cent would still leave railwaymen at the 
back of the queue. Railway workers had in the past been prepared 
to accept relatively low wages in return for the security which their 
employment had afforded; but this situation had been changed by 
the reorganisation of the railways, with its accompanying 
redundancies. 



The Minister of Labour said that Dr. Beeching was 
understandably anxious to maintain the position of an enlightened 
employer, but there was some risk that he was paying too little 
attention to the implications of a railway settlement for Government 
policy and for private industry. A 7 per cent increase would raise 
the total increases for the railwaymen in the current year to 10 per 
cent. He believed that Dr. Beeching felt that a settlement at a lower 
figure, such as 5 per cent, might be achieved, but only after long 
and bitter argument. Five per cent had been Dr. Beeching's own 
suggestion when the current claims were first considered, though it 
was only fair to say that increases had since been granted in other 
employments. On the other hand, private soundings which he had 
made in highly responsible quarters on both sides of industry 
suggested that the expectation was still of negotiation opening at 
about 3 per cent and settling a t about 4 per cent, and that higher 
figures would have serious repercussions elsewhere. 

In discussion the Cabinet first considered the maximum increase 
that should be accepted. Various views were expressed. Although 
Dr. Beeching had said that a final settlement at 7 per cent would be 
required, it was conceivable that he might be persuaded to accept 
6 per cent, or even perhaps 5-i- per cent. It seemed to some Ministers 
that, notwithstanding his acceptance of the need to open negotiations 
at a lower figure than he envisaged for final settlement, he was still 
not taking sufficient account of the traditional bargaining methods 
of the railway unions, who were likely to react favourably if they 
could negotiate a substantial improvement on a relatively low figure,
but would not give him credit for opening at a relatively high figure;
and there was therefore a danger that, if he were to open at, say, 
5 per cent, he would be unable to finish at much less than 8 per cent. 
When the settlement of April 1962 was being negotiated he had 
apparently doubted whether the conditional 3 per cent would be 
acceptable to the unions, but it had proved to be so. Some Ministers 
considered that the public would add the 3 per cent settlement of 
April 1962 to whatever 'was granted now, and on this basis felt that 
the upper limit should be 4 per cent. Other Ministers, basing their 
views partly on the amounts claimed by the unions and partly on 
the increases obtained in other industries since the Guillebaud rates 
were introduced in the railways, considered that the upper limit 
might be put at 5 per cent. Five per cent would bring the total 
increase in railwaymen's wage rates since the implementation of the 
Guillebaud recommendations almost up to the level of those granted 
in the engineering industry in that period. 

In further discussion the following points were made: 
(a) It was particularly important that the Government should 

support Dr. Beeching in carrying through the reorganisation of the 
railways, which could secure large savings of public money with 
important advantages to the economy. There might be advantage in 
concentrating the Governments assistance on redundancy payments 
directly related to reorganisation, and this might be done in a manner 
which would enable the unions to take credit for improved redundancy 
terms. The same argument might, however, be used to justify 
increases in pay somewhat larger than would generally be expected. 

(b) Whatever settlement of the pay negotiations was reached, 
the Government should be prepared to present it in such a way that 
it would not damage incomes policy generally. Care should be taken 
that, if the upper limit was fixed at a figure lower than the Commission 
wanted, they should not make their own figure known. 

Summing up, the Prime Minister said that senior Ministers 
should see Dr. Beeching again and indicate that the Government 
would support him in his redundancy plans and, if necessary, consider 
sympathetically slight improvements in the redundancy terms. On 
pay, however, they should take the line that 5 per cent must be 
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accepted as the outside limit for a settlement. They should indicate 
that negotiations should open with an offer of about 3\ per cent; 
that the Government would hope for a settlement a t about 4-J,- per 
cent; but that some small increase above this figure might be granted 
if this were absolutely necessary, after fresh reference to Ministers. 
He would be prepared to help personally in these talks if developments 
showed this to be desirable. 

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

with the Minister of Labour and the Minister of Transport , 
to inform the Chairman of the British Transport 
Commission that in the Governments view the current 
claims of the railway unions should be settled within an 
upper limit of 5 per cent. 

(2) Took	 note that the Prime Minister would take part in 
discussion with the Chairman of the British Transport 
Commission if developments showed this to be desirable. 

2. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (62) 169) covering the draft of a 
White Paper announcing the membership and terms of reference of 
the National Incomes Commission. 

The Chancellor of the Exchequer said that, in addition to the 
appointment of Mr. Geoffrey Lawrence, Q.C., as Chairman of the 
Commission, Professor Kirkcalday, Professor of Industrial Relations 
at Cambridge, had accepted a full-time appointment to the 
Commission, and some part-time members of appropriate standing 
were also available. The time had come to make public the terms 
of reference of the Commission and he proposed to publish a White 
Paper for this purpose. The draft described the circumstances in 
which matters relating to pay or other conditions of service or 
employment might be referred to the Commission. Unilateral 
reference by one side in a disputed case would not be included; it 
would be difficult in any important case for either party to refuse 
reference where the Government indicated that they thought it 
necessary. He had had discussions with the Chairman about the 
role of the Commission in relation to profits. The Chairman 
considered that the White Paper should refer to this point, and the 
draft had been prepared on the basis of the reference made to this 
matter in the Prime Minister^ speech in Parliament on 26th July. 
It would make it clear that the Commission were expected to report 
from time to time on the need, if any, for Government action by 
fiscal or other appropriate means to restrain any undue growth in 
aggregate profits that might result from restraint in earned incomes. 
The trade unions had not withdrawn their objections to the 
Commission, but he doubted whether they would mount a serious 
oampaign against it. 

In discussion it was pointed out that paragraph 4 (ii) of the draft 
White Paper, which provided for reference to the Commission of 
matters relating to pay and other conditions of service or employment 
where the cost was met in whole or in part by the Exchequer, might 
be interpreted as replacing existing arrangements for arbitration in 
the public services, where arbitration was accessible at the instance 
of one party, by reference \") the Commission at the instance of the 
Government. It was in fact the intention that such a reference 
should not remove the right to subsequent arbitration if this was 
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desired. On the other hand, it was desirable that the drafting of this 
paragraph should cover a case where the teachers' unions and their 
employers had agreed on proposals for changes in teachers' pay 
which the Minister of Education might wish to modify, in the light 
of advice from the Commission, in the interests of the education 
service. 

The Cabinet— 
Approved the draft White Paper, subject to amendment to 
meet the points made in their discussion. 

3. The Foreign Secretary informed the Cabinet of the latest 
developments in the situation arising from the imposition by the 
United States Government of a partial blockade of Cuba designed 
to prevent the transport to the island of offensive military equipment. 
A number of Russian ships believed or known to have been carrying 
military supplies had been diverted or had been ordered to return 
home. Others, believed to be carrying grain, oil and other civilian 
supplies were still on course. The United States naval commanders 
were under orders to intercept them, using minimum force, but no 
interception had taken place so far. In the Security Council the 
debate on a United States resolution calling for the withdrawal of 
offensive missiles from Cuba and the dismantling of missile sites 
under United Nations supervision had been adjourned in consequence 
of an intervention by the Acting Secretary-General, who had called 
on President Kennedy. Mr. Khrushchev and the Prime Minister of 
Cuba, Dr. Castro, to accept a truce for two or three weeks so that 
discussions could take place. N o replies to this appeal had yet been 
received. 

The Foreign Secretary said that in his view it was necessary at 
the present juncture to secure three things as a minimum prerequisite 
to further progress by discussion, viz., the dismantling of the missile 
sites in Cuba, the stationing of United Nations observers in Cuba 
to witness this dismantling and the stationing of United Nations 
observers in Havana to scrutinise incoming cargoes. Unless these 
conditions could be met it would be impossible for President Kennedy 
in the present atmosphere to withdraw the United States blockade, 
and so long as the blockade remained in force it was hard to see how 
progress could be made. It did not seem that there was any action 
that the Prime Minister could usefully take at the present juncture; 
an early visit to Washington, for example, could easily be 
misinterpreted as a mission of appeasement. He had had ocoasion 
to discuss the position that day with the Egyptian Ambassador in 
London whose Government, in concert with the Government of 
Ghana , were sponsoring a resolution in the United Nations designed 
to lead to negotiations. The Egyptian Ambassador had said that 
his Government had appreciated the difficulty of expecting President 
Kennedy to make any conciliatory moves until it could be shown that 
the direct danger to the United States from Cuba had been removed; 
they found it, however, very much more difficult to see how, in 
such a process, Mr. Khrushchev could avoid or could be brought 
to accept a considerable loss of prestige. 

The Foreign Secretary said that he had also received the Soviet 
Charge d'Affaires in London, whose object had been to suggest 
that the United Kingdom Government should intervene. It had been 
explained to him in reply that, while the Government were ready 
and willing to do so, it would be necessary for the Soviet Government 
to create a suitable opportunity by making it possible for President 
Kennedy to agree to the holding of a conference. The Foreign 
Secretary added that he had told the Soviet Charge d'Affaires that 



it would in his view be essential to remove offensive weapons from 
Cuba, which he had defined as weapons which could reach the 
mainland of the United States; he had also told him that the Soviet 
Government had already lost a great deal of support in South 
America and would lose more in the world at large in the course of 
the next day or two unless they made some move to meet the United 
States. He hoped that these representations might have some effect 
in Moscow: the Soviet Government had in the past shown themselves 
sensitive to pressures of world opinion, and did not like being 
unpopular with uncommitted countries. 

In discussion the following points were made: 
(fir) The blockade which President Kennedy had instituted would 

be limited in its effect to preventing further military supplies reaching 
Cuba. He ought at this stage to be prepared to accept United 
Nations action which would have the same effect as the blockade 
and might, for example, be limited to the scrutiny of cargoes arriving 
in Cuba. As against this, however, President Kennedy had declared 
that he would not be prepared to lift the blockade until the missiles 
had been withdrawn and their sites dismantled; and it would be 
difficult for him to accept, as an alternative to the blockade, United 
Nations action which did not cover missiles and missile sites as well 
as cargoes. 

(b) It was to be expected that the existence of United States 
missile bases in Europe would feature increasingly in the case which 
the Soviet Government would present in defence of their action in 
Cuba. It was unfortunate that at this moment United States 
representatives in Europe were urging on European Governments 
the desirability of increasing the medium-range missile forces at the 
disposal of the North Atlantic Alliance. 

(c) A conference confined to the Cuba situation would be the 
least desirable from the point of view of the cohesion of the North 
Atlantic Alliance, since it was inevitable that the Soviet Government 
would seek to extract specific concessions in Europe, e.g., on Berlin 
or on United States forces or weapons, as the price for concessions 
over Cuba. A conference should if possible deal with the problem 
in a broad context and perhaps as part of the first stage of a general 
disarmament plan. 

Summing up the discussion the Prime Minister said that he had 
discussed the situation with President Kennedy in the evening of 
23rd October. He had suggested that the Acting Secretary-Generafs 
proposal for a standstill might be accepted provided that work on 
the missile sites in Cuba ceased, under United Nations inspection, 
and that United Nations observers were stationed in Cuban ports 
to examine incoming cargoes. He had also suggested the need to 
set any conference in as wide a context as possible. In general, the 
situation remained extremely serious. He would himself be ready 
to take any opportunity of intervening if he felt that by doing so 
the prospect of a settlement could be advanced, but it would be 
necessary to avoid at all costs the temptation of reaching a settlement 
by lowering the resistance of the free world to aggression. It was 
equally necessary to avoid driving those who felt that they had been 
the victims of aggression to desperation. It must be the object of all 
those who had any influence on the present pattern of events to 
find a middle course. The situation was still developing rapidly 
and it might be necessary for him to call a meeting of Ministers at 
short notice. 

The C a b i n e t -

Took note of these statements. 
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4. The Cabinet had before them memoranda by the Home 
Secretary (C. (62) 157 and 158) reporting on the work so far done by 
the Committee on Population and Employment and discussing 
proposals for checking the growth of offices in big cities. 

The Home Secretary said that, in his first paper (C. (62) 157), he 
had set out the first views of the Committee which under his 
chairmanship had been examining major questions of population and 
employment in Great Britain. The Committee had reviewed and 
were now co-ordinating work which was in progress in Departments 
on these questions; and specific proposals would be brought before 
the Cabinet at a later stage. But it would be helpful if at the 
present stage the Committee could have the Cabinet's guidance on 
whether to press on urgently with the formulation of measures to 
increase the effectiveness of existing policies. 

The population of Great Britain was rising rapidly. By 1981 
there would be over six million more people in the country than 
there were now and if present trends continued three-quarters of the 
addition would be in the Midlands, the South-East and the South-
West, and only a quarter in the North, Scotland and Wales. The 
additional population would call for social expenditure of the order 
of £6,000 million. Partly because of the attractions of living in the 
south and south-east of England and partly because of the increasing 
concentration of employment in these areas and in the Midlands, 
internal migration was drawing people from other parts of the 
country. There was, and it was likely that there would continue to 
be, a relative glut of employment in the Midlands and the South and 
a relative scarcity elsewhere; and there would be pockets of serious 
unemployment. Ample employment and thriving industry were 
usually accompanied by bad housing and travelling conditions. The 
shortage of land for new house-building was most marked in London, 
where the growth of office employment was likely by 1980 to add 
about half a million people to the \ \ million people who already 
travelled daily, in much discomfort, to central London. Expensive 
capital works would be required to increase the capacity of the 
transport system; there would be increased pressure to build in the 
Green Belt around London and the pressure on housing would 
increase the number of homeless families. 

The Government had been criticised for not taking action to 
secure more effective control over the distribution of industry, but 
existing policies had (in favourable conditions) succeeded in steering 
a substantial amount of industry to development districts. On the 
other hand, local boom conditions had at times caused the 
Government to adopt measures of disinflation which damaged the 
poorer areas both by aggravating their existing state and by cutting 
off the expansion of activity from which relief might have come. It 
did not appear that within the next three years much could be done 
to alter this situation, even though during that period projects such 
as advance factories could be started which would mature later. 

The Committee had agreed on the need to secure the fullest use 
of the country's economic resources but had been in difficulty in 
devising means of doing this without interfering with industry's own 
preferences and risking damage to the process of growth, on which 
the success even of present policies depended. One view of the 
situation was that nothing should be done which might impair the 
ability of industry to compete isn world markets and that, if the 
consequences were further development in the South-Bast and 
Midlands, these consequences should be accepted. Most of the 
Committee had felt, however, that new policies ought to be adopted 
for attracting population and industry to " growing points ", i.e., to 
areas which were especially suitable for industrial development. 
Some growing points might be located with an eye to increasing 
trade with Common Market countries. If new policies were not put 
in hand at an early date, there was a danger of the country being 
split between a prosperous South and a relatively stagnant North. 



In discussion the following points were raised: 

Growth of 
Offices in Big 
Cities 
(Previous 
Reference: 
C C  . (62) 43rd 
Conclusions, 
Minute 5) 

(a) In a free society there was a limit to the amount of pressure 
which could be put on industrialists or work-people to move to 
places which were unattractive to them. The forces which determined 
the location of industry and made for the abandonment of the 
countryside in favour of the towns in certain parts of the country 
appeared to be very strong and it would be expensive and ineffectual 
to seek to counter them. The better course would be to accept these 
social trends and let development take place wherever those 
responsible for it wanted to put it. It would be a mistake to be 
daunted by the loss of social capital which might result in the less 
prosperous parts of the country; it could be argued that most of 
that capital had been written off already. On the other hand, it 
was strongly argued that unrestrained development would involve 
much waste of manpower as well as social capital and that no 
Government would be able to face the scale of unemployment in 
some areas and congested conditions in others which would result. 

(b) The technological revolution of the past generation had 
tended to by-pass Scotland and the north of England and it did not 
appear that the situation in these parts of the country could be 
materially eased within the limits of existing policies. Skilled 
manpower was steadily draining away to the South and during the 
coming winter the rate of unemployment in Scotland was likely to 
be about 5 per cent. 

(c) Although it was easy enough to attribute current movements 
of population and employment in general terms to affluence, there 
was a need for research into the more deep-seated causes. 
Appropriate measures of relief could not be devised without greater 
knowledge, which could be obtained only through a deliberate 
encouragement of research in the social sciences. This should cover 
not only factors determining distribution of employment but also 
those making for the creation of suburban areas around decaying 
town centres. 

(d) Much of the industry which it would be desirable to locate 
in the less favoured areas was already linked with established concerns 
in the Midlands and the South-East and there were undoubted 
difficulties in increasing the proportion of industry which could be 
persuaded to move. But a policy based on growing points could be 
supported by adjustment in capital investment programmes and by 
pressing forward with arrangements for training skilled work-people. 
It was possible also that the existing controls could be stiffened; 
and the Government should be prepared to give maximum weight 
to social considerations in settling the location of major enterprises, 
such as new steelworks, for which they had some responsibility. 

The Home Secretary said that the purpose of his second paper 
(C. (62) 158) was to bring to the Cabinefs notice two specific proposals 
which the Committee had considered for bringing the growth of 
office employment under closer control. These were that some form 
of levy should be imposed on office buildings or on the occupation 
of offices in big cities, and that there should be an amendment of 
the Third Schedule to the Town and Country Planning Act, 1947, 
to enable the local planning authorities, without fear of compensation, 
to exercise firmer control over rebuilding which involved an addition 
to the office floor space in an existing building. Some Ministers 
believed that, in spite of the rapid growth of offices in recent years 
and the scope for further growth, market forces would correct the 
situation and bring about a break in the boom. They saw grave 
objection to a tax on offices and to a tightening of the planning law, 
which might be regarded as a undue erosion of property owners' 
existing rights. Other Ministers, however, felt that unless the 
Government intervened strongly conditions in big cities, and 
particularly in London, would grow worse; and in answer to the 
social, economic and political problems which would arise it would 



not be sufficient to rely on measures which fell short of the proposals 
for a levy and an amendment of the planning law. There had been 
general agreement on some minor measures, viz., the further dispersal 
of Government offices from London, the creation of a special agency 
to encourage office development outside London and another drive 
on staggered hours. It would in any event be necessary soon to 
allow some building development in the London green belt. 

In discussion the following points were made : 
(e) More than half the employment in London was in offices 

and from experience in the new towns around London it seemed 
likely that a great deal of office work could be done just as efficiently 
outside London. The object of policy should be to oblige office 
employers to weigh the advantages of moving elsewhere and for 
this purpose it might not be necessary that the level of tax should be 
high. 

(/) On the other hand, it could be assumed, from the wide gap 
between rents paid for office space in London and outside London, 
that a high rate of tax would be necessary in order to produce a 
worthwhile result. Some Ministers felt that there were general 
objections to the use of taxation in the manner proposed and that 
it would be difficult to defend discrimination against offices. 

(g) Many of the offices recently built in London had been built 
on new sites, where the tolerance given by the law in its present 
form (which could result in a 40 per cent addition to the floor space 
of the building) did not apply. Removal of the entitlement to expand 
given by the existing law would not be very effective and would 
certainly be strongly criticised. It was pointed out, however, that 
a levy and an amendment of the planning law could be defended 
on grounds of the heavy public expenditure on roads and other 
services which resulted from the concentration of employment in 
central areas. 

(h) The suggestion was made that the policy of green belts was 
outmoded and should be reconsidered. It would in any case be useful 
if the Cabinet could have a description of the size and general 
character of the London green belt and those modifications in it 
which were believed to be inescapable. 

(/) The First Secretary of State said that he did not consider a 
policy of laisser-faire to be adequate. The drift to the South-East 
would have serious effects on agriculture and in other ways, and 
conditions for commuters to London were becoming intolerable. 
The Government would be failing in their duty if they did not press 
forward with active measures to improve the situation. He would 
himself favour amendment of the planning law and would like to 
see the proposal for a levy on offices or office occupation further 
examined. 

The Prime Minister said he thought it important that the 
Government should adopt a constructive policy to deal not only 
with the problems which had been discussed, but with national 
development as a whole. He would like to outline his own ideas at 
a further meeting of the Cabinet as soon as possible. 

The C a b i n e t 
(1) Agreed to resume their discussion of C.	 (62) 157 and 158 at 

an early meeting. 
(2) Invited	 the Minister of Housing to circulate for their 

information a memorandum describing the extent and 
character of the London green belt and of the proposed 
modifications to it. 
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1 9 0 0 - 6

1. The Cabinet considered the reference to Cuba in the draft 
of The Queen's Speech on the Opening of Parliament. Amendments 
were approved which took into account the undertaking given by 
the Soviet Government that the offensive missiles introduced into 
Cuba would be dismantled under the supervision of the United 
Nations. 

The Cabinet also approved the text of an additional paragraph 
referring to the invasion of Indian territory by Chinese armies. 

The Cabinet— 

(1) Approved	 new passages on Cuba and India for inclusion in 
The Queen's Speech on the Opening of Parliament. 

(2) Took	 note that the Prime Minister would submit these 
amendments for The Queen's approval. 

*2. The Prime Minister said that during the preceding days he 
had been in close consultation with President Kennedy about the 
development of the Cuban situation. In retrospect it was evident 
that the President had played his hand with great skill; he had in 
fact turned the usual Communist methods against themselves by 
observing to the full the proprieties of international consultation, e.g.,
in the United Nations, but by showing at the same time an 
unwavering determination to attain his objective of securing the 
removal of the offensive missiles from Cuba, with the implication 
that he would not shrink from the use of force in the last resort. He 
had also dealt effectively with the pressures which had been brought 
to bear upon him within the United States, where a strong body of 
opinion had been calling for violent measures. President Kennedy 
had steered a difficult course between being driven into a premature 
use of force and appearing to waver in his determination. While 
reluctant to authorise an invasion of Cuba, he had shown great 
firmness in continuing to make preparations for it. 

So far as relations with the Uni ted Kingdom were concerned, 
both President Kennedy and his advisers had shown themselves 
ready to ask for and to consider advice. This had been done quite 
informally without commitment on either side. 

The Prime Minister said that it would clearly have been wrong 
for him, at any stage in the situation as it had developed, to have 
offered himself as a mediator; this would have meant a withdrawal 
from the position, in which we had supported President Kennedy, 
that no discussions could take place until the missiles had been 
withdrawn. H e had, however, in the concluding stages judged it 
right to send a message to Mr. Khrushchev making clear our support 
of the United States position in this respect. It was unfortunate that 
this message had been delivered in Moscow at about the time that 
Mr. Khrushchev despatched and gave publicity to his final decision 
to withdraw the missiles under Uni ted Nations supervision. This 
sharpened the political dilemma in which the Government now 
found themselves. In fact we had played an active and helpful part 
in bringing matters to their present conclusion, but in public little 
had been said and the impression had been created that we had been 
playing a purely passive role. It would not be easy to correct this 
without revealing the degree of informal consultation which had 
taken place; but this might be embarrassing to President Kennedy 
and perhaps an irritation to other European leaders. The point 
would need to be further considered. 

*	 Previously recorded in a Confidential Annex. 
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On the situation itself the Prime Minister said that he felt there 
were now three tasks facing the Government; to present the course 
of events, and the Governments par t in them, to public opinion; to 
identify the lessons to be learned from the negotiations both between 
the Allies and with the Soviet Government; and to consider how 
those lessons might be applied for the future. 

The Foreign Secretary said that if the United States had 
attacked Cuba there could be little doubt that the Soviet Government 
would have reacted in Berlin. There would then have been a real 
and immediate risk of nuclear war. In the public presentation of 
recent events it would be important to avoid engendering over
optimism. It would be necessary to point out that both the major 
Communist Powers—Russia and China—had moved simultaneously 
to improve their strategic position, with the admitted difference that 
the Russians no longer believed in the inevitability of world war. 
The free world would have to take account of the fact that the 
Communist Powers had deliberately engaged in a policy of deception 
to further their strategic designs; and this underlined the need for 
measures of international verification to be included in any agreement 
on disarmament, whether nuclear or conventional. A particular 
danger here was that the sense of relief engendered by the solution of 
the Cuban crisis might lead to demands for the elimination of nuclear 
weapons as the first stage of any disarmament plan. The West 
could not accept this, since it would leave a clear field to the massive 
conventional superiority of the Communist Powers : at all stages of 
any disarmament plan nuclear and conventional disarmament would 
have to be considered together. An agreement on missile bases 
would also present difficulty, since all the Russian bases of any 
importance were on their own soil. In short it would be necessary 
to point out realistically that the chances of international agreement 
on major issues had not been improved, but might have become 
worse because the West had more reason to be suspicious of 
Communist professions of good faith. The situation would of course 
be transformed if, on the basis of the Cuban precedent, the Soviet 
Government were now to accept the principle of verification on a 
wider front. 

In discussion the following points were m a d e : 
(a) The fact that Cuba would remain a Communist country 

close to the American mainland might not be a disadvantage. In 
some ways it presented a parallel to Berlin, with much the same 
opportunities for the exercise of diplomatic and economic pressure. 
The fact that Mr. Khrushchev had not reacted in Berlin during the 
last week was in itself curious: it might perhaps indicate that the 
Soviet Government were not as confident of their position as they 
had appeared to be. It was known that the Soviet economy had 
been under strain. 

(b) It would be important to avoid allowing the impression to 
gain ground that Mr. Khrushchev was now to be regarded as a 
trustworthy man of peace. There was no reason to think that his 
character or ambitions had altered. If the Cuban affair were seen 
in perspective, it appeared that he had brought the world to the 
brink of war, and had lost his nerve at the last moment. There was 
nothing in this on which to build great hopes for the future. 
Nevertheless, it was true that on this occasion the free world was 
entitled to enjoy a sense of relief without a sense of surrender: 
nothing had been given up and the mistake had not been made of 
feeding the aggressor's ambition by yielding to his demands little by 
little. Against this background the next step would be critical; the 
situation could not be allowed to rest where it was; perhaps an early 
initiative on the banning of nuclear tests might be considered apart 
from and in advance of any general move on disarmament. 

(c) The content of the speech which the Prime Minister would 
be making on 30th October would need careful thought. It was 



important to avoid the impression that the Government had been 
passive and that their attitude to these events had been purely 
negative. There might be no harm in leaving somewhat vague the 
degree of consultation which had taken place; for public opinion 
would be more interested in future developments than in the details 
of past negotiations. The initiative which the Government had 
finally taken in sending a message to Mr. Khrushchev, reinforcing 
President Kennedy's stand, had been the right one in the 
circumstances and it was unfortunate that it had been overtaken by 
events. One fact which might be emphasised with advantage was 
the degree to which the North Atlantic Alliance had maintained its 
cohesion under severe pressure. 

The Cabinet— 

(1) Took note of these statements by the Prime Minister and by 
the Foreign Secretary. 

(2) Took	 note that the Prime Minister in preparing the speech 
which he was due to make in Parliament on 30th October 
would take account of the points made in their discussion. 

3. The Lord Privy Seal informed the Cabinet of the present 
state of the negotiations for membership of the European Economic 
Community. 

During the Ministerial meetings which had concluded on 
27th October there had been discussions about transitional 
arrangements for domestic agriculture, about the requests made on 
behalf of India and Pakistan for early comprehensive trade 
agreements and for suspension of the common external tariff on 
textiles and manufactured goods imported into the United Kingdom, 
and about nil tariffs for newsprint and aluminium. Little progress 
had been made. Ministers would meet again on 15th November to 
discuss temperate and processed foodstuffs from the Commonwealth 
and the financial regulation. There would be a further meeting on 
29th November, when discussion of domestic agriculture would be 
resumed. But it seemed likely that by that time the negotiations 
would have reached deadlock on several points. 

In the discussion of domestic agriculture it had become clear 
that the Six feared the effect on agricultural opinion in their own 
countries if our system of deficiency payments were allowed to 
continue, even in modified form, after our accession. For this 
reason, and because low consumer prices here would enable French 
farmers to export to us without subsidies, there had been heavy 
pressure for replacement of deficiency payments by a system of 
consumer subsidies. This would last for only a few years, and there 
were the strongest political objections to it in the United Kingdom. 
The extreme position adopted by the Six on this basic question 
suggested that serious difficulties would be encountered in securing 
acceptable regulations on other agricultural matters not yet discussed 
and in amending those arrangements on which the Six had already 
reached agreement among themselves. 

It had been agreed that negotiations for comprehensive trade 
agreements would be begun within three months of our accession, 
but the Six had refused to consider suspending the common external 
tariff on textile and manufactured exports from India and Pakistan 
to the United Kingdom during the period of negotiation. The offer 
made by the Six on nine items of interest to India and Pakistan for 
which nil tariffs had been requested had been unsatisfactory, and 
their attitude about nil tariffs for newsprint and aluminium had been 
hardly more forthcoming, although there was some prospect of 
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progress on aluminium. It had been necessary to say plainly that 
the offers made did not provide a satisfactory basis for negotiation. 

In discussion the following points were raised: 
(a) The hardening in the attitude of the Six was influenced by 

their belief that it was now open to them to force up the price of 
our membership. The French were showing themselves particularly 
difficult and there was no immediate sign of any relaxation in that 
quarter. 

(b) The French felt themselves in difficulties about the 
undertaking given on 5th August to devise a special arrangement for 
New Zealand. It would not be easy, although of course it remained 
essential, to ensure that satisfactory effect would be given to that 
undertaking. 

(c) F rom the standpoint of the Governments relations with 
domestic agricultural interests, it was no disadvantage that such a 
firm position had had to be adopted against consumer subsidies. It 
would, however, be helpful to Ministers to have information about 
the line which would be taken by the Minister of Agriculture in the 
speeches he would shortly be making in agricultural areas. 

The Cabinet— 
Took note of the statement by the Lord Privy Seal and of 
the points raised in their discussion. 

4. The Cabinet resumed their discussion of memoranda by the 
Home Secretary (C. (62) 157 and 158) reporting on the work so far 
done by the Committee on Population and Employment and 
discussing proposals for checking the growth of offices in big cities. 

The Home Secretary said that, while there were differences of 
view between Ministers, these should not be exaggerated. All 
members of his Committee had agreed that there could be no 
question of reversing the trend towards more concentration of the 
population in the South-East. The problem was rather to devise 
means by which the Government could canalise that and other trends 
so as to create better conditions for economic growth and at the same 
time produce social advantages. An instance from the past was the 
development of new towns, which had been successful politically, 
financially, economically and socially. Existing policies for the 
distribution of industry were designed, as it were, to soak up pools of 
unemployment. This was satisfactory as far as it went, but 
somewhat negative. In an age when the National Economic 
Development Council would be devising plans for greater economic 
growth, there was a case for trying positively to bring about, by 
taking Government action in good time, the kind of location of 
population and industry that would bring the greatest benefit to the 
lives of people generally. The Commit tees effort had been directed 
to finding constructive policies to this end, and the differences of 
view between Ministers had been conditioned by their agreement on 
that common objective. 

The Prime Minister said that discussion in Cabinet had shown 
that great changes would be taking place in the next two decades in 
the pattern of population and industry. He would like to present 
them to his colleagues in the wider context of the modernisation of 
Britain. This had many aspects. First, there was the question 
whether the present machinery of Ministerial Government was 
suitable for the conditions of to-day and the coming years. The 
burden on Ministers was becoming almost intolerably heavy, not 
merely in meeting the requirements of consultation as the basis for 
the collective responsibility of the Cabinet, but also in taking the 



growing volume of decisions which their Departments and the public 
expected them to take personally, and in facing the daily barrage of 
the Press, radio and television. Members of Parliament generally 
were under similar pressures in meeting the demands of their 
constituencies. At the same time, the procedures of Parliament were 
designed for a less busy age. There were many Bills which had to 
come before Parliament, which were important and difficult in 
themselves, and absorbed a great deal of Parliamentary time, but 
were not concerned with matters of general policy or national interest. 
An abortive attempt had been made under the Labour Administration 
immediately after the last war to modernise Parliamentary procedure. 
It might be time for a new attempt. The Government should perhaps 
work out a plan to modernise their own machinery and that of 
Parliament, and seize the initiative in demonstrating that changes 
must be made to help the country to operate successfully in modern 
conditions. 

Secondly, he agreed that, in seeking a solution of the problem of 
population and employment, the choice did not lie simply between 
laissez faire and dirigisme. There was also the alternative of 
pragmatic compromise which was in line with the broad approach 
which the present Administration had inherited from their 
predecessors. It was clear that the Government should not attempt 
to reverse trends deriving from such fundamental forces as were 
drawing population towards the South-East. Merely to continue the 
policies embodied in the Local Employment Act, 1960, would not be 
enough, however, and positive action was required to build up 
growing points. These should take account of social and political 
requirements. It was out of the question to allow Scotland or the 
North-East or any large area to be abandoned to decay. The remedy 
did not lie in trying to preserve each individual community which 
had grown up for reasons long since irrelevant to modern conditions, 
such as a cotton town whose location depended originally on the 
presence of water power to drive a water wheel. More imaginative 
changes and developments were required. The Highlands of 
Scotland, which had been the playground of the rich in the last 
century, might be developed into the playground of the masses, like 
the National Parks of Nor th America. But the industrial belt in 
Scotland must remain industrial, in a modern and constructive form. 

It would be a mistake to think only in terms of entirely new 
communities. Ford 's of Dagenham contrasted with VauxhalPs at 
Luton to show the dangers of bringing people together into localities 
where no tradition of common social interest existed, where there 
was no diversity of employment and where the relationship of 
employee to employer was as remote as any between the workers in 
a nationalised industry and its management. 

Thirdly, the pattern of industry itself must be considered. During 
the war industry in this country had been geared to war production, 
and the production of everyday consumer goods had been curtailed. 
After the war there was enormous unsatisfied demand and a seller's 
market which to some extent obscured the need for industrial change. 
This was further masked by the extent to which advantages in 
technology had tended to flow from the defence programmes. If 
disarmament became a reality there would be an immense problem 
in substituting civil development and technology for the contributions 
made hitherto by the defence industries. The problem of industrial 
change tended at present to be viewed in terms of declining industries, 
such as the railways and shipbuilding. It was to these that the 
Government gave most attention. It was important to put equal 
effort, investment and research into the industries that should grow 
in their place. The Commonwealth Prime Ministers' Meeting had 
underlined the need for advanced nations, such as Britain, to 



concentrate increasingly on the more sophisticated manufactures so 
as to leave room for the developing nations to supply the market for 
the simpler manufactured products. 

The Government should also consider whether the financial basis 
for Britain's exporting industries was satisfactory. Much had been 
done to improve the system of export credits, bu t he wondered 
whether the City and the merchant bankers were playing the part 
required of them in developing exports in the longer term, and in 
building up the markets on which those exports depended. 

The new Minister of Public Building and Works had been given 
particular responsibility for re-organising the construction industry, 
in which there was a prospect of radical and speedy improvement. 
The development of British agriculture was another instance of the 
results of a positive policy achieved by the intensive application of 
science and technology as well as by investment in the industry itself. 
It was necessary to consider how the Government could be organised 
to promote the same kind of positive and constructive changes in 
industry generally. 

The Prime Minister said that, while he recognised that the 
problem of office employment in London was a special one, he did 
not altogether like the proposal that it should be tackled by 
restrictive measures such as the imposition of a new tax or the 
tightening of planning restriction. It was hardly consistent to couple 
measures which might obstruct redevelopment with the projected 
Shops and Offices Bill, which would require improvements to be made 
in a great deal of existing office building. Given a city in which 
more and more work was being created in the centre and homes had 
to be built further and further out beyond the Green Belt, it was 
certainly right to encourage firms to reduce their staffs in central 
London to the minimum and, if possible, to create more housing in 
the inner areas. The Government ought to give a lead themselves 
by dispersing more Government offices. On the other hand, they 
ought perhaps also to consider radical new measures to replace 
decaying areas of housing with modern metropolitan development 
within London itself on the scale of a new town. 

Generally, he would like to see each of these matters looked at, 
not from the standpoint of what the Government should prevent, 
but rather of what they should do. This should be the central 
principle of a coherent body of doctrine, a blueprint for the 
modernisation of Britain, which should guide the Gove rnmen t s 
policies for the future. The studies which the Committee on 
Population and Employment had put in hand would clearly be 
valuable in this context. As an earnest of their determination to 
carry through a complete plan of modernisation, the Government 
should aim at implementing the first elements in such a plan in the 
life of the present Parliament. 

In the meantime it was necessary to make progress on the 
specific issues which the Cabinet had been invited to decide, namely, 
whether to invite the Chancellor of the Exchequer to consider a tax 
on offices, and whether to amend the Third Schedule to the Town 
and Country Planning Act, 1947, so that there would no longer be 
any liability to pay compensation if permission were refused for the 
redevelopment of pre-war offices to provide more than 10 per cent 
additional floor space. The Chancellor of the Exchequer should 
begin his examination of the former proposal immediately and, 
together with the Home Secretary, should give further consideration 
to the latter. H e himself would consider further what arrangements 
he should make for the development of the general principles he had 
put forward into specific and concrete proposals. 

The C a b i n e t 
(1) Took note of C. (62) 157 and 158. 



(2)	 Invited the Chancellor of the Exchequer to consider the 
proposals for the imposition of a tax on offices or 
employment in central areas of big cities. 

(3) Invited the Chancellor of the Exchequer, in consultation with 
the Home Secretary and other Ministers concerned, to 
consider further the proposed amendment of the planning 
law. 

(4) 	Took note that the Prime Minister would arrange for an 
examination of proposals for the improvement of the 
machinery of government. 

(5) 	Took note that the Prime Minister would consider further 
the formulation of proposals for a new and constructive 
approach to t h e ' problems of the location and 
modernisation of industry, and the associated problems 
of urban housing. 

Cabinet Office, S.W.1, 
29th October, 1962. 
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* 1 . The Chancellor of the Exchequer informed the Cabinet that 
he, together with the Minister of Labour and the Minister of 
Transport, had interviewed Dr. Beeching. the Chairman of the British 
Transport Commission, that morning. Dr. Beeching had made it 
clear that as a matter of good management and good relations he 
regarded it as incumbent upon him to open the negotiations with the 
railway unions by offering an increase of 6 per cent in present wage 
levels: he hoped that the negotiations might be concluded at that 
figure but was prepared to go to 7 per cent if necessary. He had made 
it clear that, if he were to start negotiations at any lower figure than 
6 per cent, he would need specific direction from the Government. 
The Chancellor of the Exchequer said that he felt that in the 
circumstances he should now write privately to Dr. Beeching making 
the single point that it was unacceptable to the Government that the 
negotiations should start at such a high figure as 6 per cent. The next 
step could be decided in the light of Dr. Beeching's reply. There was 
some urgency in the matter, since negotiations with the railway unions 
were to due to start on 5th November. 

In discussion the following points were made: 
(a) While it was probably the case that the Government could 

legally give a direction to Dr. Beeching in a matter which concerned 
the railway industry as a whole and not merely particular claims 
within that industry, it was unlikely that the legai point would 
arise in practice. Dr. Beeching was not interested in the legal basis 
of a direction to him to adopt some other course of action than that 
which he favoured himself; his concern was to shift the moral 
responsibility from himself to the Government, and a letter from the 
responsible Minister would achieve that object. The letter which 
the Chancellor of the Exchequer now proposed to send would not, 
however, purport to constitute a formal direction: it would be a 
private letter not intended for publication. 

(b) At the next stage, particularly if Dr. Beeching asked the 
specific question, it might be necessary to inform him that in the 
Governments view the maximum acceptable figure for a settlement 
was 5 per cent. But there would be advantage in withholding this 
information for the present, in the hope that Dr. Beeching might take 
the initiative in suggesting it. It was important, however, that 
Dr. Beeching should not be left with the impression that any 
settlement at a figure less than 6 per cent, e.g., at per cent, would 
be acceptable. The wording of the letter from the Chancellor of the 
Exchequer would need to be looked at from this point of view. 

The Cabinet— 
Invited the Chancellor of the Exchequer to write to the 
Chairman of the British Transport Commission, in terms to 
be agreed with the Minister of Labour and the Minister of 
Transport, informing him that his proposal to open 
negotiations with the railway unions at a figure of 6 per cent 
was unacceptable to the Government. 

2. The Cabinet had before them two memoranda bv the First 
Secretary of State (C. (62) 168 and C. (62) 167) setting out his views 
on the best way to deal with the problems for Central Africa posed 
by Nyasaland's desire to withdraw from the Federation, and his 
particular proposals for handling the Nyasaland Constitutional 
Conference due to begin on 12th November. 

""Previously recorded in a Confidential Annex. 

SECRET 



The First Secretary of State said that he sought his colleagues' 
agreement that, before the Nyasaland Conference started work, the 
Government should announce their acceptance in principle that 
Nyasaland should be allowed to withdraw from the Federation, and 
their intention, in the light of the forthcoming elections in Northern 
and Southern Rhodesia, of initiating bilateral discussions with the 
Federal and Territorial Governments on the future association of the 
Territories. He had no doubt that Nyasaland must be allowed to 
withdraw from the Federation, and this view was not only prevalent 
throughout Central Africa but was privately accepted by the Prime 
Minister of Southern Rhodesia, Sir Edgar Whitehead, and even by 
the Federal Prime Minister, Sir Roy Welensky. Although it would 
inevitably lead in time to the dissolution of the Federation as such, 
there was really no alternative. I t would be impossible to attempt 
to keep Nyasaland in the Federation by the use of Federal troops. 
Moreover, it would be difficult to achieve anything of value in the 
Constitutional Conference unless we had already made public our 
willingness to accept Nyasaland's withdrawal front the Federation. 
Without that the Nyasaland Government would not apply themselves 
rationally either to the problems of the country or to its future 
relationship with the Rhcdesias. On the positive side, he believed 
that such an announcement would enable him, during the Conference, 
to avoid any commitment about independence for Nyasaland; and 
this was particularly desirable in order to avoid provoking demands 
for independence from the Rhodesias. In his statement about 
bilateral discussions with the Central African Governments he 
proposed to be as constructive as he could and to indicate the 
Government^ desire to secure a close and durable future association 
between the Rhodesias (and if possible Nyasaland). He was, 
however, sure that it would not be wise at this stage to indicate a firm 
date for a conference to discuss such an association. Even bilateral 
talks with the Governments concerned could scarcely be profitable 
until the forthcoming elections in Northern and Southern Rhodesia 
had taken place. The Northern Rhodesian elections would be held 
on 30th October but were likely to result in a stalemate between the 
United Federal Party and the United National Independence Party. 
Few of the " N a t i o n a l " seats would be likely to be filled on the first 
round and by-elections would then be necessary, so that the final 
result in Northern Rhodesia would not be apparent until December. 
The Southern Rhodesian elections were also timed for December. 
The talks which he contemplated could not therefore be held until 
about the end of the year. He had asked Sir Edgar Whitehead during 
their conversation earlier in the day about the effect on the Southern 
Rhodesian elections of an announcement about Nyasaland's 
withdrawal from the Federation and Sir Edgar Whitehead had replied 
that, although his Opposition, who were themselves secessionists, 
would no doubt try to make capital out of it. he did not think that 
the issue would in itself significantly affect the outcome of the 
elections. 

The following were the main points made in discussion: 
(a) If only to avoid the likely repercussions in the Rhodesias and 

on the Federal Government, it was desirable in any public 
announcement to avoid using language which suggested that 
Nyasaland had a right to secede from the Federation. On the other 
hand, although an Act of the United Kingdom Parliament would be 
necessary to permit Nyasaland's withdrawal, it was also desirable 
to avoid the impression that the United Kingdom Government were 
themselves primarily responsible for this step towards the dissolution 
of the Federation. 

(b) The problem of the future association of the territories 
presented a serious dilemma. If our past efforts to create a 
multiracial society in Central Africa were to break down, the 
consequences could be extremely grave—leading perhaps to an 



alliance between Southern Rhodesia, South Africa and Angola. It 
was therefore arguable that we should, without delay, formulate firm 
proposals for the future of the Rhodesias and announce our 
determination to hold them together, although the effective means 
of doing so should be worked out locally. This would not be easy; 
for if we pressed our views on future relationships between the 
Territories too openly or too early the result might be to destroy all 
hope of obtaining African agreement to any sort of association at all. 
On the other hand, if we made little or no attempt to obtain an 
association with political content and sought no more than a common 
market, we might precipitate a violent reaction from the Federal 
Government as a whole and Sir Roy Welensky in particular, since 
his minimum demands included some central control of foreign affairs 
and defence. It was already clear from the most recent correspondence 
with him that he was reacting badly to the issue of Nyasaland's 
withdrawal from the Federat ion; and, while he was unlikely to 
proceed to extremes over that, he and his colleagues in the Federal 
Government would fight to the last for their concept of what the 
future relationship of the Rhodesias should be. On balance it would 
be better to delay the formulation of final proposals until after the 
bilateral discussions proposed by the First Secretary of State had 
taken place. Sir Edgar Whitehead had said that he could make no 
move in a liberal direction until his elections were over but that it 
would then be his intention to take an early initiative of that k ind: 
he also hoped that, after the elections, he might be able to make some 
progress with the new Northern Rhodesian Government before 
involving the United Kingdom. 

(c) Future defence arrangements required examination. The 
present forces were considerable in size and of reasonably good 
quality, but they were entirely Federal and it would be necessary to 
consider new arrangements. The Chiefs of Staff had looked at the 
problem some two years ago but the First Secretary of State would 
now let the Minister of Defence have material enabling him to ask 
the Chiefs of Staff to look at it again. 

(d) The withdrawal of Nyasaland from the Federation would 
have grave financial consequences, not only for her but also for the 
United Kingdom. The Nyasaland budget was at present in deficit 
by some £1-5 million a year: during the first few years after 
withdrawal the deficit would be about £5 million a year on a budget 
of £14 million. The Nyasaland Government believed they could go 
some way to close the gap but it looked as though the United Kingdom 
would be called upon to supply at least £2-5 million a year for a 
number of years. The First Secretary of State would go into this 
problem in consultation with the Chancellor of the Exchequer. If 
the Nyasaland Government could be persuaded to exercise 
moderation—e.g., by refraining from the erection of a customs barrier 
against Southern Rhodesia—the two Rhodesias, either in association 
or separately, might be prepared to give Nyasaland a substantial 
measure of assistance. 

The Cabinet— 
(1) Expressed	 their general agreement with the proposals put 

forward by the First Secretary of State for dealing with 
the problem of Nyasaland's desire to withdraw from the 
Federation and with the future of the two Rhodesias. 

(2) Took note that, shortly before the opening of the	 Nyasaland 
Constitutional Conference, the First Secretary of State 
would inform them of any significant developments which 
had meanwhile taken place in Central Africa, and would 



bring before them a draft of his proposed statement on 
Nyasaland's withdrawal and on subsequent bilateral 
conversations with the Federal and Territorial 
Governments. 

(3)	 Invited the Minister of Defence, in consultation with the First 
Secretary of State, to arrange for a review of military 
arrangements in Central Africa. 

Cabinet Office, S.W.1, 
29th October, 1962. 
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Parliament 
Method of 
Appointment 
of Serjeant 
at Arms 

Incomes Policy
Railwaymen's
Wages
(Previous
Reference :
C.C. (62) 64th
Conclusions,
Minute 1)

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

The Chancellor of the Duchy of Lancaster said that some 
difficulty was likely to be caused by two Questions addressed to the 
Prime Minister by Mr . Charles Pannell, M.P., about the appointment 
of the Serjeant at Arms. Mr. Pannell had also put a motion on the 
Order Paper which in effect amounted to a motion of censure on 
the Sovereign. The Chancellor of the Duchy said that, if he were 
asked that afternoon about finding time for the motion, he would 
advise the House to await the answers to the Questions. There was 
however a point of substance involved. It appeared that the Serjeant 
at Arms was appointed by The Queen without any formal advice 
from any source. Although this had been the practice since at least 
the time of the Long Parliament it had given rise to criticism in the 
past and would be likely to give rise to more in the future. The 
report of the Select Committee under Mr. Stokes had recommended 
the appointment of a commission of the House of Commons to give 
advice on this and other matters : this recommendation was for 
various reasons unacceptable, but some procedure allowing for 
formal consultation on the occasion of the appointment of a new 
Serjeant at Arms might be advisable in order to protect the Sovereign 
from unfair criticism. 

Discussion showed that it was the general view of the Cabinet 
that it might be necessary to ask The Queen to consider a change of 
procedure on the occasion of future appointments. While it was 
believed that on this, and on earlier occasions, there had been some 
informal correspondence between The Queen's Private Secretary and 
Mr. Speaker, this did not entirely meet the need. There could, 
however, be no question of casting any doubt on the validity or 
Tightness of the appointment which had recently been made. 

The Cabinet— 
Took note that the Prime Minister would consider this 
question further, in the light of the Cabinet's discussion, 
consulting The Queen's Private Secretary as necessary. 

 *2. The Chancellor of the Exchequer said that as agreed at the 
 Cabinet's last meeting he had written to the Chairman of the British 

 Transport Commission, Dr. Beeching, informing him that the 
 Government could not accept his proposal to make an initial offer 

 to the railway unions of a 6 per cent increase in railway wages. In 
 reply, Dr. Beeching had reiterated his earlier view that any lower 

 opening offer would be inconsistent with the demands of equity and 
 good management; and he had also taken occasion to criticise the 

Governments wages policy. If a formal letter were now to be 
addressed to Dr. Beeching saying that the Government were not 
prepared to accept a settlement at a final figure of more than 5 per 
cent, there was n o doubt that Dr. Beeching would immediately show 
the letter to the railway unions. The Government would then have 
to negotiate directly, not only with the unions, but with the unions 
and Dr. Beeching together. A possible alternative which the Wages 
Committee had discussed on the previous day would be to give Dr . 
Beeching not a percentage limit but a total sum of money to cover 
the increases; a figure of £16 million, for example, would be equivalent 
to a 4 per cent increase. If this were done, Dr. Beeching would be 
likely to open with an offer of 5 per cent; he would propose to make 
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Prime Minister by Mr. Charles Pannell, M.P., about the appointment 
of the Serjeant at Arms. Mr. Pannell had also put a motion on the 
Order Paper which in effect amounted to a motion of censure on 
the Sovereign. The Chancellor of the Duchy said that, if he were 
asked that afternoon about finding time for the motion, he would 
advise the House to await the answers to the Questions. There was 
however a point of substance involved. It appeared that the Serjeant 
at Arms was appointed by The Queen without any formal advice 
from any source. Although this had been the practice since at least 
the time of the Long Parliament it had given rise to criticism in the 
past and would be likely to give rise to more in the future. The 
report of the Select Committee under Mr. Stokes had recommended 
the appointment of a commission of the House of Commons to give 
advice on this and other matters : this recommendation was for 
various reasons unacceptable, but some procedure allowing for 
formal consultation on the occasion of the appointment of a new 
Serjeant at Arms might be advisable in order to protect the Sovereign 
from unfair criticism. 

Discussion showed that it was the general view of the Cabinet 
that it might be necessary to ask The Queen to consider a change of 
procedure on the occasion of future appointments. While it was 
believed that on this, and on earlier occasions, there had been some 
informal correspondence between The Queen's Private Secretary and 
Mr. Speaker, this did not entirely meet the need. There could, 
however, be no question of casting any doubt on the validity or 
Tightness of the appointment which had recently been made. 

The Cabinet— 
Took note that the Prime Minister would consider this 
question further, in the light of the Cabinet's discussion, 
consulting The Queen's Private Secretary as necessary. 

 *2 . The Chancellor of the Exchequer said that as agreed at the 
 Cabinet's last meeting he had written to the Chairman of the British 

 Transport Commission, Dr. Beeching, informing him that the 
 Government could not accept his proposal to make an initial offer 

 to the railway unions of a 6 per cent increase in railway wages. In 
 reply, Dr. Beeching had reiterated his earlier view that any lower 

 opening offer would be inconsistent with the demands of equity and 
 good management; and he had also taken occasion to criticise the 

Governments wages policy. If a formal letter were now to be 
addressed to Dr. Beeching saying that the Government were not 
prepared to accept a settlement at a final figure of more than 5 per 
cent, there was no doubt that Dr. Beeching would immediately show 
the letter to the railway unions. The Government would then have 
to negotiate directly, not only with the unions, but with the unions 
and Dr. Beeching together. A possible alternative which the Wages 
Committee had discussed on the previous day would be to give Dr . 
Beeching not a percentage limit but a total sum of money to cover 
the increases; a figure of £16 million, for example, would be equivalent 
to a 4 per cent increase. If this were done, Dr. Beeching would be 
likely to open with an offer of 5 per cent; he would propose to make 



up the difference between the £16 million increase authorised by the 
Government and the cost of the eventual settlement by drawing on 
the savings thrown up by his measures of reorganisation, and on 
increased revenue. 

The Minister of Labour said that if the Government proceeded 
on these lines it should be realised that the final settlement would be 
likely to be 6 per cent. There would be repercussions elsewhere, 
particularly in the nationalised industries, on motormen in the London 
Transport system, on bus drivers and on certain engineering workers. 
A settlement at 6 per cent would also be regarded as showing weakness 
on the Governments part in maintaining their incomes policy. 

The Minister of Transport said that from his most recent 
conversation with Dr. Beeching he thought that an offer of £16 million 
for wage increases would be acceptable and that Dr. Beeching would 
then open negotiations at 5 per cent, settling at 5 j per cent o r 6 per 
cent. A settlement at this level ought not in fairness to have 
repercussions elsewhere; for it was still not sufficiently appreciated 
that the railwaymen were not in any sense leading the next round of 
wage increases. 

I n discussion the following points were made : 

(a) On balance it appeared that a formal intimation to Dr. 
Beeching that the Government would be prepared to accept increases 
amounting to not more than £16 million in all would be the best 
compromise. The Government as bankers to the British Transport 
Commission had a right and duty to determine financial limits of 
this k ind; and they also had the right to ask that the Commission 
should take account of the Governments general wages policy. It 
was most undesirable that the Government should find themselves in 
direct negotiation with the railway unions and with Dr. Beeching 
about the details of the wage increases now in question. 

(b) The public presentation of Government action on the lines 
proposed would need careful thought. It was important to avoid the 
impression that the Government had obliged the Commission to 
sacrifice redundant workers in the interest of those still in employment. 
It would also be necessary to drive home the point that an increase 
for railway workers of even as much as 6 per cent gave no justification 
for increases elsewhere; this would present particular difficulty in the 
teaching professions. 

(c) The formal letter conveying the Governments decision to Dr. 
Beeching should be designed for publication. Even though it was 
not intended to publish it at the outset, its contents would be likely to 
become known. It would also be advisable to inform the Chairman 
of the National Coal Board in confidence of what was proposed, as 
he had been particularly helpful to the Government in the development 
of their wages policy. 

(d) There would be no question of any increase in fares resulting 
directly from the forthcoming negotiations. Increases in fares might 
be necessary at a later stage in the London region, but the lapse of 
time would be such that no direct connexion should be seen between 
the two. 

The Cabinet— 
Authorised the Chancellor of the Exchequer to arrange for 
the despatch of a formal letter to the Chairman of the British 
Transport Commission informing him that the Government 
would be prepared to regard a sum of £16 million as being 
available for railway wage increases at the present stage, 
and that the forthcoming negotiations should be conducted 
on that basis. 



Commercial 
Policy 
Japan 
(Previous 
Reference : 
C C . (62) 48th 
Conclusions, 
Minute 4) 

Sports
Development
Council

3. The Cabinet had before them a memorandum by the 
President of the Board of Trade (C. (62) 172) describing the main 
features of the Commercial Treaty with Japan which would be ready 
for signature later in November. 

The President of the Board of Trade said that negotiations for 
the treaty with Japan, which had been in progress since 1956, had 
now been completed. If finally approved by the two Governments, 
the treaty would be signed during the visit which would be paid to 
this country by the Japanese Prime Minister in mid-November. The 
terms of the treaty, which followed the normal form for commercial 
treaties, were in general very satisfactory. Much of the discussion 
which had taken place, both with Japanese and with British industrial 
interests, had concerned safeguards for particular industries and it 
was to be expected that there would be continuing complaints from 
those who feared that the general safeguards against disruptive 
competition might not be put into effect quickly enough to protect 
them. Protective action could and would be taken at short notice 
and in explaining the treaty to the public and to business interests, 
stress would be laid on the unusually precise nature of the safeguard 
provisions. It would also be important to secure general understanding 
of the Japanese desire not to indulge in disruptive competition and 
to stress the substantial advantages which would accrue to United 
Kingdom exports. The Japanese had agreed that from the date of 
signature they would increase their imports of such goods as motor 
cars, and there would shortly be a substantial demand for aero-engines. 
He would press the Japanese to accept that the duration of the treaty 
should, in the first place, be for six years but he thought he might 
have to agree to a duration of five years. They had also promised 
to withdraw the tax rebate which had been allowed on the export 
profits of Japanese companies and to subscribe to the Declaration 
under the General Agreement on Tariffs and Trade forbidding the 
use of this and other forms of export subsidy. 

In discussion there was general agreement in the Cabinet on the 
advantages which the treaty would bring. Care should be taken at 
the time of signature to ensure that full publicity was given to 
these advantages and to the safeguards provided for in the treaty. 

The Cabinet— 
(1) Approved the draft	 Commercial Treaty with Japan and the 

provisions and arrangements relating to it described in 
C. (62) 172, and authorised signature of the treaty and 
other necessary documents during the forthcoming visit 
of the Japanese Prime Minister to London. 

(2) Invited the President	 of the Board of Trade, in consultation 
with the Minister without Portfolio, to arrange for suitable 
publicity to be given to the provisions of the treaty and 
to the advantages which would be secured under it. 

 4. The Cabinet had before them a Memorandum by the Chief 
 Secretary, Treasury (C. (62) 163) proposing that a statement should 

 be j  e in Parliament, in the terms of the draft which was annexed, m a c  

about the Government^ attitude to a proposal for a Sports 
Development Council. 

The Chief Secretary, Treasury, said that a. Committee set up 
under the Chairmanship of Sir John Wolfenden by the Central 
Council of Physical Recreation had recommended that a Sports 
Development Council should be established to distribute public funds 
for the development of sports facilities. The general view taken in 



discussion in the Home Affairs Committee had been that such a 
council would be expensive and unnecessary. There was implicit 
in the recommendation the unrealistic view that expenditure on sport 
could and should be treated as a separate item in the Governmen t s 
investment programme and should be given some form of priority 
over other items. In fact, expenditure on sport was a feature of 
several programmes—in some cases a substantial feature—and it 
would be impracticable t o alter the machinery of government to 
provide for separate treatment. The Home Affairs Committee had 
felt, however, that there might be some presentational advantage in 
setting u p an Advisory Committee, which would be a non-executive 
substitute for the proposed Council. In subsequent discussion with 
the Ministers directly concerned he had come to the view that an 
Advisory Committee would have no real job to do and would in the 
end please no one. He also thought that, in view of the conflicting 
interests involved, there would be difficulties in selecting the chairman 
and members of an advisory body. These views were reflected in the 
draft of a written Answer annexed to C. (62) 163. 

In discussion the following points were raised: 
(a) I t could be argued that a Sports Development Council would 

have a function analogous to that of the Arts Council. The activities 
of the Arts Council necessarily cut across departmental responsibilities 
and there did not appear to be any inherent reason why a comparable 
body should not be entrusted with the disbursement of public funds 
for sport. It was pointed out, however, that the real difficulty was 
the pressure to spend money which would arise from the creation of 
an independent body. A sum of perhaps £1 million a year would be 
likely to be demanded and the Government would have little control 
over the purposes for which it would be used. 

(b) The case against an Advisory Committee was less strong. 
It would not carry conviction to say, as the draft statement did, that 
the Government proposed to improve the existing administrative 
arrangements by securing closer co-operation between Government 
Departments and by arranging for regular consultation between the 
Departments and the voluntary and local authority interests 
concerned. An Advisory Committee might serve as a useful source 
of intelligence about the precise needs and desires of those who would 
benefit from further provision, and a committee set on imaginative 
lines would help to show the Governments concern to provide 
adequate games facilities for the large number of people who had 
no such facilities at present. 

(c) Some Ministers felt, however, that even an Advisory 
Committee would become a channel for embarrassing demands for 
money which could not at present be afforded. Those people whose 
primary interest was in international athletics would expect heavy 
subsidies for the provision of training facilities to enable athletes from 
this country to compete on equal terms with athletes from other 
countries with much larger populations and a different outlook on 
the value of international competitions. There was no lack of 
information or advice about the way in which money ought to be 
spent, if it were available, on the more modest facilities which young 
people generally could enjoy, and which they ought to be encouraged 
to use. 

\d) It was appropriate that the statement should take full credit 
for what was already being done by the Government. Account might 
also be taken of the substantial provision of sports facilities which 
was frequently made by commercial firms. 

Summing up the discussion the Prime Minister said that the 
draft statement should now be revised in the light of the points which 
had been made. It would be right to reject the recommendation for 
a Sports Development Council and it might also be right to make 



no move towards establishing an Advisory Committee. But the aim 
should be to strike a positive and practical note. Consideration should 
be given to the possibility that the Lord President might be asked to 
take responsibility for co-ordinating action among Departments, with 
the help of some outside advice. 

The Cabinet— 
Invited the Chief Secretary, Treasury, in consultation with 
the Lord President and other Ministers directly concerned, 
to consider further, in the light of the Cabinefs discussion, 
the terms of the statement to be made about the proposal 
for a Sports Development Council; and to bring a revised 
draft before them at a later meeting. 

Cabinet Office, S.W.1, 
1st November, 1962. 
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1. The Foreign Secretary said that the dismantling and 
withdrawal of Soviet missiles from Cuba appeared to be proceeding 
smoothly. It had been accepted that the International Red Cross 
should exercise some kind of general supervision over this process. 
It is not yet clear what form the next developments might take, 
but it was unlikely that the Soviet Government would be prepared 
to contemplate any further concessions or compromises at the present 
stage. It was possible that at a later stage, for example, in the course 
of a meeting of Heads of Governments, Mr. Khrushchev might be 
prepared to identify himself personally with some reorientation of 
Soviet policy, e.g,, on Berlin, but there was as yet no evidence on 
which to base a judgment. The position would continue to be kept 
under close review. 

The Foreign Secretary said that there appeared to be a lull in the 
fighting on the Indo-Chinese border. The Chinese were now thought 
to have something of the order of two divisions in the forward 
areas with another five divisions in reserve; it was clear from this 
that more was at stake than a realignment of the border ; there could 
be little doubt that the Chinese object was to secure by military 
means a major improvement in their strategic position. 

Mr. Malcolm MacDonald, formerly the United Kingdom High 
Commissioner in New Delhi, had reported that in the course of a 
recent private visit to Peking the Chinese Foreign Minister had 
mentioned to him as a possible basis for a settlement the acceptance 
by the Chinese Government of a new border some three miles to 
the south of the present MacMahon Line in the North-East Frontier 
district, in exchange for concessions by the Indian Government in 
Ladakh. Mr. MacDonald would report this suggestion factually 
to the Indian Government during his forthcoming visit to Delhi 
but would avoid being put in the position of appearing to offer 
himself as a mediator or of being invited to do so. 

The Foreign Secretary said that the military situation in the 
Yemen was still obscure. The republican authorities seemed to be 
in effective control of the more settled and populated parts of the 
country, and a recent attack from the Saudi Arabian frontier in 
the north appeared to have been broken up. The United States 
Government were understood to favour early recognition of the 
republican regime in exchange for concessions or assurances from 
the Egyptian Government about the maintenance of stable conditions 
in Saudi Arabia. If recent reports about the intention of the 
republican regime in the Yemen to declare war on Saudi Arabia 
were confirmed, concessions of this kind would not be easy to obtain. 
We were in the difficulty that , while it was distasteful to appear to 
be supporting the tyrannical dynasties which were common in this 
part of the world, any early recognition of the republican regime was 
likely to have serious repercussions on our position in Aden which 
was to a large extent dependent on the continued loyalty and support 
of the Rulers of the Aden Protectorate and the neighbouring Sheikhs. 

The Prime Minister said that the situation was delicate and 
difficult. In the considered view of the Governor of Aden the early 
recognition of the republican regime in the Yemen would seriously 
dishearten our supporters in the Aden Protectorate, would exacerbate 
political agitation in Aden Colony itself and might undermine our 
whole position in the area. But if we continued to withhold 
recognition, in which we were still supported by the Arab countries 
friendly to us*—Jordan and Libya in pa r t i cu la r - the re was a danger 
that the United Kingdom representative in Taiz would be expelled 
and that we should lose any prospect of being able to influence the 
policy of the new regime in the Yemen in a sense favourable to us. 
The republican Government could be expected to intensify the 
traditional Yemeni policy of subversion and of hostility to our 
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interests, and might do so more effectively than their predecessors. 
Our position in Aden would then be progressively eroded. It was 
probable that on balance it would be necessary to recognise the new 
regime before very long, but there was a strong case for deferring 
recognition, at least until after the Parliamentary debate on the 
merger between Aden Colony and the Aden Protectorate which was 
due to take place on 13th November. 

The Cabinet— 

Took note of these statements. 


2. The Cabinet had before them a memorandum by the First 
Secretary of State (C. (62) 174) reporting the views of the Committee 
on Civil Scientific Research and Development on a proposal for a 
joint enterprise by British and French industry to develop an airliner 
with twice the speed of sound to come into service about 1970. 

The First Secretary of State said that the Committee had fully 
considered the proposal itself, but had not had adequate opportunity 
to compare it with possible competitors in the scientific field. It 
had, however, been necessary to bring the matter before Cabinet 
at this stage because the Minister of Aviation was due to meet the 
French Minister of Public Works, M. Dusseaulx, on 7th November 
and would need to indicate the attitude of the United Kingdom 
Government to the proposal. Generally, the Committee had felt 
that the proposal was a natural manifestation of technological 
progress and that supersonic passenger travel was sure to come. On 
the other hand, they had felt that the proposal could not stand on 
normal economic grounds. He had discussed the proposal with the 
Chairman of the British Overseas Airways Corporation. The 
Corporation already had or were acquiring a fleet of subsonic jet 
airliners and would be reluctant to introduce a supersonic airliner 
before they had had time to amortise their cost; but, as a nationalised 
undertaking, they would, if necessary, accept direction from the 
Government. 

The proposal was for joint participation by British and French 
industry in the construction of two versions of the design, one for 
long range and the other for medium range. Both countries would 
participate in the manufacture of both aircraft and would have 
broadly equal shares in the cost and proceeds of sales of the two 
versions taken together. He drew attention particularly, however, 
to the fact that the United States industry had overtaken us with 
their Boeing 707, though its development had started after that of 
our Comets and Britannias. As soon as the United States aircraft 
industry saw that we were seriously engaged in this project they 
would press ahead either with an airliner of similar performance 
or, as they apparently preferred, with an airliner with three times 
the speed of sound. In this way they might enter the market at the 
same time as we did or within a relatively short time afterwards. It 
might well be that the Cabinet of 10 years hence would find that 
the outlay of some £85 million required from public funds to meet 
pre-production costs had not in the event been justified, because of 
intense competition and the small size of the market. On the other 
hand, to decide not to venture in this field while the United States, 
and Russia and perhaps France, went ahead, could well mean 
contracting out of the manufacture of large civil aircraft. 

The Minister of A viation said that he regarded the development 
of a supersonic airliner as inevitable somewhere in the world. 
Market research showed that it was primarily speed that attracted 
passengers, and in this case speed and operating costs were not in 
conflict, as they were in other transport media. The operating costs 
of an airliner with about twice the speed of sound seemed likely to 
compare reasonably well with those of existing subsonic jets, provided 



that operating costs were not loaded with amortisation of pre
production costs. If we went forward with this project, we should 
enjoy a clear lead for perhaps three to five years. Although the 
United States had large resources with which to build a competitor, 
a combination of the British Aircraft Company and Sud-Aviation 
would command resources as large as any single United States 
combine. While it was true that the Boeing 707 had largely taken 
the market from the Comet, the Comet had come within an ace of 
securing a five-year lead over the Boeing and would have done so 
but for a minor defect in design. The airliner with three times the 
speed of sound, which the United States preferred, would have to 
be built of steel and would use different components. While it might 
be superior to the proposed Anglo-French aircraft in the end, the 
latter might have the market to itself from early in the 1970s until 
about 1975. If European airlines were equipped with it, it might 
be difficult for United States airlines to content themselves with 
subsonic aircraft until the United States supersonic airliner could 
come into service. There would also be political advantage in a 
large project carried out in co-operation with the French. If, on the 
other hand, the proposal were rejected, the Bristol design team 
would have to be disbanded; there would be less work which could 
be sub-contracted to Shorts of Belfast and other concerns; and the 
United Kingdom would go out of the manufacture of large long-range 
aircraft for passengers or freight. To contract out in this way would 
be difficult to reconcile with the Governments declared policy of 
supporting the civil aircraft industry. 

The Chief Secretary, Treasury, said that he agreed that supersonic 
travel would come sooner or later. But he hesitated to commend 
the particular proposal before the Cabinet because of its poor 
showing in commercial and financial terms. He was particularly 
concerned that neither the manufacturers nor the Corporation were 
prepared to put money of their own into the project. Although it 
might be said that the manufacturers would be tying up their 
resources for several years if the project went ahead, this would mean 
either that they would be devoting to this project resources that 
might otherwise have been devoted to others, or that they would 
be using plant that would otherwise have been idle; and in either 
case they would, on present plans, be paid from public funds in full 
on a cost plus basis. Moreover, if a supersonic airliner had to be 
introduced by the Corporation before their fleet of subsonic jets, 
which would include 42 VC-lOs due for delivery up to the mid-1960s, 
had reached the end of their useful lives, massive aid from public 
funds might be required for the Corporation. There were attractions 
in a joint enterprise with French industry, but it would be the more 
difficult to stop if it appeared to be losing its promise; and the 
prestige derived from building the airliner might be much impaired 
if the aircraft were generally regarded as basically French but with 
United Kingdom engines—a risk which was illustrated by that fact 
that the airliner was already known in France as the " Super-
Caravelle ". The project was difficult to judge from the standpoint 
of technological advance without looking at the other scientific 
projects which the Government might wish to back. He hoped, 
therefore, that a final commitment might be avoided for the time 
being so that the Government could consider the proposal further 
in the light both of further discussion with M. Dusseaulx and of an 
examination of other scientific projects which might be in competition 
with it. 

The Minister of Defence said that he believed that, not only 
was supersonic air travel sure to come, but that wherever a supersonic 
airliner was developed it would be with State money. The question 
was whether we should seek to be the first in the field. He was 
attracted to the present proposal because it was feasible; it also 



offered a chance of exploiting a clear lead. A decision not to go 
ahead would be a major setback for the United Kingdom aircraft 
industry and would leave the market to other countries. 

In discussion the following points were made : 
(a) There were dangers in under-rating the judgment of the 

United States, who had preferred the more difficult task of developing 
an airliner with three times the speed of sound. It was puzzling 
that, although neither the United States nor the Corporation wanted 
an aircraft with twice the speed of sound, the French were apparently 
determined to go ahead with such an aircraft even if the United 
Kingdom did not co-operate with them. Further information on 
the chances of capturing the European market was required. This 
had been estimated at something in the region of 150 and 170 
aircraft. It was known that the French were working towards 
unification of European airlines, even at some cost to the traffic at 
present carried by Air France. If the French could sway the European 
market, the prospects for sales would be that much better. The 
airlines of France and the United Kingdom alone would not provide 
a sufficiently large market. 

(b) Major projects in the aircraft industry were now on a scale 
beyond the reach of private finance. There was a risk of 
embarrassment, however, if the whole of the pre-production costs 
were borne by public funds. A proposal was under consideration 
at present for a joint Anglo-Belgian venture for the construction of 
a nuclear ship, and for a ship with a fully automatic engine-room. 
But it was envisaged that private capital would play its part in these 
developments, and the shipping industry might accuse the 
Government of discrimination in favour of the aircraft industry 
unless some private money were also involved in launching the 
supersonic airliner project. 

(c) While there were technological advantages in the proposal, 
it was difficult to measure these against other major scientific projects 
such as the fast reactor, the nuclear ship or satellite capability. These 
projects were not individually so large as the supersonic airliner, 
but they might be more important. Machinery was required for 
arranging such projects in an order of priority, and this had not yet 
been achieved. A decision on priority should not turn solely on the 
need to give a decision upon the supersonic airliner in time for the 
meeting with M. Dusseaulx. On the other hand, it would be wrong 
to let a major opportunity slip because it was not possible to consider 
other projects at the same time. 

(d) The proposal could be regarded as a purely commercial one 
concerning civil passenger transport. It was likely that at this stage 
the cost had been under-estimated and the market over-estimated, 
but even on this basis it was commercially unpromising. There was 
no prestige in a commercial failure, and there was much to be said 
for enabling United Kingdom airlines to buy what was best for them 
in their commercial judgment without imposing on them the risks 
of pioneering. On the other hand, it was difficult for any airline 
to form a commercial judgment about an airliner that would not 
come into service until after 1970, and the fact that they were not 
prepared to put their own money into the project did not necessarily 
reflect an adverse judgment. 

(e) The Royal Air Force had no immediate interest in the 
proposed supersonic airliner. But if the project were not adopted, 
this would be a blow to the industry and thus indirectly to the Air 
Force. 

(/) A supersonic airliner would cause a sonic boom, and in some 
circumstances would be noisier than some subsonic aircraft. There 
were also certain solar radiation hazards. But these considerations 
did not amount to arguments against the project. Rather, they would 
result in certain limitations on the operation of the aircraft, the 
effect of which would be felt in the economics of using it. 
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Summing up, the Prime Minister said that it was peculiarly 
difficult to judge this proposal. The airlines which would buy the 
aircraft were in any case not commercially profitable, and for 
commercial reasons would tcrd to oppose it. The advocates of 
slower, safer and more comfortable air travel, however, were not 
necessarily right; slower aircraft had not proved cheaper to operate, 
and in any case there was a natural inclination to prefer higher 
speeds even at some cost in comfort. The project would, however, 
not make money, partly because of its own high cost and possibly 
also because of United States competition. The possibility of 
ensuring by consultation with other European countries a substantial 
market for the new airliner ought to be explored further. The fact 
that two companies of high quality were prepared to devote their 
design teams, their plant and manpower to this project was some 
indication that they had confidence in it; for they would certainly 
be ruined if the project turned out to be a failure. There was 
advantage in a project which would demonstrate dramatically 
interdependence between the United Kingdom and France at this 
stage; and there might be advantage from such a link between the 
United Kingdom and Europe in the wider field of relations between 
the major Powers. Conversely, there would be disadvantage in 
allowing France to go ahead alone with the project. It would be 
important, however, to ensure that if the project were to go ahead 
then it should do so on a basis which involved some financial 
contribution from the companies and ensured that they participated 
with the maximum efficiency; and that the aircraft was known by a 
name which would reflect the joint participation of the United 
Kingdom and France in the project. 

The Cabinet— 
(1) Authorised	 the Minister of Aviation to inform the French 

Government that the proposal for the joint development 
of an Anglo-French supersonic airliner, was in principle 
acceptable to the United Kingdom Government, subject 
to satisfactory assurances on the participation of French 
airlines and to final examination of market prospects. 

(2) Invited the	 Minister of Aviation, in further discussion with 
the French authorities, to obtain fuller information about 
the nature, extent and firmness of the market for this 
airliner, both in its medium-range and in its long-range 
version. 

(3) Invited the	 Minister of Aviation to discuss with the French 
authorities the drafting of formal Heads of Agreement 
between the two Governments on the development and 
the financing of the airliner and in particular to propose 
a name for it which would reflect their joint participation 
in the project. 

(4) Invited the Minister of Aviation in the light of his discussions 
to bring the subject before them again at a later meeting. 

Industrial 3. The Minister of Labour informed the Cabinet that the unions 
Disputes concerned had now given notice of an official strike to be called at 
(Previous the Ford Motor Company works at Dagenham. He had asked both 
Reference: sides to report to him during the course of the day. He had thought 
CC. (62) 59th jt right to take the initiative in this way because of the probability 
Conclusions, that the strike, if it could not be averted, would assume serious 
Minute 4) dimensions. The employers' object had been to remove from their 
Ford Motor employment a small number of pe; ustent and politically-minded 
Company, troublemakers; this was a sensible . im which the unions might 
Dagenham 



have been persuaded to support had the employers played their 
hand with greater tact and skill; as it was they had set the unions 
against them. He would keep the Prime Minister and the other 
Ministers concerned closely informed of developments. 

The Cabinet— 
Took note of this statement by the Minister of Labour. 

Cabinet Office, S.W.1, 
6th November, 1962. 

/ 
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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. 

Federation of 
Rhodesia end 
Nyasaiand 
(Previous 
Reference : 
C.C. (62) 64th 
Conclusions, 
Minute 2) 

2. The First Secretary of State said that at their last discussion 
the Cabinet had agreed that he should announce at or just before 
the opening of the forthcoming Nyasaland Conference the 
Governments acceptance in principle of Nyasaland's withdrawal 
from the Central African Federation. He had now to inform the 
Cabinet that this proposal had produced a strong reaction from the 
Federal Prime Minister, Sir Roy Welensky. His objections fell under 
the following heads. First, he maintained that the United Kingdom 
Government could not legislate on the question without the approval 
of the Southern Rhodesian as well as the Federal Parliament, and had 
said that in the event of legislation the position of the Federal 
Government would be fully reserved. Secondly, he had said that the 
withdrawal of Nyasaland could not be accepted unless accompanied 
by an assurance from the United Kingdom Government that there 
v/ould be continued association, including political association, 
between Northern and Southern Rhodesia. Thirdly, he had stressed 
the serious effect which an early statement about Nyasaland's 
withdrawal would be likely to have both on the second stage of the 
elections in Northern Rhodesia and on the elections in Southern 
Rhodesia. Fourthly, he had stressed the lack of consultation and 
alleged breaches of faith by the United Kingdom Government on 
various counts. Fifthly, he foresaw serious economic consequences 
if Nyasaland's right to withdraw were acknowledged. Finally, he had 
said that unless a statement about Nyasaland was deferred he would 
not be able to support the Prime Minister of Southern Rhodesia, 
Sir Edgar Whitehead, in the forthcoming elections, would feel bound 
to reveal in the Federal Parliament the detailed course of the 
negotiations with the United Kingdom Government and would do his 
best to rally United Kingdom opinion in his support. 

The First Secretary of State said that he had also discussed the 
position with the Leader of the Malawi Congress Party, Dr. Banda, 
who had said that Nyasaland's right to withdraw from the Federation 
had been tacitly accepted by the United Kingdom many months ago: 
he had agreed, at the request of the First Secretary of State, to a 
postponement of the final decision in order to allow time for the 
special advisers to visit the territory and to repor t : they had now 
done so and he could delay no longer. If Nyasa!and's right to 
withdraw were not recognised at the forthcoming Conference he 
would not be prepared to return to Nyasaland to take charge of the 
Government. 

The First Secretary of State said that after careful reflection he 
had come with regret to the conclusion that it would be necessary 
to make a statement at the opening of the Nyasaland Conference on 
the lines previously agreed. Failure to do so would certainly result 
in a serious security situation in Nyasaland itself; nor was it realistic 
to suppose that deferment of the statement would produce any more 
helpful reaction from Sir Roy Welensky; at whatever time the 
statement was made it would produce the same objections and the 
same arguments for still further delay. The Cabinet should, however, 
be aware that when the statement was made there would be an 
unpleasant exchange with the Federal Government, and serious 
political repercussions in this country. He had offered to go out to 
Central Africa himself in January to discuss the continued association 
of Northern and Southern Rhodesia and other related matters; and 
there was some hope that the knowledge that this visit was to be 
made might help to produce a better atmosphere. But the outlook 
was still uncertain; in the event of any serious or unforeseen 



development in the course of the next day or two he would wish 
to obtain the views and advice of those of his senior colleagues who 
were most closely concerned. 

The Prime Minister said that the prospect was depressing. The 
Federation had started with high hopes and had been from every 
point of view a great and honourable enterprise. There could now 
be no doubt that it had failed. It was, however, necessary to look 
at the future in a constructive light. If it were necessary for political 
and national reasons that the territories of the Federation should 
separate now, it was to be hoped that they would find it possible and 
even necessary to join together again in some more enduring 
partnership founded perhaps on the reality of their economic 
interdependence. The Government should do all they could to foster 
concepts of this kind. Accusations of breach of faith were naturally 
of concern to the Government and to the Ministers directly involved; 
but he took some comfort from the fact that charges of bad faith 
had been levelled so indiscriminately against so many Ministers as 
to lead to a supposition of bias on the part of their accusers. 

The Foreign Secretary said that, not only had the Federation 
been sound as a concept, it had made remarkable progress in raising the 
standard of living and administration in its territories. His concern 
was to avoid at all costs a dissolution of the Federation which would 
lead to the establishment of two black African States and one white 
State, Southern Rhodesia, which would then inevitably orient itself 
towards South Africa. This would mean the total abandonment of 
the multi-racial policy on which the long-term future of Central 
Africa so largely depended. Somehow an association, including 
political association, between Northern and Southern Rhodesia 
would have to be preserved. He did not entirely rule out the possible 
use of force to achieve this end if all other methods had failed. It 
might not at the present stage be possible for the Government to 
enter into a binding commitment to maintain the association of the 
two Rhodesias, but he hoped it would be possible to declare firmly
that this was the Governments objective. Political consequences 
apart, the economic effects of their separation would be grave. He 
would welcome a memorandum setting out in more detail the 
economic and political consequences of a final break between the 
two Rhodesias. 

The Commonwealth Secretary said that he did not believe it 
would be right or possible to commit the Government to a continuing 
political association between the two Rhodesias. However desirable, 
it was simply not practicable. Political association would imply a 
common policy between the Governments of the two territories at 
least on external affairs and on defence; but these were precisely the 
subjects on which opinion between a black Northern Rhodesian 
Government and a largely white Southern Rhodesian Government 
would be most deeply divided. The prospect of economic association 
was more hopeful and there might be useful precedents to be drawn 
from the development of the common services organisation in East 
Africa. It would for other reasons be dangerous to give Sir Roy 
Welensky the impression that the United Kingdom Government would 
be prepared to fight for the retention of what would remain of the 
Federation after Nyasaland's withdrawal. 

In discussion the following points were m a d e : 
(a) The legislation to effect Nyasaland 's withdrawal from the 

Federation would not involve the break-up of the Federation, which 
would then consist of Northern and Southern Rhodesia. The United 
Kingdom Government had in 1957 accepted the existence of a 
convention under which they would refrain from legislating in matters 
within the competence of the Federal Parliament except at the request 
of that Parliament. The clear intention had been to leave the Federal 
Parliament unrestricted rights in matters of domestic legislation and 



in such constitutional matters as the franchise. The convention had 
as it were defined the area within which the Federal Parliament would 
have fully delegated responsibility. The legal powers of the United 
Kingdom Parliament had at no time been in question. But it would 
be possible to allege that in legislating for Nyasaland's withdrawal the 
United Kingdom Government would be in breach of the convention 
because under the wording of the Federal Constitution Nyasaland's 
inclusion in the Federation could be held to be a constitutional matter. 
The only effective answer to argument on these lines would be to 
point to the clear intention of both Governments at the time when 
the convention was accepted. 

(b) An outbreak of violence in Nyasaland would present serious 
practical difficulties. The use of United Kingdom troops would be 
difficult, since there were n o secure bases from which to operate. 
The use of Federal troops would be highly objectionable. The 
possibility could not be excluded that at some stage feelings in the 
Federation might rise to a point at which it would resort to force in 
opposition to the policies of the United Kingdom Government. But 
it was unlikely that the withdrawal of Nyasaland would in the event 
produce so strong a reaction; it would be more likely to arise on a 
withdrawal by Northern Rhodesia where larger economic and 
political issues were at stake. For this reason the withdrawal of 
Nyasaland should so far as possible be treated as an isolated issue and 
should not be linked with the question of continued association 
between Northern and Southern Rhodesia. This would not, however, 
be easy in practice; for any statement about Nyasaland's withdrawal 
would be bound to raise questions about the Rhodesias. 

The Cabinet then considered the draft statement which the First 
Secretary of State might make at or before the opening of the 
Nyasaland Conference. 

In discussion of the draft the following points were m a d e : 
(c) It would be necessary to make it clear that after the 

withdrawal of Nyasaland the Federation would consist of Northern 
and Southern Rhodesia. It should not be implied that Nyasaland's 
withdrawal would lead inevitably to the break-up of the Federation 
as a whole. 

(d) The statement should so far as possible make it clear that 
two entirely separate issues were involved—those which concerned 
the effects of withdrawal on Nyasaland herself and those which 
involved future constitutional developments in the Rhodesias. The 
first set of problems would be dealt with at the Nyasaland Conference 
and subsequently in negotiation with the Nyasaland authorities. 
Constitutional developments in the Rhodesias could not be tackled 
until after the forthcoming elections; and at that stage it would 
probably be necessary to arrange for a resumption of some kind of 
federal review conference. 

(e) The statement should make it clear that in so far as 
Nyasaland's withdrawal increased her economic difficulties the United 
Kingdom Government could not and would not call on the British 
taxpayer to make up the difference. In practice some increase in 
economic aid to Nyasaland might be inevitable, but it would be a 
mistake to recognise the possibility of such an increase now. 

(/) The statement should refer in rather warmer terms to the 
importance which the Government attached to continuing links 
between the two Rhodesias and to continuing association between 
all three territories. It would, however, be necessary to avoid on 
the one hand an implied commitment to maintain the residual 
Federation in being at all costs or, on the other, an implication that 
the Government already regarded the disappearance of any Federal 
relationship between the two Rhodesias as a foregone conclusion. 



Immunities 
and Privileges 
(Previous 
Reference : 
C C  . (62) 38th 
Conclusions, 
Minute 4) 

(g) Tha t part of the statement which touched on the future 
association between the two Rhodesias could with advantage be cast 
in more general terms. It would be undesirable to define too closely 
at this stage either the methods of future consultation with the 
Governments concerned or the subjects which those consultations 
would cover. 

The Cabinet— 

(1) Authorised the First Secretary of State to make a	 statement 
in Parliament at the opening of the Nyasaland Conference 
acknowledging Nyasaland's right to withdraw from the 
Central African Federation. 

(2) Invited the First Secretary of State, in consultation	 with the 
Lord Chancellor and the other Ministers concerned, to 
redraft this statement in the light of their discussion. 

(3) Took note that, in the event of any unforeseen	 developments, 
the First Secretary of State would arrange for further 
consultation with the Ministers concerned. 

(4) Invited	 the First Secretary of State to circulate for their 
consideration at a later meeting a memorandum describing 
the political and economic consequences of a final break 
between Northern and Southern Rhodesia. 

3. The Cabinet had before them notes by the Secretary of 
the Cabinet covering information provided by officials about the 
Vienna Convention on diplomatic relations (C. (62) 164) and about 
international and Commonwealth organisations (C. (62) 165). 

The Prime Minister reminded the Cabinet that, at their meeting 
on 29th May, they had called for further information about the 
legislation required if we were to ratify the Vienna Convention on 
diplomatic relations; and for an examination of the practical results 
for the revenue which might flow from the adoption of certain 
principles, suggested by the then Lord Chancellor, for determining 
the extent to which diplomatic privileges and immunities should 
be accorded to international and Commonwealth organisations. 
Decisions would have to be taken in due course on the points of policy 
which had been noted in the papers circulated by the Secretary of 
the Cabinet, but it seemed evident that improvements were in any 
case required in the machinery for inter-departmental consultation 
on the wide range of problems which arose in connection with 
immunities and privileges. There was at present no established 
machinery to deal with points affecting diplomats or Commonwealth 
organisations; and the machinery to deal with points affecting 
international organisations seemed to be inadequate. It would be 
desirable to set up a more authoritative committee of officials to 
whom all inter-departmental problems affecting immunities and 
privileges could be referred. He proposed to give consideration to 
the terms of reference and membership of such a committee and to 
the way in which the issues which the committee would throw up 
should be brought before Ministers. 

The Cabinet— 

Took note that the Prime Minister would arrange for the 
establishment of a committee of officials to consider inter
departmental problems affecting immunities and privileges 
and for the reference to Ministers of those issues on which 
Ministerial decisions were required. 



4. The Cabinet had before them a memorandum by the 
Chief Secretary, Treasury, and the Minister of Housing and Local 
Government (C. (62) 171) about the basis on which the general grant 
for England and Wales for 1963-64 and 1964-65 should be fixed. 

The Chief Secretary, Treasury, said that it would shortly 
be necessary to settle the amount of general grant for the next 
two financial years. Statutory consultation between Ministers 
and the representatives of local authorities would take place on 
15th November; and the order determining the amount of the 
grant would have to be approved before the Christmas recess. The 
Ministers particularly concerned were in agreement about the 
acceptable level of total expenditure on the services covered by the 
general grant. But, in the circumstances created by the rating and 
valuation changes which would take effect on 1st April, 1963, there 
was room for difference of opinion about the division of the burden 
between the tax-payer and the rate-payer. The rating and valuation 
changes would accentuate the disparity in resources among local 
authorities and would involve an increase of about £26 million in rate 
deficiency grant. I t could perhaps be argued that the general grant 
should be reduced pro tanto. But if the Government acted on this 
view they would be open to criticism from the local authorities, who 
would claim that the increase in rate deficiency grant ought not in 
principle to be offset by reduction of the Exchequer contribution in 
other respects. Strict limitation would also invite renewed criticism 
from those who objected to the principle of general, as opposed to 
specific, grants and would make it more difficult for the Government 
to deal with complaints about the effect of revaluation on the level of 
rates. On the other hand, the Exchequer contribution to local 
expenditure already amounted to 52-5 per cent and, if payments 
for the next two years were calculated on the same basis as in the 
past, the proportion would rise to 53-9 per cent. Such an increase 
would be the biggest single increase in the Governments expenditure 
in 1963-64 and there were few other opportunities of checking the 
rising level of Government expenditure. The compromise suggested 
in C. (62) 171 would mean that the proportion would be 53 -1 per cent. 
The total of general and rate deficiency grants for 1963-64 would then 
be some £62 million above the current level of £635 million, and, in 
answer to claims that the Exchequer contribution ought to be still 
larger, it could be pointed out that at the level proposed it would 
be higher than in any year since the general grants were introduced. 

In discussion the following points were raised: 
(a) In the light of the forthcoming rating and valuation changes, 

the ideal course would have been to moderate the increase in rate 
deficiency grant. This could not, however, be done under the law as 
it stood. 

(b) Revaluation would be a heavy burden on the domestic rate
payer in places like the prosperous seaside towns where there would 
be little gain from industrial re-rating. I t was unfortunate that these 
were precisely the places where there would be no increase, or very 
little increase, in rate deficiency grant to cushion the blow. 

(c) Although the proposed compromise might be defended on 
general grounds, there was no doubt that the Government would be 
subjected to severe criticism from the local authorities. This would 
tend to prejudice presentation of the unpalatable changes in rate 
burdens which would take effect in the spring of 1963 and it would 
create a poor atmosphere for proposals affecting social welfare which 
would by then be maturing. 

Summing up the discussion the Prime Minister said that it would 
be convenient to defer a final decision until after the statutory 
consultation with local authority representatives on 15th November. 



Aden 
(Previous 
Reference : 
C.C. (62) 52nd 
Conclusions, 
Minute 1) 

Cabinet
8th

In view of the short time which would be available for further 
consideration, it would be important that the Cabinet should resume 
their discussion as quickly as possible thereafter. 

The Cabinet— 
(1) Invited the	 Minister of Housing to inform them as quickly 

as possible of the outcome of the statutory consultation 
with representatives of local authorities on 15th November. 

(2) Agreed	 to resume at an early meeting their consideration 
of general grant for 1963-64 and 1964-65. 

5. The Commonwealth Secretary said that on 13th November 
there would be a debate in the House of Commons on a Government 
Motion to take note of the White Paper on Aden. It was to be 
expected that there would be criticism of the Governments intention 
to go forward with proposals for the merger of Aden Colony with 
the Aden Federation, and there was every likelihood of serious 
disturbance in Aden itself. Continuance of the confused situation 
in the Yemen would contribute to the risk of disturbance but all 
possible steps had been taken to maintain order. He believed that 
in spite of the difficulties it would be right to proceed with the 
negotiations for a merger. 

In discussion it was noted that, in view of recent evidence of 
military activity by forces of the United Arab Republic against villages 
in Saudi Arabia, United States recognition of the republican regime in 
the Yemen might be deferred. 

The Cabinet— 
Reaffirmed their decision to proceed with negotiations for 
a merger of Aden Colony with the Aden Federation. 

Office, S.W.1, 
November, 1962. 
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Federation of 
Rhodesia and 
Nyasaland 
(Previous 
Reference: 
C C . (62) 67th 
Conclusions, 
Minute 2) 

Security in 
the Public 
Service 
(Previous 
Reference: 
C C . (62) 24th 
Conclusions, 
Minute 1) 
The Vassall 
Case 

1. The Prime Minister said that at their last meeting the Cabinet 
had authorised the First Secretary of State to make a statement at 
the opening of the Nyasaland Conference announcing the 
Government^ agreement in principle to Nyasaland's withdrawal 
from the Central African Federation. Since then, however, there 
had been two developments which had materially affected the 
situation. First, the Prime Minister of Southern Rhodesia, Sir Edgar 
Whitehead, had strongly urged that any statement should be delayed 
until after the forthcoming elections in Southern Rhodesia; he had 
to this extent reinforced the earlier and more general objections 
raised by the Federal Prime Minister, Sir Roy Welensky. Secondly, 
the Leader of the Malawi Congress Party, Dr. Banda, had informed 
the First Secretary of State that he would not object if a statement 
announcing the Government^ agreement in principle to Nyasaland's 
right to withdraw from the Federation were to be held over until 
the middle of December; Dr. Banda had made clear that in accepting 
a delay of this order he expected in return an assurance from the 
Government that a statement to the required effect would be made 
when the time came and that there would be no further delay. The 
First Secretary of State, after consulting one or two of his senior 
colleagues, had decided to make no immediate statement about 
Nyasaland's right to withdraw from the Federation, but had assured 
Dr . Banda that such a statement would be made in the middle of 
December, shortly before the Christmas recess. 

The Cabinet— 
Took note with approval of this statement. 

2. The Prime Minister reminded the Cabinet that, after the 
conviction of William Vassall for espionage, he had appointed a 
Committee of senior officials to establish the facts of the case and, 
in the light of the full recommendations of the recent Committee 
on Security, under the Chairmanship of Lord Radcliffe, to determine 
among other things whether there had been any neglect of duty by 
persons directly or indirectly responsible for VassalPs employment 
and conduct. In view of recent developments, and in particular of 
the degree to which the personal responsibility of Ministers had been 
called in question, he had decided to replace the official Committee 
of enquiry by an independent tribunal under the Chairmanship of 
Lord Radcliffe, the other members being Mr. Justice Barry and 
Sir Milner Holland. He would be announcing in Parliament that 
day the establishment of the tribunal; and the necessary resolution 
authorising its appointment would be moved in both Houses on the 
following day. 

In discussion it was suggested that, while it might often be right 
in future cases of this kind to entrust initial factual enquiries to a 
Committee of senior officials, it might also be advisable to consider 
the possibility of making some other arrangement, short of the 
appointment of an independent tribunal, for providing Ministers with 
advice on their responsibility in connexion with security in cases 
in which, for any reason, an enquiry by officials might not be thought 
sufficient. 

The C a b i n e t -
Took note that the Prime Minister would give further 
consideration to the procedure for dealing with cases 
involving breaches or alleged breaches of security in the 
public service. 

190O-11 



Foreign Affairs 
Yemen 
(Previous 
Reference: 
C.C. (62) 66th 
Conclusions, 
Minute 1) 

Congo 
Republic 
(Previous 
Reference 
C.C. (62) 59th
Conclusions,
Minute	 1) 

3. The Foreign Secretary said that developments in the Yemen 
were giving rise to increasing difficulty. Some progress was being 
made by the forces supporting the Imam Badr, but there was as yet 
no real threat to the position of the republican regime in the main 
towns. The republican regime had asked the Soviet Government 
for assistance and a number of Russian technicians, probably about 
200, had already arrived in the country. A senior officer of the 
Jordanian Air Force, who was believed to have been in charge of 
the arrangements for deploying a number of fighter aircraft from 
Jordan to Saudi Arabia, had defected to Cairo. This was further 
evidence of hostility to the efforts which the Jordanian and Saudi 
Arabian Governments were making to support the Imam's cause. 

On the question of recognition there was some reason to think 
that the United States Government were contemplating a change of 
front. They had up to now taken the position that their recognition 
of the republican regime in the Yemen would depend on some prior 
understanding with the Egyptian Government about the withdrawal 
of Egyptian forces from the Yemen and about the maintenance of 
stability in Saudi Arabia. It now appeared that they might be 
contemplating recognition without any conditions of this kind. It 
was possible, but not yet clear, that the United States Government 
had decided that the early disappearance of royalist regimes in all 
parts of Arabia was now a foregone conclusion and that their interests 
would best be served by coming out in open support of any republican 
movements which appeared to stand a reasonable chance of assuming 
power. As against this, however, it was understood that the United 
States Government had recently increased the scale of their material 
support to the present regimes in Jordan and Saudi Arabia. He was 
expecting a message from the United States Secretary of State later 
that day which might clarify the position. 

The Commonwealth Secretary said that the recognition of the 
republican regime in the Yemen by the United States could have the 
gravest consequences for Aden. The maintenance of our position 
there depended on the continued support of the Rulers of the 
Protectorate. The republican authorities of the Yemen had now 
avowed publicly their intention to subvert the authority of the Rulers 
and our own position in Aden by all means in their power. United 
States support for the regime would encourage the forces making 
for subversion and correspondingly dishearten our supporters. 
H e hoped that strong representations would be made to the United 
States Government in this sense, if necessary at the highest level. 

The Cabinet— 
(1) Took note that the Prime	 Minister, in consultation with the 

Foreign Secretary, would consider what further 
representations should be made to the United States 
Government about the recognition of the republican 
regime in the Yemen. 

The Foreign Secretary said that recent reports about the scale 
of bombing attacks by aircraft under the control of the Prime Minister 
of Katanga, Mr. Tshombe, appeared to have been greatly exaggerated. 
Nevertheless, the general position in the Congo gave cause for concern. 

 xhe new Constitution for the Congo, on which all else depended, 
 seemed to be making little, if any, progress. It had on two occasions 

been found impossible to raise a quorum in the Congolese Parliament 
in Leopoldville to discuss the Constitution, and no copy of it had 
yet been sent officially to Mr. Tshombe. Moreover, the Constitution 
as now drafted seemed to be far from satisfactory; it was not a 
federal Constitution in any proper sense. It might be helpful that 
Mr . McGhee, the United States special envoy for the Congo, had 
formed a favourable impression of Mr. Tshombe; this might perhaps 
lead the United States authorities to take a less extreme view than 
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they had tended to do in the past. As against this the further delay 
in making progress towards a settlement was once again exhausting 
the financial resources of the United Nat ions ; and, in default of 
some early and hopeful development, the Acting Secretary-General 
would be likely to propose the imposition of sanctions on Katanga 
probably involving a boycott on purchases of Katangan copper. Our 
own likely reaction to a proposal for such a boycott would be to 
undertake to maintain British purchases of Katangan copper at the 
average level of the last few years. 

The Foreign Secretary said that he had at this stage no particular 
course of action to propose to the Cabinet; he had, however, felt it 
right to warn them that there might be a serious deterioration in the 
position before very long. 

The Cabinet— 
(2) Took note of this statement by the Foreign Secretary. 

4. The Cabinet had before them a memorandum by the Chief 
Secretary, Treasury (C. (62) 178), proposing the sale of five small 
steel companies by the Iron and Steel Holding and Realisation Agency. 

The Chief Secretary, Treasury, said that the holdings of the 
Iron and Steel Holding and Realisation Agency (apart from certain 
loans which gave rise to no special problems) consisted of Richard 
Thomas and Baldwins and five small companies. A consortium of 
10 major steel companies, members of the British Iron and Steel 
Federation, had offered to buy the small companies. The value of 
those companies in the Agency's books was about £11 million but 
their prospects were generally regarded as poor. The Agency's 
professional advisers had said that £8 million would be a favourable 
price and £7-5 million would be reasonable. The Agency had, 
however, been unable to negotiate with the consortium a higher figure
than £7-15 million. This figure could be accepted as just satisfying 
the statutory requirement that the consideration obtained on 
de-nationalisation should be financially adequate. He felt that if the 
offer were refused there would be difficulty in disposing of the 
companies at a later stage; and the Government would then have to 
face on their own responsibility the early closure of one of the two 
hematite companies, and probably the eventual closure of the other 
four companies. In that event the Government might be criticised 
for having failed to implement their declared policy of de-nationalising 
the steel industry. If the sale were approved, a public announcement 
would be made in the terms of Annex B of C. (62) 178 and it would 
be made clear, as desired by the British Iron and Steel Federation, 
that the Government had no present intention of making any further 
major public investment in the steel industry. 

In discussion there was some division of view in the Cabinet 
about the expediency of accepting the offer made by the consortium. 
It was pointed out, on one hand, that to decline the offer would not 
relieve the Government of the odium which would result from closing 
the steel works ; that it would be embarrassing if the Agency retained 
responsibility while the assets of the companies were running down; 
and that if the present offer were rejected there would be little prospect 
of being able to sell the companies at any later stage.. It should be 
kept in mind that in Common Market conditions only the larger 
units in the industry would be in a position to compete effectively. 
There would therefore be advantage in facilitating the process of 
rationalisation on which the consortium were prepared to embark. 
It was understood that the members of the consortium were 
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influenced, not only by the desire to modernise the equipment of 
the industry and fit it for European competition, but also by their 
belief that the sale would help the Governments de-nationalisation 
policy. 

It was pointed out, on the other hand, that the Government 
might not in practice be much helped if the proposed sale took place. 
The cartel aspects of the transaction would invite criticism and so 
also would its financial implications. Attention would be drawn to 
the imprudence of selling at a t ime when the steel industry was in a 
depressed condition; although the companies were not well equipped 
and were engaged in specialised forms of production for which the 
market was limited, it did not follow that a better price would not 
be obtainable when conditions in the industry generally improved. 
It might be easier to rebut criticism of the Governments reluctance 
to press on with de-nationalisation than to deal with the charge that 
the Government had passed over to a consortium of major firms the 
responsibility for a series of unwelcome closures. Whatever 
reassurance could be included in the statement proposed by the 
Agency, it would be publicly assumed that closures were imminent 
and the effect would be particularly unfortunate in the case of those 
steel works which were located in development districts. From the 
point of view of de-nationalisation policy, too much importance 
should not be attached to retention of the small companies so long 
as Richard Thomas and Baldwins remained in the Agency's hands. 

Summing up the discussion the Prime Minister said that the 
offer by the consortium raised difficult issues. The importance to 
the Government of carrying forward the policy of de-nationalisation 
had to be balanced against the risk that in approving the offer the 
Government might bring discredit on private enterprise. It would 
be convenient if a small group of Ministers could give further 
consideration to the questions which had been raised and bring the 
matter before the Cabinet again at an early meeting. 

The Cabinet— 
Invited the Chief Secretary, Treasury, in consultation with 
the Home Secretary and the Chancellor of the Duchy of 
Lancaster, to give further consideration to the points which 
had been raised in their discussion and to bring the matter 
before them again. 

5 . The Cabinet had before them a memorandum by the Minister 
of Pensions and National Insurance (C. (62) 177) submitting proposals 
for changes in national insurance benefit rates and contributions. 

The Minister of Pensions and National Insurance recalled that 
The Queen's Speech on the Opening of Parliament had indicated that 
the Government would keep under close review the position of those 
who were receiving national insurance benefits and war pensions. 
It now seemed clear that it would be necessary to legislate during the 
current session for an increase of not less than 7s. 6d. in the single 
uniform rate of benefit under the national insurance scheme, with 
corresponding increases in the other rates, and increases also in the 
benefits under the industrial injuries and war pensions schemes. The 
precise amounts should be reserved for settlement in the light of 
earnings, prices and other indices when the Bill was ready for 
introduction. Before the Bill could be prepared, however, it would 
b e necessary to consider how far it would be right to meet any of 
the proposals which were made from time to time for relaxations 
in the earnings rule and for greater regard to be paid to individual 
need. It would be practicable to relax the earnings rule during the 
current session and also to provide for pensioners of over 70 to 
receive more than the normal rate of benefit. 



He did not himself favour the introduction of any form of 
differential provision. He did not think that the needs of the over-70s, 
for example, were so markedly different from the needs of other 
categories that it would be right to give them a higher basic rate. 
Objection would be taken to additional benefits going exclusively 
to non-contributors, and special treatment for those over 70 would 
be unpopular with the large proportion of contributors under that 
age. There would also be some difficulty in resisting claims on behalf 
of other special categories such as widowed mothers and the long-term 
sick; and in 1952 the Government had removed an age differential 
which then existed and had taken credit for restoring uniformity in 
benefit rates. Moreover, an increase in the benefit rate would not 
assist many pensioners of over 70 unless there were corresponding 
increases in the assistance scales: as these were themselves based on 
need, the repercussions on the assistance scheme as a whole would be 
difficult to handle. 

He had set out in C. (62) 177 a number of further improvements 
which would call for consideration either in connexion with the Bill 
or in connexion with the review of the basis and financial structure 
of the national insurance schemes which he thought ought to be 
announced when the increase in the benefit rate was announced. 

In discussion there was general agreement on the need for 
legislation to increase the basic rate of benefits and pensions. A wide 
range of related matters would need, however, to be closely examined 
before a Bill could be prepared and it would be desirable that a small 
group of the Ministers principally concerned should begin this 
examination as soon as possible. 

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

current session of Parliament to increase national 
insurance and related rates of benefit and assistance. 

(2) Took	 note that the Prime Minister would arrange for a 
small group of Ministers to examine the case for 
differential rates of benefit and other questions referred 
to in C. (62) 177, and to bring the matter before them 
at a later meeting. 

Cabinet Office, S.W.1, 
13th November, 1962. 
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1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

2. The Minister of Labour said that the threat of an official 
strike at the Ford Motor Company works at Dagenham had been 
withdrawn in order to allow negotiations to take place between the 
unions and the management. Although the unions had some 
sympathy for the object which the management had in mind, namely 
the removal from their employment of a number of known and 
avowed trouble-makers, they had been placed in a difficult position 
by the refusal of the management to consult them in advance about 
the selection of the men to be declared redundant or about the 
undertakings which the management had tried to secure from all 
their workers as a condition of further employment. In his view it 
would be necessary for the management to make some concession 
to the unions; the most obvious concession would be agreement to 
discuss with the unions the individual cases of the men whom the 
firm wished to declare redundant or to dismiss. He would be 
prepared, if necessary, to see the Chairman of the Company privately 
to urge on him the importance of finding some reasonable compromise 
on these lines and to offer to establish some arbitral machinery to 
deal with cases in which the unions and the company could not reach 
agreement; he was, however, anxious to avoid associating the 
Government publicly with action which would in many quarters be 
regarded as a retreat by the management from the stand they had 
previously taken. 

In discussion it was suggested that it would be undesirable for 
the Government to set up arbitral machinery which might have the 
appearance of derogating from the right of management to decide 
whom to employ and whom to discharge. It would be worth while 
considering whether some other compromise, based perhaps on rather 
more generous redundancy terms, might not be acceptable to the 
unions. 

The Cabinet— 
Invited the Minister of Labour, in any further action which 
he might think it right to take, either with the management 
of the Ford Motor Company at Dagenham or with the 
unions concerned, to bear in mind the point raised in their 
discussion. 

3. The Cabinet had before them a memorandum by the 
Postmaster-General (C. (62) 381) covering the draft of a White Paper 
on broadcasting and television. 

The Postmaster-General recalled that in the White Paper on 
Broadcasting and Television (Cmnd. 1770), published in July, the 
Government had given an interim statement of their views on the 
Report of the Committee on Broadcasting (the Pilkington Report). 
The substance of the draft White Paper annexed to C. (62) 181 had 
been approved by the Ministerial Committee on Broadcasting and 
Television, but there were some points on which the Committee had 
not reached agreed conclusions. On the main question, however, 
namely, the recommendation in the Pilkington Report for a radical 
reorganisation of independent television, there had been full 
agreement; and the draft contained an exposition of the reasons why 
the recommendation could not be accepted and of the Government's 
proposals for redefining the relationship between the Independent 
Television Authority and the programme companies. The Authority 
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would have a much more active role than in the past in connexion 
with programme standards, control of networking and control of 
advertising. The draft also dealt with certain other matters— 
particularly the question of a second programme of independent 
television, local sound broadcasting and pay-television—on which 
the Government, in the interim White Paper, had reserved their views; 
and with a number of further points of general interest, including 
Press interests in programme companies, a proposed levy on the 
profits of programme companies and the future financing of the 
British Broadcasting Corporation (B.B.C.). It would be convenient 
to present the White Paper shortly before Christmas, when it was 
hoped that the Television Bill could also be introduced; if the two 
could be published about the same time there might be n o need for 
a separate debate in Parliament on the White Paper. Early approval 
was, however, required for the main points of policy dealt with in the 
White Paper, since progress could not be made with drafting the Bill 
until these points had been settled. 

In discussion there was general agreement that the paragraphs 
in the draft which explained the Governments reasons for rejecting 
the Pilkington recommendations on the future of the Authority and 
set out the Governments alternative proposals for control of 
networking and programme planning held a satisfactory balance 
between the extreme positions which had been taken up on the one 
hand by the Pilkington Committee (who had considered that the 
purposes of broadcasting could not be achieved so long as the sale 
of advertising time remained in the hands of the programme 
companies) and on the other hand by those who thought that the 
present system should not be altered. There would be substantial 
support for measures tending to reduce the dependence of independent 
television o n the four main programme companies and to ensure that 
the smaller companies would have a better opportunity than was 
open to them at present to contribute programmes of their own. In 
the detailed working out of the proposed levy system it might prove 
possible to help the smaller companies financially by adjusting the 
rate of levy to be imposed on them. 

The Cabinet felt, however, that the question of Press participation 
in programme companies had not been dealt with adequately in 
paragraph 21 of the draft. In this part of their discussion the 
following points were raised: 

(a) The Royal Commission on the Press, under Lord Shawcross, 
had recently reaffirmed the objections put forward by the Pilkington 
Committee to the control of programme companies by Press interests. 
Neither the Royal Commission nor the Pilkington Committee had 
however defined with any precision the circumstances in which a 
Press interest in a programme company should be regarded as 
dominant. It could also be argued that the case for preventing a 
Press interest becoming dominant had not been made out. But it 
would not in any case be satisfactory to dismiss the subject, as in 
paragraph 21, with a statement that the Postmaster-General would 
be empowered " to direct the Authority to suspend or cancel the 
contract of a company in which a newspaper holding gives rise to 
abuse ". 

(b) The basis of the case for taking special action against 
dominance by Press interests was that control by one group of persons 
over channels of communication through both Press and television 
was in principle offensive. If there were, as the law and Government 
policy recognised, objections to monopolistic practices in other 
industries, it was difficult to deny that similar tendencies in 
communications ought to be kept under control. It would not be 
sufficient to say, in answer to criticism of inaction on this point, that 
the links at present existing between the Press and programme 
companies had been established for the legitimate purpose of 
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protecting advertising revenue and did not in practice give rise to 
abuse. Some people would hold that the violence of the reaction 
by the interested Press to the Pilkington Report was in itself evidence 
of an undesirable situation; and, although the Thomson interests in 
Scottish Television appeared not to have given rise to any definable 
abuse, the latent danger they represented could not be ignored. 

(c) There might, however, be real difficulties in defining the 
measures required. There would certainly be difficulty in defining 
what was meant by an abuse and in safeguarding the Postmaster-
General against claims for damages arising out of the suspension 
or cancellation of a contract. The specific proposal in paragraph 21 
of the draft would have to be reconsidered. 

(d) The fact that advertising agencies were prohibited from 
holding shares in programme companies might provide a useful 
precedent. But this prohibition was absolute; and if any Press 
participation were allowed the permissible limit would not be easy 
to define, since effective control could in practice be secured by a 
comparatively small holding. 

(e) It might, nevertheless, be worth considering whether the 
Authority should be empowered to direct Press companies to divest 
themselves within a limited time of share holdings in programme 
companies above a defined percentage. It must be recognised, 
however, that this might have the result of forcing the companies to 
dispose of their newspaper interests rather than their programme 
company interests and might thus lead to the disappearance of more 
newspapers. 

Summing up this part of the discussion the Prime Minister said 
that further thought should be given to the principles on which the 
Government should approach the question of Press participation 
and also the more general question, dealt with in paragraph 22 of 
the draft, about the character of programme companies. The 
Postmaster-General should consider, with the help of the Lord 
President and the Lord Chancellor, whether the Government should 
declare themselves opposed altogether to Press participation; and, 
if not , how and how far such participation should be limited and 
under what sanctions. The relevant passage in the draft should be 
revised and expanded in the light of the discussion and should be 
brought before the Cabinet again at an early meeting. 

In further discussion of the draft the following additional points 
were raised: 

(/) Discussions were in progress between the Chancellor of the 
Exchequer and the Postmaster-General about the proposed levy on 
the profits of programme companies, which was referred to in 
paragraph 23. On the precedent of entertainment duty, which had 
been adjusted to benefit the smaller cinemas, some adjustment might 
be made to assist the smaller programme companies. 

(g) Paragraph 38, on B.B.C. finance, did not add materially to 
what had been said on this point in the interim White Paper. The 
Ministerial Committee had accepted in principle the Pilkington 
recommendation that the B.B.C. should be financed only from licence 
revenue, and means of ensuring this result would have to be further 
examined. The paragraph could, however, be held to imply that the 
Government might make some form of contribution and it would be 
better that no such inference should be drawn. The paragraph should 
therefore be omitted. 

(h) It might be desirable to explain in greater detail the steps 
which were being taken to eliminate excessive violence in programmes 
(paragraph 34) and to distinguish the purposes of the committees 
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on children and on educational broadcasts (paragraph 18). These 
points should be further examined in consultation with the Home 
Secretary and the Minister of Education. 

(0 The Ministerial Committee had been generally in favour of 
experiments in pay-television. It was pointed out, however, that 
while experiments might show whether there was any ground for the 
view that pay-television could not succeed in this country they would 
not throw much light on the question whether the established services 
of the B.B.C. and the Authority would suffer if it did succeed. There 
was a danger that, since pay-television would be distributed by wire 
only, at least at the outset, such major programme features as the 
organisers secured would be withheld from people living in the more 
remote parts of the country. In Scotland, in particular, there would 
be objection to a pay-television service, and accordingly to the 
proposed experiments, on these grounds. The general view of the 
Cabinet, was that safeguards could be devised against the pre-emption 
of major feature programmes by pay-television, that there was 
insufficient ground for withholding permission for experiments by 
wire and that, on balance, it would be appropriate to proceed on the 
lines described in paragraphs 42-45 of the draft. 

(/) It would be desirable to proceed at once with the discussions 
(paragraph 46) on Party political broadcasting. 

The Cabinet— 
(1) Invited	 the Postmaster-General to arrange for further 

consideration to be given to the points raised in their 
discussion of the draft White Paper annexed to C. (62) 181; 
and to arrange, in particular, for consultation with the 
Lord President and the Lord Chancellor on the references 
to be made to Press interests in programme companies, 
and with the Home Secretary and the Minister of 
Education on the references to excessive violence. 

(2) Invited	 the Postmaster-General to submit to them at an 
early meeting a revised draft of the White Paper on 
Broadcasting. 

(3) Took	 note that the Chancellor of the Duchy of Lancaster 
would proceed with discussions with the political 
Parties and broadcasting authorities on Party political 
broadcasting. 

4. The Cabinet had before them a memorandum by the Minister 
of Housing on the use of the buildings in Bushy Park which had been 
vacated by the United States Air Force (C. (62) 175). 

The Minister of Housing said that, in view of the legal difficulties 
involved in using the buildings for housing homeless families, he had 
with regret decided to withdraw his proposal that they should be so 
used. It was however fair to add that the London County Council 
(L.C.C.) had shown no enthusiasm for the project. It would have 
presented them with severe administrative difficulties and would to 
some extent have cut across the present lines of their policy; a new 
L.C.C. reception centre for homeless families would shortly be 
opened and in general they were anxious to avoid the provision 
of accommodation for the homeless on a scale which might, however 
marginally, increase the size of the problem either by attracting more 
homeless families into the London area, or by encouraging people 
who could have found other accommodation to regard themselves 
as homeless. The L.C.C. were also anxious to increase, wherever 
possible, the provision of open spaces and recreational facilities 
generally. 



In discussion the following points were made: 
(a) To spend a substantial sum of public money—of the order of 

£100,000—in demolishing buildings which could have been used for 
housing or for other purposes would attract a great deal of criticism. 
Legislation would, however, be required for any continued use of the 
buildings, certainly for housing purposes, and it was unlikely that 
the Opposition would facilitate the necessary Bill without at the same 
time involving the Government in a general and controversial debate 
about the problem of the homeless. Legislation would equally be 
required if the buildings were to be used for a teacher training college. 

(b) There would be great practical difficulty in allowing the 
buildings to stand empty. Whatever arrangements were made for 
guarding them they would in all probability be occupied by squatters. 
Even their use on a more organised basis for housing purposes would 
not protect the Government from criticism; it would not be regarded 
as creditable that the Government, after many years in office, should 
find it necessary to convert surplus military accommodation of this 
kind for use by homeless families. 

(c) Clear and specific pledges had been given by the Government 
on many occasions that as soon as occupation by the United States 
Air Force had ceased the buildings would be demolished and the 
park restored for public use and enjoyment. Criticism of the 
Government , if they were now to act in breach of those pledges, 
would be widespread and would not be confined to local residents. 

id) The Service Departments had no reserve of accommodation 
in this country in which to house units which might have to be 
withdrawn from overseas. The possible use of the buildings at 
Bushy Park in this connexion should be urgently examined. 

(e) There would be no question of removing the recreational 
facilities, including a running track and tennis courts, which the 
United States Air Force had installed. It might be possible to devise 
a more elaborate and imaginative scheme for making use of some, 
at least, of the buildings in Bushy Park as part of a recreational centre-

Summing up the Prime Minister said that a majority of Ministers 
clearly accepted the impracticability of using the buildings in Bushy 
Park for housing purposes or for some such purpose as a teacher 
training college. Apart from the pledges which the Government 
had already given, legislation would be involved. It was nevertheless 
unpalatable that, at a time when accommodation of every kind was 
at a premium, the Government should demolish these buildings at 
considerable expense. Some more constructive alternative shouid 
be looked for. He would arrange for an urgent examination of the 
possibility of retaining the buildings for contingent use by the 
Services, in the light of the very serious shortage of reserve barrack 
accommodation in the country as a whole. Subject to the results 
of this examination it would be right to make the maximum use of 
such buildings as might be suitable for recreational purposes. The 
object should be to produce an imaginative and constructive scheme 
which would command public support. Any buildings which could 
not be used as part of such a scheme would have to be demolished. 

The C a b i n e t 
(1) Took	 note that the Prime Minister would arrange for an 

urgent examination of the possibility of using the buildings 
in Bushy Park, which had been vacated by the United 
States Air Force, for some military purpose. 

(2) In	 the light of the results of this examination invited the 
Minister of Public Building and Works, in consultation 
with the other Ministers concerned, to prepare a scheme 
for making the most of the site, and of such buildings as 
could usefully be retained, for recreational purposes. 
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5. The Cabinet had before them memoranda by the Chancellor 
of the Exchequer (C. (62) 179) and by the Lord Chancellor and the 
Law Officers (C. (62) 180) on the decision of the Birmingham City 
and Aston Villa Football Clubs to sue the Board of Customs and 
Excise for repayment of Pool Betting Duly paid in respect of football 
pools conducted between 1954 and 1960. 

The Chancellor of the Exchequer said that local club supporters ' 
weekly pools, of which those run by Birmingham City and Aston Villa 
were typical, had at the outset involved no more than the purchase 
by the individual punter of a numbered card, prize money being 
distributed to the winning numbers. When it was pointed out to the 
clubs that pools run on these lines were in fact lotteries and therefore 
illegal, they had altered the rules under which the pools were run 
with the intention of turning them into systems of betting. They 
assumed, and it was implicit in this intention, that the pools would 
then become liable for Betting Duty. The Customs and Excise also 
assumed this and the duty was accordingly paid. Later, however, 
one club, Stockport, had refused to pay the duty; the Customs and 
Excise had felt obliged to sue and the Court had held that pools of 
this kind did not in fact constitute betting systems and that no tax 
was payable. The Government had rectified the anomaly in the 
Finance Act, 1961, but had refused to refund duty which had been 
collected before the Stockport judgment. Birmingham City and 
Aston Villa were now sueing for such a refund. The amount 
immediately at stake was about £2 million, but if all the other football 
clubs followed suit the total amount involved would be £7 or 
£8 million. 

The Chancellor of the Exchequer said that in his view there was 
no moral or legal obligation on the Government to pay. In the first 
place it was worth noting that in so far as clubs were reclaiming 
repayment because their pools had not involved betting, they were 
admitting them to have been lotteries and therefore illegal. I t was 
odd, to say the least, that the Government should be contemplating 
the repayment of large sums of money in respect of admittedly illegal 
transactions by private organisations. Secondly, the defence that 
there had been a mutual mistake of law was valid and he considered 
that it should be pleaded; the Law Officers held that this defence 
could not be used unless it had first been established that any sums 
repaid to the clubs could not be distributed by them in turn to those 
who had borne the original burden of the duty. The Law Officers 
held that this burden has been borne by the prizewinners and that the 
clubs should therefore be asked to say whether they could identify 
the prizewinners. In his own view, as a matter of fact rather than 
a matter of law, the burden of duty had been borne by the individual 
punters who could manifestly not be identified. There was a parallel 
here in the case of entertainment duty; the burden of entertainment 
duty had clearly been borne by the individual theatregoer, since the 
duty had been reflected in the price of the ticket. He appreciated the 
difficulty in which the Law Officers found themselves, but in the last 
resort the responsibility for a decision must rest with the Minister 
immediately concerned; he was fully prepared to take the decision 
to use the defence of a mutual mistake of law in the present case and 
to accept responsibility for it. 

The Lord Chancellor said that he saw the position differently. 
There could be no doubt that in the case of these particular pools the 
Revenue had illegally extracted duty and there was a corresponding 
obligation on them to repay it. A rather similar case had arisen soon 
after the end of the war when the Customs had been sued for the 
return of money paid as purchase tax. Mistake of law had been 
pleaded in defence and the Judge had remarked that this defence was 
one which in his view ought to be used with great discretion. 
Following discussion in Parliament the then Lord Chancellor had in 



1949 committed the Government to following a consistent policy in 
questions of this kind. The essence of that consistency was that the 
defence of a mistake of law would only be sanctioned if the Law 
Officers could be satisfied that the money, if repaid, would not get 
back into the hands of those who really bore the burden of paying it. 
What worried him about the present case was that there had been 
no effort to establish whether or not this condition could be fulfilled, 
i.e., whether the clubs could identify the prizewinners who, in his 
view, and that of all the Law Officers who had considered this question 
over a period of years, were those on whom the burden of paying the 
duty had fallen. He thought it very likely that the clubs would not 
be able, after so long a lapse of time, to identify the prizewinners. 
In that case the defence of mistake of law could be pleaded and the 
policy of consistency would have been maintained; if on the other 
hand this defence were to be pleaded, despite the absence of 
information which would justify it, then in his view it would be 
necessary to relieve the Law Officers of their present duty to secure 
consistency of policy and Parliament would have to be informed in 
that sense. He also thought it right to remind the Cabinet that in 
1961 the then Solicitor-General, in dealing with these particular cases, 
had given an assurance in Parliament that the policy of consistency 
would be maintained. 

In discussion several Ministers expressed the view that the 
question whether the burden of duty had been borne in the first place 
by the prizewinners or by individual punters might reasonably be 
considered to be a matter of fact, and therefore of individual judgment, 
rather than a matter of law. The view that the burden had been 
borne by the prizewinners was supported by the rules of the Stockport 
Club which provided that any under-payments or over-payments in 
such matters as administration expenses would be reflected in the 
amount of the prizes; on the other hand, the wording of the relevant 
Act could be held to support the view that the duty was levied on the 
initial contribution and that to this extent its burden was borne by 
the individual contributor. The view was also strongly expressed 
that in the absence of any moral obligation, particularly since the basis 
of the claim by the football clubs was tantamount to an admission 
that their pools had been lotteries and therefore illegal, it would be 
right t o decide the issue on broad grounds of commonsense; there 
could be no doubt that the clubs had in fact no intention of repaying 
any sums they might recover either to their supporters or to the 
prizewinners. As against this, however, it might well be the case that 
the clubs would be unable to identify all the prizewinners and that 
a request to them to do so would provide full justification for pleading 
the defence of mistake of law. Considerable embarrassment might, 
however, be caused if the clubs were able to identify some, but not all, 
of the prizewinners or if one club could identify them and the other 
could not. 

Summing up the Prime Minister said that he fully appreciated 
the difficulty which the Law Officers saw in proceeding on the lines 
which the Chancellor of the Exchequer had suggested and the 
embarrassment in which they believed that such a decision would 
place them. Nevertheless, the trend of the discussion had shown 
that there was a considerable measure of support in the Cabinet for 
the object which the Chancellor of the Exchequer was seeking to 
secure and on practical grounds there was much to be said for his 
proposal. H e hoped that the Cabinet would allow him to consider 
the lines of a possible compromise, in consultation with the Chancellor 
of the Exchequer and with the Law Officers. To this end he would 
be grateful if the Lord Chancellor and the Law Officers could arrange 
for the drafting of the kind of letter which in their view it would be 
right t o send to the two football clubs concerned; he assumed that 



such a letter could be sent without prejudice and that it could be 
drafted in such a way as to make it improbable that the clubs could 
so reply to it as to strengthen the chances of their suit succeeding. 
When such a draft had been prepared he would consider the matter 
further. 

The Cabinet— 
(1) Invited	 the Lord Chancellor, in consultation with the 

Chancellor of the Exchequer and the Law Officers, to 
arrange for the preparation of a draft letter to the 
Birmingham City and Aston Villa Football Clubs on the 
lines indicated by the Prime Minister in his summing up. 

(2) Took note that in the light	 of this draft the Prime Minister 
would, early in the following week, consider the matter 
further in consultation with the Ministers immediately 
concerned. 

Cabinet Office, S.W.1, 
15th November, 1962. 
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Federation 
of Rhodesia 
and Nyasaland 
(Previous 
Reference : 
C.C. (62) 68th 
Conclusions, 
Minute 1) 

1. The First Secretary of State said that during the Nyasaland 
Constitutional Conference he had been under strong pressure from 
the Leader of the Malawi Congress Party, Dr. Banda, to announce 
a firm date—March 1964 had been suggested—for the attainment 
of full independence by Nyasaland. He had resisted this pressure 
because an early announcement about Nyasaland's independence 
would not only produce a sharp reaction from the Federal 
Government but might also be expected to have unwelcome 
repercussions in Northern Rhodesia. The projected statement about 
the withdrawal of Nyasaland from the Federation would in any case 
involve the Government in dispute and recrimination with the Federal 
Prime Minister, and he did not want to exacerbate the situation. So 
far as Northern Rhodesia was concerned, while the outcome could 
not be decided until the elections had been finally completed, it was 
likely that the United National Independence Party and the African 
National Congress would combine forces, thus producing a working 
African nationalist majority early in 1963. The important thing was 
to gain time, to allow for further study both of the difficult economic 
issues involved in all three territories and of the future relationship 
between Northern and Southern Rhodesia. If the Northern Rhodesian 
Parties were encouraged by the example of Nyasaland to make an 
issue of early independence, the chances of finding a reasonable 
solution would be prejudiced. 

The First Secretary of State said that it would nevertheless be 
necessary to make some concession to Dr. Banda's point of view. 
Dr. Banda had adopted a constructive and helpful attitude in the 
negotiations and there was no doubt that independence had a very 
strong emotional appeal to his supporters. In these circumstances 
the First Secretary of State said that he proposed to announce at the 
end of the Conference that the Government would review before the 
end of 1963 the question of a programme for independence for 
Nyasaland. 

In discussion the following points were made: 
(a) It would be difficult to separate independence for Nyasaland 

from independence for Northern and Southern Rhodesia. So far as 
the latter territories were concerned the ideal solution would be to 
grant independence to a single State consisting of the two territories 
in some kind of continuing federal relationship. But even if it were 
practicable, such a solution would take a long time to plan and to 
bring into being. The success of any such operation would be 
prejudiced if any statement were now to be made by the Government 
which could be construed as an undertaking to grant independence 
to Nyasaland in the next year or so. 

(b) In default of the development of a close relationship between 
Northern and Southern Rhodesia it was probably inevitable that in 
the course of time the two territories would achieve independence 
separately. This would at once raise the awkward question of 
Southern Rhodesia's membership of the Commonwealth. Here again 
the best hope of a satisfactory solution would lie in the steady and 
progressive development of more liberal tendencies in the Southern 
Rhodesian Administration. 

(c) There were many degrees of constitutional development 
between self-government and full independence. The arrangements 
now proposed for Nyasaland fell short of full self-government; 
ultimate power over the police forces, for example, was being reserved 
to the Governor. Nevertheless, it was improbable that Dr. Banda 
would be prepared to accept a reference to further constitutional 
advance as an alternative to a reference to independence. 

Summing up the Prime Minister said that there would be clear 
and manifest advantage in delaying if at all possible any direct or 



Aircraft 
Industry 
Supersonic 
Airliner 
(Previous 
Reference : 
C.C. (62) 66th 
Conclusions, 
Minute 2) 

implied commitment to Dr. Banda about the attainment of 
independence for Nyasaland. The Government had already made 
a substantial concession to him about Nyasaland's right to withdraw 
from the Federation. Nevertheless, the Cabinet clearly appreciated 
the difficulties facing the First Secretary of State, the very real 
pressures from his own supporters with which Dr. Banda had to deal, 
and the importance of continuing to carry with us an African leader 
who had shown himself ready to take a moderate and constructive 
line. He still hoped that it might be possible for the First Secretary 
of State to negotiate with Dr. Banda some statement which would 
commit the Government to doing no more than reviewing the position 
in the course of 1963, in the light of developments by that date. But 
if such a statement could not be agreed he felt that it would be right 
to leave the First Secretary of State discretion to fall back on some 
such statement as that which he had first suggested. The First 
Secretary of State would no doubt continue to keep his colleagues 
informed of developments in the Constitutional Conference and in 
the African territories concerned. 

The Cabinet— 
Invited the First Secretary of State, in the course of further 
discussion with the Leader of the Malawi Congress Party, 
Dr. Banda, to be guided by the points made by the Prime 
Minister in summing u p the discussion. 

2. The Cabinet had before them a memorandum by the Minister 
of Aviation (C. (62) 184) reporting the outcome of his meeting with 
M. Dusseaulx, the French Minister of Transport, at which he had 
stated that the proposal for the joint development of an Anglo-French 
supersonic airliner was in principle acceptable to the United Kingdom 
Government, subject to certain assurances. 

The Minister of Aviation said that M. Dusseaulx had assured 
him that Air France would participate in the project as intending 
operators of the medium-range version of the airliner and probably 
of the long-range version also. M. Dusseaulx had been confident 
that other members of Air Union would also buy the aircraft in view 
of the influence which Air France would have with them. Our 
estimate of the number of aircraft that could be sold, assuming that 
a United States competitor came into the field early, had been about 
170; the corresponding French estimate was 150-160. A larger 
number would be sold if the United States competitor did not come 
in until later, as would happen if, for instance, the United States 
preferred an airliner with three times the speed of sound. He had 
persuaded the French authorities that the aircraft should not be called 
the " Super-Caravelle ". Other names had been discussed, of which 
" Concorde " (with and without the final " e ") seemed to be the best. 
He had discussed with M. Dusseaulx the draft of a proposed 
agreement on the lines already reported to the Cabinet. M. Dusseaulx 
had since indicated that he had now obtained the approval of the 
French Government and that he was ready to visit London to sign 
the agreement in the near future if the United Kingdom Government 
also approved the proposal. 

The Chancellor of the Exchequer said that now that it had been 
established that Air France, and probably other European airlines 
also, would participate in the project it was right that we should 
proceed to sign the agreement with the French Government, subject 
to a final examination of its terms. But this should be without 
commitment on the arrangements to be made between the United 
Kingdom Government and the United Kingdom firms. He was not 



satisfied that an arrangement under which the United Kingdom 
Government would finance the whole of the pre-production costs, 
except some £2 million on building and plant and £14 million on 
the learning costs in producing the new aircraft, was satisfactory 
either in itself or as a matter of presentation to the public. Moreover, 
there should be an understanding that, if the companies made a 
profit on the sales of the aircraft, there should be some return from 
the proceeds of the sales to the Exchequer. 

In discussion the following points were made : 
(a) Further discussions had been held to explore the possibility 

of associating Rolls Royce with the project. It had been found that, 
not only were the United Kingdom companies opposed to this, but 
that there was strong resistance from the French side apparently 
because SNECMA, the French firm that would be engaged on the 
engines, was partly owned by Pratt and Whitney of America, who 
regarded Rolls Royce as one of their main competitors. 

(b) Shipping and shipbuilding interests in the United Kingdom 
were inclined to criticise the extent to which the Government were 
supporting both the aircraft construction industry and the airlines. 
This should be borne in mind in framing the announcement of the 
signature of the agreement with France. 

(c) A decision to proceed with the airliner would indirectly 
improve the prospects of employment in Short Brothers and Harland 
in Belfast, and an indication in this sense would be helpful to the 
Governments handling of a debate in Parliament on the economy of 
Northern Ireland within the next few days. 

Summing up the Prime Minister said that it was generally 
accepted that the agreement with the French should be signed as 
early as convenient. The aircraft should be called the " Concord ". 
The details of the agreement and of the public statement to be made 
when it was signed should be settled by the Minister of Aviation 
with the Chancellor of the Exchequer and the Foreign Secretary. 
The Minister of Transport should be consulted. The Minister of 
Aviation and the Chief Secretary, Treasury, in consultation with the 
President of the Board of Trade, should also consider further the 
details of the financial arrangements between the United Kingdom 
Government and the United Kingdom companies engaged in the 
project in the light of the points made in discussion.' 

The Cabinet— 
(1) Approved in principle the project for the joint	 Anglo-French 

development of a supersonic airliner, under the name 
" Concord ". 

(2) Invited	 the Minister of Aviation, in consultation with the 
Chancellor of the Exchequer, the Foreign Secretary and 
the Minister of Transport , to settle the terms of the 
agreement between the United Kingdom and French 
Governments and of the announcement of the signature 
of the agreement. 

(3) Subject	 to Conclusion (2) above, invited the Minister of 
Aviation to arrange with M. Dusseaulx for the signature 
of the agreement. 

(4) Invited the Home Secretary, in consultation with the Ministe\ 
of Aviation, to settle the terms of a statement on the 
relationship of this project to employment prospects at 
Short Brothers and Harland. 

(5) Invited	 the Minister of Aviation, in consultation with the 
President Of the Board of Trade and the Chief Secretary, 
Treasury, to consider further the terms of the development 
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contracts between the Government and the participating 
companies, within the framework of the agreement 
between the French and United Kingdom Governments. 

3. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (62) 182) inviting the Cabinet to 
decide what further references, if any, should be made to the 
Monopolies Commission. 

The Chancellor of the Exchequer said that this subject had been 
discussed by the Economic Policy Committee, who had been unable 
to reach agreement. The Monopolies Commission was currently 
engaged on three enquiries, on electrical accessories for motor cars, 
on " solus sites " arrangements for petrol and on wallpaper. The 
preliminary enquiries by officials had largely been completed, and the 
members of the Commission would be completing their work on the 
reports on these items in the course of 1963. There were disadvantages 
in letting it appear that the Commission was running down, but, on 
the other hand, it would be undesirable to make references to the 
Commission merely to keep it occupied. 

The President of the Board of Trade said that he advocated 
further references to the Commission because it was the policy of the 
Government to refer to it cases where there was positive reason to 
believe that monopoly conditions were being exploited to the 
detriment of the public. H e favoured selecting tied houses and 
detergents and soaps. There was considerable public feeling that 
publicans, whether tenants or managers, were unduly restricted in 
the brands of alcoholic and soft drinks which they were allowed to 
sell in tied houses. Two-thirds of the manufacture of soap was 
controlled by one company, two-thirds of the manufacture of 
detergents was controlled by another; and this brought them both 
within the statutory definition of monopoly conditions. While there 
was intense advertising activity by the makers of both soap and 
detergents, suggesting intense competition, the competition was in 
fact imperfect, and a reduction in the expenditure on advertising 
would reduce the price of the product. The Government had been 
criticised in recent months for inaction in the case of the take-over 
bid by Imperial Chemical Industries for Courtaulds, and again in 
not pressing for the implementation of one of the recommendations 
of the Monopolies Commission dealing with tobacco. While it was 
true that there were no powers to enforce recommendations of the 
Commission it had proved possible in practice to secure the 
implementation of important recommendations of the Commission 
even without powers of enforcement. He intended in due course 
to bring forward proposals for improving the working of the 
Commission and possibly also for machinery for the investigation 
of mergers, but he hoped that in the meantime the Government 
would not risk attracting criticism by allowing the Monopolies 
Commission to appear inactive. 

In discussion the following points were m a d e : 
(a) It was doubted whether there was sufficient public feeling 

to justify referring tied houses to the Commission, and it was not 
clear that the practice of tying houses was harmful to the public 
interest. 

(b) It seemed illogical to refer soaps and detergents to the 
Commission on the ground that, because of the intense competition 
between the various brands, high expenditure was incurred in 
advertising. On the other hand, it was suggested that competition 
in soaps and detergents was an elaborate facade, since, while there 
were several products sold under different t rade names, there were 
only two manufacturers. One manufacturer had marketed a brand 
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which was not extensively advertised, and it was being sold at 
18 per cent less than the price of the advertised products. 

(c) It was difficult to judge whether further references to the 
Monopolies Commission would be well advised until it was known 
whether the United Kingdom would join the Common Market, 
since, if she did, her industries might find themselves without tariff 
protection and in competition with industrial organisations larger 
than the units now operating in the United Kingdom market. 

(d) Several other possible cases for references to the Commission 
were considered. There was general agreement that colour film 
would merit such an investigation. 

The Cabinet— 
Invited the President of the Board of Trade to refer for 
examination to the Monopolies Commission colour film 
and detergents and soaps. 

4. The Cabinet had before them memoranda by the Minister 
of Housing and Local Government (C. (62) 183) and the Chief 
Secretary, Treasury (C. (62) 186) about the basis on which the general 
grant for England and Wales for 1963-64 and 1964-65 should be 
settled. 

The Minister of Housing recalled that, at their meeting on 
8th November, the Cabinet had invited him to report the outcome 
of the statutory consultation with representatives of the local 
authorities about the amount of general grant in the next two financial 
years. In the course of the consultation, which had taken place on 
15th November, the local authority representatives had not brought 
forward any new arguments against the limitation in the amount of 
general grant proposed in the paper (C. (62) 171) which the Cabinet 
had considered at their earlier meeting. He had, however, been 
impressed by the vigour with which the local authority representatives 
had pressed their objections to the limitation, and he now believed 
that if the Government insisted on it the repercussions would be 
disproportionate to the financial saving. It would, in his view, be 
preferable to leave the basis of calculation unaltered. But he had 
warned the local authority representatives that if the Government 
did take this course they might also seek changes in the rate deficiency 
grant system; and it had been accepted that this would be reasonable. 

The Chief Secretary, Treasury, said that even on the basis of 
the limitation the amount of general grant for 1963-64 would exceed 
by over £60 million the amount for the current financial year. The 
additional net amount of £13 million, which would be carried by the 
Exchequer if no change were made, would be a substantial sum from 
the point of view of the general level of public expenditure but would 
be only a minor addition to the total of £1,800 million spent by local 
authorities. It should be brought home to the local authorities that 
the Exchequer commitment to rate deficiency grant could not be 
allowed to continue on the present open-ended basis. It would be 
necessary to introduce legislation to prevent increases in rate deficiency 
grant which were attributable to increases in the disparity in resources 
between the poorer and the better off local authorities; and he 
suggested that the authorities should at once be told of the 
Governments intention to alter the system. There would, in his view, 
be advantage in telling the authorities at the same time that the 
general grant order, which would have to be presented in Parliament 
before the Christmas recess, would be on the limited basis but that, 
when the legislation to alter rate deficiency grant had been enacted, 



an additional order would be made to increase the amount of general 
grant for 1963-64—but not, of course, for 1964-65—to take account 
of the savings resulting from amendment of the law. 

In discussion the following points were made : 
(a) The local authorities would expect to be consulted on the 

terms of the proposed legislation to alter the system of rate deficiency 
grants and they would take it amiss if the Government appeared to 
be assuming from the outset that the consultations, when they 
eventually took place, would result in adjustments of a precise amount 
in both types of grant. Tactically, therefore, there might be more to 
be lost than gained by making the initial order on the limited basis, 
and undertaking to increase the amount for 1963-64 later. 

(b) More generally, there was much logic in the desire of the 
local authorities to settle, within the rate deficiency grant system, 
problems to which that system gave rise. If the general grant were 
used as a regulator, the Government would be criticised at the least 
for not trusting the authorities and possibly also for breach of the 
general understandings on which general grant had in the past been 
settled; and it would be pointed out that if re-rating and revaluation 
had resulted in a reduction in rate deficiency grant instead of an 
increase there was no likelihood that the Government would have 
proposed an upward adjustment in the general grant. 

(c) The policy of general, as opposed to specific, grant had been 
established in the face of much opposition. A n adjustment at this 
stage would be widely regarded as confirmation of the objections to 
general grant which had been strongly held in the educational world, 
by the Governments own supporters as well as by others. The 
relevant expenditure for educational purposes—i.e., the educational 
expenditure which attracted grant—had already been the subject of 
difficult discussions with the local authorities. 

(d) Any reopening of the argument in principle for general 
grant would be unfortunate. In particular, it would prejudice proposals 
which were already under consideration for extension of the general 
grant to cover highway expenditure on all except major roads. 

(e) During the spring of 1963, when rates would be determined 
on the basis of the law as it stood, it would be peculiarly unfortunate 
to give local authorities any excuse for suggesting that increases were 
the fault of the Government. At that time, moreover, it would be 
important to secure a favourable reception for the Governments 
plans for expenditure on the health and welfare services. Disputes 
about the amount of general grant might lead many authorities to 
represent these plans as a further attempt to shift responsibility from 
taxes to rates. 

Summing up the discussion the Prime Minister said that the 
Cabinet should keep in view the need to contain wherever possible 
the rising level of public expenditure. But a reopening of old 
arguments about the principle of general grant should be avoided, 
and the best course would be to make the general grant order for 
the next two financial years on the basis which had been adopted 
in the past. A statement should be made, in terms to be agreed in 
advance with the representatives of the local authorities, about the 
need for legislation to alter the system of rate deficiency grants and 
about the general objective to be achieved by the alteration. 

The Cabinet— 
(1) Agreed that	 the general grants for England and Wales for 

1963-64 and 1964-65 should not be reduced to take 
account of increases in rate deficiency grant due to 
re-rating and revaluation. 

(2) Invited the Minister of Housing and Local Government,	 after 
consultation with the Chief Secretary, Treasury, to seek 
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the agreement of representatives of the local authorities 
to the terms of a statement to be made in Parliament on 
the Governments intention to alter the system of rate 
deficiency grants for the future. 

Betting and 
Gaming 
Pool Betting 
Duty 
(Previous 
Reference : 
C.C. (62) 69th 
Conclusions, 
Minute 5) 

5. The Prime Minister said that in the light of the Cabinefs 
earlier discussion he had given further thought to this question and 
had had the benefit of advice from the Chancellor of the Exchequer 
and the Attorney-General. In broad summary the position was as 
follows. The defence of mistake of law could be pleaded against the 
claim by the Birmingham City and Aston Villa Football Clubs for 
repayment of duty and, if pleaded, would succeed. It had, however, 
been announced in 1949 by the then Lord Chancellor that, as a 
matter of policy, this defence would not be used by the Government 
except where certain defined conditions had been met. A specific 
duty had been laid on the Law Officers to ensure consistency of 
policy in this respect. It had also to be remembered that in 1961 
the then Solicitor-General had announced that in these particular 
cases of the claims by the Football Clubs the policy of consistency 
would be maintained. He had that day received from the Attorney-
General a letter setting out the Law Officers' view that, unless certain 
enquiries had first been made of the Football Clubs and it had been 
established that repayment of duty could not be made to the 
prizewinners, the defence of mistake of law could not be pleaded 
without a breach in the policy of consistency. But, as he saw it, the 
Cabinet had a different duty from that which had been laid on the 
Law Officers. It was their duty to look at these cases, not exclusively 
in terms of their legal implications, but in terms of the wider 
practical and moral issues involved. It might be that on occasion 
the Cabinet would consider it right not to accept the Law Officers' 
advice and to defend the breach with consistency on grounds of public 
interest. 

The Prime Minister said that he felt that this was the issue to 
which the Cabinet should now address themselves, namely whether 
in spite of the advice which the Law Officers had tendered they would 
nevertheless feel it right to enter a plea of mistake of law and to avoio 
in this way any question of repayment of duty. If this course were to 
be followed it would be necessary, not only to make it clear in both 
Houses of Parliament that the advice of the Law Officers had not in 
this instance been followed, but to justify the departure from their 
advice on broad political grounds. It would fall either to himself or 
the Chancellor of the Exchequer to speak in this sense in the House 
of Commons and to the Lord President to do so in the House of Lords. 

In discussion the following points were made: 
(a) Much emphasis had been laid in earlier discussion on the 

fact that between 1954 and 1960, which was the period to which the 
present claims related, the Football Clubs if they had not been 
engaged in betting activities which were properly taxable, had been 
running lotteries which were not taxable but were illegal. There 
now appeared to be some doubt on this point. The Law Officers 
advised that the Football Clubs had been engaged in transactions 
which were legal but not taxable. Other Ministers, however, were 
still inclined to the view that, in so far as the Clubs had not been 
running betting systems, they must have been running illegal lotteries. 
This point would warrant further examination. 

(h) The policy of consistency as it had been defined meant that 
the plea of mistake of law would only be sanctioned if the Law 
Officers could be satisfied that the money, if repaid, would not go 
back into the hands of those who had borne the burden of paying 



it. It was still open to argument who had borne this burden in the 
present case. The Law Officers maintained that it was the 
prizewinners, because the incidence of duty affected the amount of 
prizes. But a reasonable case could be made out for suggesting 
that it was the individual punters who had borne the burden of the 
duty. If this could be accepted there would be no problem, since 
it would be manifestly impossible for the Football Clubs to identify 
and repay duty to the millions of individual punters involved. It 
would be difficult, but it might be by no means impossible, to identify 
prizewinners. And even if all prizewinners could not be identified 
those who could be identified, or who would identify themselves, 
would assume that they had a valid claim to repayment. 

(c) It might not be easy for the Government to defend the 
restriction of repayment to cases where a proper legal claim had 
been submitted. If the Government once accepted that there was 
an obligation to refund duty to prizewinners, they would be expected 
to make repayment to all who could be identified. The sum that 
would then be in question might not reach the very large figures 
mentioned in earlier papers—£7 or £8 million—but it might still 
be substantial. 

(d) The political repercussions of a successful plea of a mistake 
of law should not be overlooked. It might be argued that the 
Government were deliberately evading the repayment of duty which 
had been illegally collected; if it could be held that the repayment 
was rightly due to the individual prizewinners there might be 
resentment and criticism out of all proportion to the sums at stake. 
There was in any case no question of repayment to the Football 
Clubs as such, although they might be expected to appeal to their 
supporters to pay into Club funds any sums repaid by the 
Government. 

(e) It would be necessary for the Government to enter their 
plea during the course of the week. It was, however, unlikely that 
the cases would actually be heard for about a year. This would 
allow time for further consideration of the issues involved; the 
advisability of retrospective or declaratory legislation to put the 
matter beyond doubt should also be considered. 

After	 further discussion the Cabinet— 
(1) Authorised the Chancellor of the Exchequer to plead mistake 

of law as the Governments defence against the claims by 
Aston Villa and Birmingham City Football Clubs for 
repayment of duty. 

(2) Invited	 the Attorney-General, in consultation with the 
Chancellor of the Exchequer and the Home Secretary, 
to give further thought to the legality or illegality of the 
pools conducted by the Football Clubs in question in 
the period between 1954 and 1960. 

(3) Invited	 the Chancellor of the Exchequer, in consultation 
with the Law Officers, to give further consideration to 
the points raised in their discussion and in particular to 
consider the advisability of introducing retrospective and 
declaratory legislation t o put the matter beyond doubt. 
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1. The Foreign Secretary said that the United States 
Government clearly intended to recognise the republican regime in 
the Yemen before long. Their original intention had been to obtain, 
as a prior condition of recognition, statements from the Governments 
of Saudi Arabia, Jordan and the United Arab Republic (U.A.R.) 
pledging themselves to a policy of non-intervention in Yemeni affairs 
as well as specific undertakings from the U.A.R. to withdraw its forces 
from the Yemen. They had also intended to secure from Brigadier 
Sallal, the head of the republican regime in the Yemen itself, 
assurances of his readiness to seek and maintain good neighbourly 
relations with the surrounding territories. It now appeared that, 
while the President of the U.A.R., President Nasser, and Brigadier 
Sallal might be prepared to accede to the request of the United States 
Government, it was improbable that the Governments of either Saudi 
Arabia or Jordan would do so. Nevertheless, it was likely that the 
United States would proceed to recognition. There was increasing 
evidence of dissatisfaction with the present royalist regime in Saudi 
Arabia and the United States Government might well have calculated 
that, with the possibility of revolutionary republican government in 
Saudi Arabia it would be to their advantage to establish as soon as 
possible a working relationship with the republican regime in the 
Yemen. In spite of reports of continued royalist successes in the 
Yemen, there was as yet no evidence of any serious threat to the 
republican control of the more settled and populated parts of the 
country. 

Our own position was still complicated by the probability that 
recognition of the republican regime in the Yemen would have a 
seriously depressing effect on the morale of our supporters in Aden 
Colony and the Aden Protectorate. Nevertheless, if the United States 
Government recognised the new regime, it would be almost inevitable 
that we should follow suit; preferably not simultaneously, but after a 
short interval. Much would depend on the precise terms of the 
statements to be made by President Nasser and Brigadier Sallal. The 
texts were expected shortly and would be carefully studied in 
consultation with the Governor of Aden. It was helpful that the 
United States Government, in their negotiations with President Nasser 
and with the Yemeni authorities, had been fully mindful of our special 
interests. It should not be assumed too readily that the new regime 
in the Yemen or President Nasser would seek to undermine our 
position in Aden by all means in their power. The Yemeni 
authorities, quite apart from the harassment from the tribes to which 
they would be likely to be subject for a long period ahead, had an 
immense task facing them in improving the administration and the 
domestic economy of the Yemen itself; and the Egyptian authorities 
had recently declared that they would wish to see the British position 
in Aden maintained, partly because of their interest in stable 
conditions in this area and partly because of their present differences 
with the Government of Iraq. 

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

The Foreign Secretary said that the situation in the Congo was 
 still giving cause for concern. The Acting Secretary-General of the 
 United Nations, U Thant, was determined to secure an early settlement 
 of the continuing differences between Katanga and the Central 

 Government, both because he believed that his reputation and that 
f j h   United Nations itself was now in jeopardy and because the 

 United Nations could not maintain its present rate of expenditure 
in the Congo beyond next February. The Prime Minister of Belgium, 

G e

M. Spaak, was at present discussing the position with the United States 
authorities. M. Spaak believed that in two respects the present views 
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of the United States authorities were unrealistic; they appeared to 
think it would be possible for the Union Miniere to divert a substantial 
part of their revenue to the Central Government of the Congo without 
provoking a strong reaction from the Prime Minister of Katanga, 
Mr. Tshombe; they also seemed to have lost sight of the fact that 
important constitutional issues between Katanga and the Central 
Government still remained for settlement. 

The Foreign Secretary said that, for his part, he had reminded 
the United States authorities that a solution of the present difficulties 
in the Congo still depended on two main issues; an equitable division 
of revenue between Katanga and the Central Government and 
agreement on a constitution. H e had further suggested that 
agreement on a division of the revenue might be the more readily 
secured if the determination of the proportions to be paid to Katanga 
and the Central Government respectively were to be left to the 
judgment of some independent international body such as the 
International Monetary Fund. Following the same line of thought 
it might be acceptable both to Katanga and to the Central Government 
if the settlement of the outstanding constitutional issues were to be 
entrusted to some African leader of standing and independence. The 
President of Senegal or the Prime Minister of Nigeria might be 
acceptable to both parties concerned in the Congo and had both 
indicated that they would be willing to undertake the task if it were 
entrusted to them. It was however to be expected that the situation 
would deteriorate and that the question of applying sanctions to 
Katanga would be raised again. H e would continue to do all he could 
to secure a reasonable compromise settlement. 

In discussion it was agreed that the Government could not 
commit themselves to support any military operations by the United 
Nations which might follow an attempt to impose sanctions on 
Katanga; and that it might at some stage be necessary to make our 
position in this respect clear to the Acting Secretary-General. It was 
also noted that the recent discussions which were reported to have 
taken place between Mr. Tshombe and the leader of the United 
National Independence Party in Northern Rhodesia, Mr. Kaunda, 
were more likely to have been concerned with financial support for 
their respective political Parties than with the possibility of some 
political or federal relationship between Northern Rhodesia and 
Katanga. 

The Cabinet— 
(2) Took note of this statement	 and of the points made in their 

discussion. 

The Foreign Secretary said that, following the settlement of the 
Cuban crisis, it was possible that the Soviet Government would 
welcome a period of detente in their relations with the West. There 
were two fields in particular in which a genuine willingness on the 
part of the Soviet Government to reach agreement might lead to early 
results; the negotiation of a ban on nuclear testing, and Berlin. 

On the question of a nuclear test ban, Mr. Khrushchev had been 
showing interest in the proposal that the detection and identification 
of nuclear explosions might be entrusted to automatic recording 
devices, referred to in the current discussions as " black boxes ". 
Mr. Khrushchev had appeared to accept that a network of " black 
boxes " would have to be backed up by arrangements for their regular 
maintenance and inspection under international supervision. 
Reliance on " black boxes " by themselves would probably be found 
inadequate. There would have to be a large number of them and 
there were continuing doubts about the reliability of the information 
to be obtained from them. What might be of greater significance was 
that under cover of the " black boxes " Mr. Khrushchev seemed for 
the first time to have accepted the idea of some kind of international 
access to Soviet territory 



On Berlin, Mr. Khrushchev had referred in general terms to the 
possibility of a solution under which contingents of Western troops 
would remain in the city under United Nations auspices. The 
implications of this proposal were still far from clear. If what was 
intended was that Western troops should be placed under United 
Nations command there could be no prospect of agreement. If, on 
the other hand, Mr. Khrushchev had in mind the provision of a 
United Nations " presence " in Berlin in order to make it possible 
for the Soviet Government to accept the continued presence of 
Western troops, the idea might be worth pursuing. In general the 
advice from Moscow was that it would be undesirable at this stage 
for us, or our Allies, to take the initiative in putting pressure on 
Mr. Khrushchev to reach agreement on these or other issues. 
Mr. Khrushchev had probably strengthened his position with the 
Russian people by his handling of the Cuban crisis; but his action 
had given rise to further dissension within the Communist hierarchy 
and had encouraged his critics. Nor should the current ideological 
dispute between the Soviet and Chinese Governments be overlooked. 
At a time when it was more than ever important to Mr. Khrushchev 
to maintain the Soviet leadership of the world Communist movement, 
it would be unrealistic to expect him to move too openly or too quickly 
towards a settlement with the West which could be represented by 
the Chinese as a further concession to the forces of imperialism and 
reaction. 

The Prime Minister said that a further and important factor in 
the situation was the outlook of the other major Western Powers, 
particularly the United States and France. The attitude of the 
German Government was perhaps of less importance, since they had 
tended over the past year or two to take their lead from the French. 
General de Gaulle's position and prestige would have been 
strengthened by the results of the recent elections; and he would 
regard the outcome of the Cuban crisis as further confirmation of 
the view which he had consistently held that it would be as wrong 
as it would be unnecessary to make any concessions to the Soviet 
Government in order to secure a settlement of the Berlin question. 
The Prime Minister said that he thought that such a conclusion would 
be a mis-reading of the Cuban episode. The fact that the Soviet 
Government had agreed to withdraw their missiles and their aircraft 
from Cuba was not evidence of weakness but of realism. 
Mr. Khrushchev had made an opportunist move in an area not of 
critical importance to the general strategy of the Soviet Government. 
The move had failed in its purpose and Mr. Khruschchev had 
withdrawn; he had rightly been unwilling to run grave risks for an 
object of less than vital importance to him. But Berlin was an 
entirely different question; not only was it of vital importance to the 
Soviet Government but the Russians had overwhelming conventional 
superiority in the area, with the result that conventional action by 
Russian forces could be countered only by a resort to nuclear attack 
by the Western Powers. In Cuba the situation had been the reverse. 

The Prime Minister said that he would discuss the situation with 
General de Gaulle and with President Kennedy during the course 
of his visits to them in December. H e intended to sound out General 
de Gaulle's present opinions without committing himself in advance 
to a declared line of policy. It was not impossible that, in spite of 
General de Gaulle's previous reluctance to contemplate serious 
negotiations with the Soviet Government, he might alter that view 
if he himself could take or appear to be taking the initiative, perhaps 
in the context of discussions covering a wider area of possible 
agreement than Berlin alone. 

The C a b i n e t 
(3) Took note of these statements. 
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2. The Cabinet had before them a memorandum by the 
Postmaster-General (C. (62) 187) proposing increases in the charges 
made for a number of Post Office services. 

The Postmaster-General said that the financial target of the 
Post Office for 1963-64 was to secure a return of 8 per cent on net 
assets. The return had been 8 per cent or more in the three years 
prior to 1961-62 but the finances of the Post Office had been adversely 
affected by wage awards and by the general state of business. In 
consequence the return in the previous year had been 6 - 5 per cent and 
in the current year it was likely to be less; for 1963-64 it might be 
expected to fall to about 6 per cent. The proposals put forward in 
Annex A of C. (62) 187 would result in an increased income of £24 
million in a full year, equivalent to a 2 per cent return on the net 
assets. If effect were not given to increases of this order, there 
would be difficulty in maintaining the large capital investment 
programme of the Post Office without raising unduly the amount 
borrowed from the Exchequer. 

In discussion the following points were raised: 
(a) There was a strong argument in general principle for 

maintaining the return from capital at the agreed target figure. Apar t 
from increasing tariffs there was no way of financing the Post Office's 
capital investment programme except by authorising additional 
borrowing from the Exchequer; if no increases were made, the 
additional borrowing below the line might amount to as much as 
£40 million for the next financial year. This would make serious 
inroads on the capital available for other investment programmes 
and it would be especially unfortunate if the Post Office, which was 
the one nationalised industry under direct Government control and 
enjoying a virtual monopoly, were relieved of the obligation imposed 
on all nationalised industries to secure an agreed return on capital. 
If, on the other hand, Post Office capital investment were cut back, 
services would deteriorate, waiting lists for telephones would lengthen 
and the volume of complaint might be no less than would result 
from increased charges. 

(h) Wage awards accounted for almost half of the additional 
expenditure which the Post Office would face in the next financial 
year. While it would be wrong that this outlay should appear to be 
financed by additional borrowing from the Exchequer, the 
Government would be equally open to criticism if the immediate 
result of the awards were substantial increases in charges to the public. 

(c) It had been assumed in the calculations made by the 
Postmaster-General that the existing level of business activity would 
continue during the next financial year. If there were some 
improvement in the level of activity (even if the improvement were 
accompanied by some increase in costs) Post Office revenues would 
be bound to improve and the need for increased charges would be 
reduced. 

(d) I t would be reasonable to consider the return on capital 
over a period of years. The fact that a return of at least 8 per cent 
had been secured in certain years might justify acceptance of a lower 
rate for the immediate future. It would, moreover,"be in accordance 
with normal business practice not to look for immediate maximum 
returns on new capital investment and it was a little unrealistic to 
expect the same level of return whether business was slack or active. 

(e) There would be advantage in examining how the capital of 
the Post Office had been calculated since, in relation to the return 
obtained, the capital invested in the past few years could be held to 
be more important than the capital spent many years ago. 

(f) I t seemed likely that, if it were decided to increase charges, 
the proposals in C. (62) 187 would produce the maximum income 
whilst avoiding increases on those services, such as the letter rate 
and telephone rentals, which would attract special complaint. But 
increases in the charges for local and trunk calls and for parcels 
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would be generally unpopular and might be criticised, particularly 
by the business community. The proposed increases in the 
Commonwealth Press rate and in the Canadian magazine post would 
in any case have to be deferred to allow time for adequate consultation 
with the Governments affected. 

(g) The terms and timing of the statement to be made if increased 
charges were approved would require careful consideration. As in 
the case of the statement made in July 1961, on the occasion of the 
previous increases, it would be inexpedient to refer specifically to 
an 8 per cent return on capital and it would be better to avoid the 
suggested reference to the general state of business activity. 

Summing up the discussion the Prime Minister said that, although 
the total amount to be obtained by the proposed increases was not 
large, they raised important questions of financial policy. It would 
be generally agreed that the Post Office should, so far as possible, 
be self-financing but various views could be held about the appropriate 
course to take if this proved to be impracticable. It could be argued, 
on the one hand, that the proper criterion for the Post Office as a 
business organisation would be that its borrowings should be strictly 
related to its earning power. On the other hand, it might be right 
that in a period calling for expansion in investment less weight 
should be given to profitability as the main criterion and that 
Exchequer lending should be governed by broader considerations. 
The Cabinet should consider these problems and resume their 
discussion at an early meeting when the Chancellor of the Exchequer 
could be present. 

The Cabinet— 
(1)	 Invited the Postmaster-General to set out for their information 

how the capital of the Post Office had been assessed 
for purposes of calculating its financial return. 

(2) Agreed	 to resume their discussion of Post Office tariffs at an 
early meeting. 

3. The First Secretary of State informed the Cabinet that the 
Nyasaland Constitutional Conference had been satisfactorily 
concluded and a White Paper on the Conference would be published 
that afternoon. The Conference had agreed on the grant to 
Nyasaland of a normal type of self-governing Constitution, including 
a Bill of Rights for European residents. The leader of the Malawi 
Congress Party, Dr. Banda, had also agreed to the appointment of 
a European Minister of Finance. There would be no mention in 
the White Paper of independence for Nyasaland but, in the light of 
the Cabinefs previous discussion of this question, Dr. Banda had 
been given a private assurance that a programme for the attainment 
of independence by Nyasaland would be reviewed during 1963. 

The First Secretary of State said that a sharp reaction from the 
Federal Prime Minister, Sir Roy Welensky, was to be expected when 
the statement acknowledging Nyasaland's right to withdraw from 
the Federation was made in Parliament about the middle of December. 
The Cabinet would recall that Dr. Banda had been promised that 
such a statement would be made at that time and there could be no 
question of any further delay. Another complicating factor was that 
the leaders of the two African Nationalist Parties in Northern 
Rhodesia, Mr. Kaunda of the United National Independence Party 
and Mr. Nkumbula of the African National Congress, had announced 
that they would shortly be visiting London; and their intention no 
doubt would be to press for an undertaking that their parties would 



be invited to form the Government in Northern Rhodesia. T h e 
First Secretary of State said that he would be unable to give any 
such undertaking. In the first place, the elections in Nor thern 
Rhodesia had not yet been finished and in the second place the 
decision would properly fall to the Governor of Northern Rhodesia. 

The Cabinet— 
Took note of this statement. 
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4. The Cabinet had before them a memorandum by the Minister 
of Housing and Local Government (C. (62) 191) about leasehold 
reform. 

The Minister of Housing recalled that, at their meeting on 
29th May, the Cabinet had invited his predecessor to prepare a scheme 
for giving leaseholders in certain circumstances a right, in the absence 
of proposals for re-development, to extension of their leases on 
market value terms. A scheme of this kind had been worked out but , 
after careful consideration, he had reached the conclusion that n o 
scheme based on market value, whether for extension of leases or 
for complete enfranchisement, would meet the grievances of the 
lessees. The only course that would fully meet those grievances 
would be enfranchisement on confiscatory terms. But 
enfranchisement on any terms would involve interference with good 
estate management and orderly re-development, and some erosion 
of the law of contract; and on confiscatory terms it would involve 
abandoning declared Government policy and could not be reconciled 
with the free market basis for decontrolled rents. 

It would be necessary to give some indication of Government 
policy in the debate which would take place on 7th December on 
the Second Reading of the Bill introduced by Mr. Denis Howell, 
M.P., who had been successful in the ballot for Private Members ' 
Bills. The Bill had not yet been published but it was likely that it 
would provide for enfranchisement at some level short of market 
value. He suggested that the Government should seek rejection of 
the Bill on the basis of a promise to produce a White Paper which 
would examine the arguments for and against various measures 
of leasehold reform and would give the Governmen t s conclusions. 
If a White Paper were prepared it might be appropriate to include 
in it some reference to a possible scheme for giving lessees the right 
to surrender leases which had less than, say, 20 years to run. 

In discussion there was general agreement in the Cabinet that it 
would be desirable to avoid promising a fully reasoned statement on 
leasehold reform, since this would be likely to amount to a lengthy 
argument for doing little or nothing at the present time. The better 
course in the debate would be to draw attention to the defects of 
Mr. HowelTs Bill and to vote against giving it a Second Reading. 

In further discussion the following points were raised: 
(a) The agitation for leasehold reform was largely based on the 

practice of Western Ground Rents, who owned much residential 
property in Cardiff. In spite of representations which had been 
made to them they showed little consideration for their lessees and 
it was believed that the prices they asked- for freehold reversions 
were much too high. If the Government took no action there would 
be strong local criticism, but there appeared to be no basis on which 
the Government could encourage drastic action, such as compulsory 
acquisition by the local authority. It would, however, be useful 
both in dealing with this criticism and as a guide to general policy 
if independent valuations could be obtained both of the surrender 
value of particular leasehold interests, and of the value of the freehold 
reversions in those cases. 



(b) The principle underlying the Landlord and Tenant Act, 1954, 
and the various suggestions which were canvassed for enfranchisement 
and renewal of leases, was that the lessee's stake in his house should 
be enlarged. Compulsory surrender of leases would be breaking new 
ground; and if the idea were pursued it would be important to make 
it clear that its application would be confined to small residential 
property. 

The Cabinet— 
Agreed that, in opposing the Second Reading of Mr. Denis 
Howell's Bill on leasehold reform, the Governments 
spokesman should not promise to present a White Paper 

on this subject.

Industrial 5. The Cabinet had before them a memorandum by the Minister 
Training f Labour (C. (62) 192) about arrangements for industrial training, 0 

covering the draft of a White Paper setting out the Governments 
new proposals. 

After a short discussion, the Cabinet— 
(1) Invited	 the Minister of Labour to bring the draft White 

Paper before the Home Affairs Committee for 
consideration. 

(2) Authorised the First Secretary	 of State, as Chairman of the 
Home Affairs Committee, to approve the subsequent 
publication of the White Paper. 

Parliament 6. The Cabinet were informed of Questions, to be answered 
Parliamentary that day in the House of Lords and on 29th November in the House 
Privilege of Commons, arising out of a case affecting Lord Mowbray, in which 

the privileges attaching to his status as a member of the House of 
Lords had been held to prevent him from being arrested under a 
writ of attachment. Lady Summerskill would ask the Government 
whether they would " consider examining the law in order to eliminate 
any provisions which confer exceptional privileges upon Members 
of both Houses of Par l i ament" ; and it was proposed to answer this 
Question on the basis that, since the privileges of the House of 
Commons were also affected, the answer to the further Question in 
the House of Commons should be awaited. That Question, in the 
name of Mr. Richard Marsh, M.P., asked the Prime Minister if he 
would " move the motions necessary to set up a Joint Committee 
of both Houses to examine the law in so far as it confers exceptional 
privileges upon Members of both Houses which exempt them from 
the normal processes of the courts ". 

In discussion it was suggested that, although freedom of Members 
of both Houses from arrest in civil proceedings had been important 
in the distant past, it had now become something of an anachronism. 
The circumstances of Lord Mowbray's case could arise only in a 
strictly limited field, but the issues which might be raised by the 
Questions went very wide. The privilege of freedom from arrest 
for contempt of court extended in certain circumstances to witnesses 
and to members of the legal profession as well as to Members of 
both Houses; and it might be necessary to consider the extent of 
immunity from arrest in pursuance of injunctions and in connexion 
with subpoenas. Legislation would probably be required to bring 
about any change in the law of privilege, certainly so far as it rested 
on the common law. 



In these circumstances it would be desirable that the Prime 
Minister, in dealing with the Question in the House of Commons 
on 29th November, should indicate willingness to consider, in 
consultation with the Leader of the Opposition, the appropriate 
procedure for examining the question of freedom from arrest arising 
directly out of the case of Lord Mowbray. Although there might be 
advantage in extending the terms of reference of the Joint Select 
Committee which was at present sitting, it would be necessary to 
consider whether it would be proper that the privileges of either 
House should come under review by a body which included 
representatives of the other. T h e better course might be to establish 
Committees of each House, sitting in parallel and working on similar 
terms of reference. 

The Cabinet— 
Invited the Lord Chancellor, in the light of their discussion, 
to provide the Prime Minister with a draft answer to Mr. 
Richard Marsffs Question about the establishment of a 
Joint Committee to examine the law in relation to the 
privileges of Members of Parliament. 

Cabinet Office, S.W. 1, 
27th November, 1962. 
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Sir Winston
Churchill

Parliament 
Compensation 
for Victims 
of Crimes of 
Violence 

Broadcasting 
Policy 
(Previous 
Reference: 
C.C. (62) 69th 
Conclusions, 
Minute 3) 

 1. The Cabinet invited the Prime Minister to send to Sir 
 Winston Churchill on their behalf a message of congratulation and 

good wishes on the occasion of his 88th birthday, which would fall 
on the following day. 

2. The Cabinet were informed of the business to be taken in 
Parliament during the following week. 

The Lord Chancellor said that on Wednesday, 5th December, 
it would be necessary for a Government spokesman to reply to a 
debate on a Motion by Lord Longford, who proposed to call attention 
to the Report of the Working Party on Compensation for Victims of 
Crimes of Violence (Cmnd. 1406). The Report had indicated a 
number of serious difficulties which would have to be faced in 
drawing up any satisfactory scheme of compensation; and, although 
some progress had been made in preparing proposals which might 
be suitable for adoption by the Government, solutions of all the 
problems had not yet been found. Lord Longford was believed to 
favour a scheme which would involve accepting the general principle 
of State responsibility for providing compensation. But there appeared 
to be no simple way of limiting the application of such a principle 
to the victims of crimes of violence. The opportunity presented by 
the debate should therefore be used to educate public opinion in the 
reality of the difficulties. The Government spokesman would 
accordingly express sympathy with those who suffered from crimes 
of violence, would draw attention to the defects of the sort of scheme 
supported by Lord Longford and would say that the search for a 
satisfactory solution of the problem was continuing. When work 
on the Governments own scheme had reached an appropriate stage, 
the Home Secretary would be bringing proposals before the Home 
Affairs Committee. 

The Cabinet— 
Took note with approval of the Lord Chancellors statement. 

3. The Cabinet had before them a memorandum by the 
Postmaster General (C. (62) 193) covering a revised draft of the White 
Paper on Broadcasting and Television. 

The Postmaster General recalled that, at the CabinetS meeting 
on 15th November, he had been invited to give further consideration 
to the passages in the earlier draft which dealt with Press participation 
in television programme companies, excessive violence in television 
programmes and the proposed levy on the profits of programme 
companies. The revised draft circulated under cover of C. (62) 193 
had been prepared after discussion in the Committee on Broadcasting 
and Television and incorporated amendments on these and a number 
of other points. 

The revised paragraphs on Press participation (paragraphs 21-25) 
contained an exposition of the recommendations of the Committee on 
Broadcasting under the Chairmanship of Sir Harry Pilkington and 
the Royal Commission on the Press under the Chairmanship of Lord 
Shawcross, an examination of the implications of controlling Press 
influence through control of shareholdings and a statement of the 
Governments provisional view about the safeguards which could be 



applied without seeking to control shareholdings. The safeguards 
were in effect in three stages: 

(i) the	 Independent Television Authority might take some 
precautionary step, such as obtaining the advice of 
independent people " on any aspect of the conduct of a 
Press interest in a c o m p a n y " ; 

(ii) the Authority should have	 power, with the approval of the 
Postmaster General, to suspend or cancel contracts in 
the event of abuse,; 

(iii) the Postmaster	 General should have a reserve power (to be 
exercised subject to affirmative resolution) to direct the 
Authority to suspend or cancel contracts. 

In discussion there was general agreement in the Cabinet with 
the passages in the draft White Paper dealing with Press participation. 
Although it could be held that monopoly control of television 
programmes, whether by a Press or other interest, was in itself 
objectionable, it would be right to accept the view of the Ministerial 
Committee that the recommendations made by the Pilkington 
Committee and the Shawcross Commission on the regulation of 
shareholdings should be rejected as impracticable. It was suggested, 
however, that further consideration should be given to the proposal 
to embody in a statutory instrument any direction about Press 
participation given by the Postmaster General to the Authority. To 
make the issue of a Ministerial direction to a public authority subject 
to Parliamentary scrutiny, even if the instrument were not subject to 
either of the resolution procedures, might be thought to be a bad 
precedent. On the other hand, the power proposed to be taken by 
the Postmaster General would be specific and its exercise could have 
a serious effect on private interests; and in these respects it would be 
different from the general powers of direction which could be exercised 
by the Ministers responsible for the nationalised industries. Inclusion 
of a provision for Parliamentary scrutiny might, moreover, go some 
way to convince those who would criticise the rejection of the 
Pilkington recommendations that the Government intended to deal 
firmly with the possible dangers of Press participation in the 
programme companies. The Cabinets conclusion on this point was 
that, on balance, it would be better not to include in the White Paper, 
or in the Bill as introduced, any specific provision for Parliamentary 
scrutiny of directions issued by the Postmaster General. I t would be 
sufficient to indicate in the White Paper that the exercise of this 
power would be subject to suitable Parliamentary safeguards and to 
determine in the light of debate precisely what safeguards should be 
adopted. 

In further discussion certain minor amendments were approved 
and the following points were raised: 

(a) In view of the difficulty of defining " abuse ", the Bill would 
have to leave it to the Authority, subject to the Postmaster GeneraPs 
concurrence, to determine the circumstances in which it would be 
appropriate to exercise their powers to suspend or cancel contracts. 

(b) The paragraphs relating to advisory committees 
(paragraph 18) and excessive violence (paragraph 38) had now been 
approved by the Ministers directly concerned. 

(c) A sentence had been added to the original paragraph (now 
paragraph 27) on the proposed levy to indicate that, in formulating 
detailed arrangements for the levy, account would be taken of the 
difference in financial circumstances between the four main companies 
and some of the smaller companies. 

(d) Discussions about Party political broadcasts were proceeding 
with the Leaders of the Parties but it seemed unnecessary to include 
any reference to this topic in the White Paper. 

(e) The draft should be examined to check the references in 
paragraph 17 and elsewhere which suggested that publication of the 
White Paper would precede publication of the Bill. 



The Cabinet— 
Invited the Postmaster General to amend, in the light of 
their discussion, the draft White Paper annexed to C. (62) 193 
and to arrange for its presentation to Parliament concurrently 
with the introduction of the Television Bill, on a date to be 
agreed with the Chancellor of the Duchy of Lancaster. 

4. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (62) 195) recommending amendment 
of the Third Schedule of the Town and Country Planning Act, 1947, 
in order to limit the rebuilding rights of owners of offices to an 
additional 10 per cent of floor space. 

The Chancellor of the Exchequer said that there was in his view 
a strong case for this amendment. Without it the planning authorities 
would continue to be handicapped in their efforts to keep office 
development in central London within reasonable limits. There 
should, however, be no question of greater Exchequer liabilities for 
compensation if the amendment were made: there was no real case 
for this, since land-owners would still have the right to rebuild to a 
larger floor space than that of their existing premises and could in 
all cases apply for planning permission to expand still further; and it 
should not be assumed that planning permission would always be 
refused. The object of the amendment was to avoid the unco
ordinated development to which the present right to automatic 
expansion up to as much as 40 per cent of the existing floor space 
gave rise. He had received a firm assurance from the Minister of 
Housing that claims for compensation as a result of the proposed 
amendment would be resisted. 

The Home Secretary said that he strongly supported the proposed 
amendment. Many other possible methods of controlling office 
building in London had been considered, but had been found to be 
unacceptable. The amendment to the Third Schedule of the 1947 
Act was the only workable solution now open to the Government 
and he considered that it should be adopted. The amendment would 
not be unexpected; it had long been canvassed by those v/ho took 
an interest in the problems of metropolitan development and there 
would be a large measure of support for it in both Houses of 
Parliament. In presenting the amendment it would be important to 
emphasise that there would be no question of stopping expansion; 
the object was to give the responsible local authorities greater control 
over the scale and nature of the expansion. 

In discussion the following points were made : 
(a) Against the amendment it could be argued that it would 

unreasonably penalise land-owners who for one reason or another 
had not already developed their properties under the existing 
regulations. It would also revive criticism of the London zoning 
plan, whose working in practice could have been held to have been 
arbitrary and unfair. It would also be thought anomalous that the 
Government should now be seen to be seeking to restrict expansion 
when they had already given permission for office building on a 
very large scale in areas such as the South Bank and Millbank. It 
was recognised, on the other hand, that Government policy was bound 
to take account of the situation as it had developed; permission for 
many major recent developments had been given many years ago 
when the implications for housing and transport of the rapidly 
expanding office population in London had not been fully appreciated. 
The London zoning plan had been carefully and sensibly worked out 



and had on the whole served its purpose; even with the right of appeal 
to the Minister, which was always open, there would be bound to be 
cases in which the effects of zoning seemed to operate to the 
disadvantage of particular land-owners. 

(b) The Lord Privy Seal said that he opposed the amendment on 
grounds of general policy. The main argument urged in its favour 
was the need to restrict or at least to bring under greater control the 
growth of office building and the office population in central London. 
This was the wrong perspective. Under such a restrictive policy it 
would not be possible for London to become a major European 
capital. London was already well behind other European capitals in 
the scope and modernity of its development and in the resources 
devoted to the improvement of transport and housing. In terms of 
the Common Market large prizes were at stake. The French 
Government, in particular, were making a strong bid to attract to Paris 
all the major international organisations, with all that that 
would imply in terms of conferences, business activity and the balance 
of payments. The effect of the proposed amendment would be to put 
London still further behind in the race. 

It was urged against these points that the object of the amendment 
was not necessarily to restrict office development but to bring it under 
a control which was now lacking; it would give greater and not less 
scope for imaginative large-scale development and would reduce the 
present tendency to concentrate development within the limits of 
existing sites. 

(c) The Minister of Housing said that the proposed amendment 
should be viewed in the context of the other positive proposals for the 
development and rebuilding of London which he would shortly be 
putting forward. He strongly supported the aim of developing 
London as a modern progressive capital city, both socially and 
architecturally, and the amendment would help him to achieve this 
aim. 

(d) The Minister of Health said that refusal of compensation 
under the amendment might expose the Government to damaging 
criticism. In spite of the argument sometimes heard to the contrary, 
there had never been any doubt about the intention of the 1947 Act; 
it had clearly conferred on property owners the right to a 10 per cent 
increase in cubic space and not merely in floor space. All existing 
schemes of compensation had been based on that assumption and 
for the Government to alter the position without at the same time 
altering the terms of compensation could be held to amount to a 
breach of faith. 

As against this it was argued that the industrial development 
certificate procedure introduced in 1947 had deprived land-owners 
of a far greater measure of freedom to develop than the amendment 
now proposed, and there was evidence to show that, even under the 
law as it now stood, land-owners recognised that their right to 
compensation was not absolute. It was, however, to be expected that 
there would be criticism of the Government under this head. 

(e) It would be important not to exaggerate the restrictive effect 
of the amendment. Under planning approval already granted, which 
would not be affected by the amendment, another 10 million square 
feet of office space would be added to the existing total in London. 
The amendment would primarily affect the 60 million square feet of 
obsolescent office space which would become due for redevelopment 
in the next few years. It would be a matter of some difficulty to 
decide precisely where the amendment would begin to opera te ; if it 
applied in such a way as to allow provisional rebuilding plans to 
proceed unaltered in respect of buildings not due for redevelopment 
for three or four years it would clearly be ineffective. On the other 
hand, it would be inequitable that the amendment should apply to 
cases in which contracts had already been entered into on the basis 
of the present law. 
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(/) The Minister of Housing was due to make a major statement 
on building policy early in the New Year when he would be 
presenting in Parliament the positive side of his proposals; and it 
would be convenient if the Bill amending the Third Schedule to the 
1947 Act could be laid at the same time. It would be impracticable 
to announce an intention to amend the Schedule in advance of the 
Bill; this would merely lead to attempts to evade the effect of the 
amendment by taking advantage of the present rules for so long as 
they remained in force. 

After	 further discussion the Cabinet— 
(1) Agreed that	 the Third Schedule to the Town and Country 

Planning Act, 1947, should be amended in such a way 
as to remove any right to compensation if, on future 
applications for redeveloping existing office space, 
permission to increase existing floor space by more than 
10 per cent were refused. 

(2) Authorised the Minister of Housing to arrange for the drafting 
of the legislation required to give effect to their decision. 

5. The Cabinet had before them memoranda by the Chief 
Secretary, Treasury (C. (62) 188) and by the Minister of Defence 
(C. (62) 189) about the retention of Officer Training Corps (O.T.Cs.) 
in the Universities. 

The Chief Secretary, Treasury, said that the main argument 
advanced on earlier occasions in favour of the University O.T.Cs. 
had been their value in recruiting graduates as regular officers. The 
results achieved in this respect were, however, out of proportion to 
the costs involved. The paper by the Minister of Defence showed 
that only 73 regular officers had been recruited by this means over a 
period of nine years, and even this figure was based on the assumption, 
which was clearly open to doubt, that the graduates concerned would 
not have joined the Army if they had not been members of the 
University O.T.C. The O.T.Cs. were already costing £460,000 a year 
and needed an additional £150,000 worth of new equipment. Setting 
results against cost it was difficult to avoid the conclusion that the 
O.T.Cs. were now a waste of public money. He therefore 
recommended that they should be abolished. 

The Minister of Defence said that it was not the case that 
recruiting to the regular Army was the only argument in favour of 
the retention of the O.T.Cs. The recruiting argument was in fact 
weaker than his paper suggested, since one of the figures had been 
incorrectly stated. The figure for 1962 should have been 16 and 
not 22. The real value of the O.T.Cs. lay in the contribution which 
they made to the Army reserves at a time when officers of this quality 
were at a premium and, perhaps more importantly, the fact that they 
maintained a link between the Universities and the Army. This was 
more than ever necessary following the disappearance of National 
Service. So far as costs were concerned it should not be assumed 
that the abolition of the O.T.Cs. would save £460,000 a year. The 
saving would be of the order of £230,000 only, since the regular 
officers now employed with the O.T.Cs. would be reabsorbed in other 
Army formations. It was unrealistic to suppose that the manpower 
ceiling of the Army would be affected by the very small numbers here 
involved. 

The First Secretary of State said that he had discussed the 
problem with the Ministers concerned. He supported the view that 
the maintenance of links between the Army and the Universities was 
of great and probably increasing importance at a time when pacifist 
organisations of various kinds were flourishing, when the steadying 



influence of National Service had disappeared, and when all too 
little was being done to instil into the younger generation a sense of 
patriotism and public service. The University authorities themselves 
would strongly resent the disappearance of the O.T.Cs. The 
Government were already subject to criticism for their handling 
of University problems and that criticism would be bound to increase 
if the O.T.Cs. were discontinued. 

In discussion the following points were m a d e : 
(a) Not only recruiting but total membership of the O.T.Cs. 

should be taken into account. Even though a young man did not 
join the Army as a result of his membership of the O.T.C. it was 
nevertheless of value that he should have taken part in O.T.C. training 
and should have been prepared to give time and effort to it. The 
present membership of the O.T.Cs. amounted to about 2,000 out of 
a total University population of something over 130,000. 

(b) O.T.C. morale, particularly so far as concerned the 
instructional staff, had been affected by the knowledge that for the 
past two or three years the O.T.Cs. had been under examination and 
that their long-term future was hanging in the balance. The absence 
of any firm policy had also affected the supply of equipment; without 
reasonably up-to-date equipment to train them it was not to be 
expected that undergraduate recruiting would improve. 

Summing up the discussion the Prime Minister said that it 
seemed clear that the present situation, in which the squadrons were 
not getting the support they needed to make a real success of their 
work, but had not on the other hand been given a firm decision about 
the date of their disbandment, could not be allowed to continue. It 
would from many points of view, not least the effect on University 
opinion, be unfortunate if the Government were to wind up the 
O.T.Cs. in the immediate future. The practical alternatives as he 
saw them were either to allow the O.T.Cs. to continue on their present 
unsatisfactory basis for another year or so and wind them up then; 
or to give them a much firmer undertaking about their future and at 
the same time to make a constructive effort in association with the 
University authorities to make a greater success of them. The 
balance of opinion in the Cabinet semed to be in favour of the second 
alternative. He would discuss the possibilities further with the First 
Secretary of State and the other Ministers directly concerned. 

The Cabinet— 
Took note that, in the light of their discussion, the Prime 
Minister would give further thought to the future of the 
University Officer Training Corps, in consultation with the 
First Secretary of State and the other Ministers directly 
concerned. 

Cabinet Office, S.W.1, 
29th November, 1962. 
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C.C. 73 (62) 

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

The House would rise for the Christmas recess on 21st December 
and would reassemble on 22nd January. 

Foreign Affairs 2. The Foreign Secretary said that the pressure for an early 
Congo Republic settlement in the Congo would increase as a result of the decision of 
(Previous the Government of India to withdraw their troops during January. 
Reference: The Secretary-General of the United Nations, U Thant, and the 
C.C. (62) 71st United States Government were prepared to use sanctions against 
Conclusions, Katanga either by calling for an embargo on purchases of Katangan 
Minute 1) copper or by preventing the passage of copper exports from Katanga 

to Northern Rhodesia. Sanctions of this kind were likely to lead to 
fighting of a kind with which the United Nations would be particularly 
ill-equipped to deal, quite apart from its political effects. The 
imposition of sanctions and still more any proposals involving the 
deliberate use of force by the United Nations would require a fresh 
resolution from the Security Council. 

The Foreign Secretary said that he had discussed with the Prime 
Minister of Belgium. M. Spaak, and with Mr. McGhee, the United 
States special envoy to the Congo, a policy designed to lead to a 
settlement by negotiation. The essence of this policy was that the 
two major points of difficulty, the division of revenue between the 
Central Government and the Government of Katanga, and agreement 
on a federal type of Constitution containing satisfactory guarantees 
for Katanga, should be settled by recourse to independent arbitration. 
The division of revenues would be referred to the International 
Monetary Fund and the constitutional issue to the Prime Minister of 
Nigeria. This plan had been rejected by U Thant, who appeared 
to believe that recourse to arbitration would be inconsistent with the 
plan for national reconciliation which he had himself put forward. 
M. Spaak had now gone to New York to discuss the situation witn 
U Thant and with the United States Government. As a result, it 
was proposed that Mr. Adoula, the Prime Minister of the Central 
Government of the Congo, should be invited to New York to discuss 
the outlines of a possible settlement. If Mr. Adoula could be brought 
to the point of agreement, Mr. Tshombe, the Prime Minister of 
Katanga, would subsequently be invited to New York and would be 
presented with a settlement which he would be invited to accept 
without argument. If he refused, there would probably be a resort 
to sanctions of one kind or another. 

The Foreign Secretary said that it would be necessary for the 
Government to settle their policy on the Congo in the light of these 
recent developments, and to announce it publicly. In his view the 
proper course would be to continue to press for a negotiated 
settlement, if necessary with recourse to arbitration on the lines he 
had suggested. There could be no question of the Governments 
supporting the use of sanctions; not only because of the probability 
that they would lead to fighting, but because of political reactions in 
this country and because the United Nations might be moved at some 
later stage to consider the imposition of sanctions against Southern 
Rhodesia and South Africa. He had been asked by M. Spaak to 
take part in the current discussions in New York and in those which 
it was proposed to hold with Mr. Adoula. H e saw considerable 
difficulty in accepting this invitation. Apart from the fact that 



Mr. Adoula might not agree to come to New York, the negotiations 
would be on a basis which he felt the Government could not approve; 
and if he became involved in them it would be more difficult for the 
Government to dissociate themselves from subsequent developments. 

In discussion the following points were made : 
(a) If sanctions took the form of calling for an embargo on 

purchases of Katangan copper, the Governments best course of 
action might be to maintain British purchases of Katangan copper at 
the average level of the past few years, which was insignificant in 
relation to total output. It would however be helpful to the Cabinet 
to have before them some more detailed statement of the effect of an 
embargo on Katangan copper on the world market for copper as a 
whole, including the effect on Northern Rhodesia and the extent to 
which shortages caused by the withdrawal of Katangan copper from 
the market could be made good from other sources, including 
stockpiles. 

(b) Although the recent discussions between Mr. Tshombe and 
the leaders of the two African Nationalist Parties in Northern 
Rhodesia were believed to have been largely political in content, it 
would be almost inevitable that fighting in Katanga, once it had 
broken out, would to some extent involve Northern Rhodesia as well. 

(c) It was difficult to avoid the conclusion that the United States 
Government and U Thant were putting more pressure on 
Mr . Tshombe than on Mr. Adoula and that the settlement which they 
appeared to have in mind was more favourable to the Central 
Government than to Katanga. One reason for this partiality was no 
doubt the extreme weakness of Mr. Adoula's political position and 
the fear that if he were to fall from power the Congo would once 
again relapse into chaos or would be open to Soviet penetration. 
Nevertheless, it would be easier to contemplate the use of sanctions 
if their object was to secure a settlement manifestly fair to both sides. 
In Mr. Adoula's case sanctions would present little difficulty; it would 
merely be necessary to withdraw the financial support which he was 
at present receiving. 

(e) It would be helpful to have a closer and more reasoned 
analysis of the effects of a total withdrawal of the United Nations 
from the Congo. Too much emphasis could be placed on the dangers 
of Russian infiltration. They would be taking on, as the United 
Nations had found to their cost, an immense economic and 
administrative burden, which would be more likely to be a liability 
to them than an asset. Their earlier experience in the Congo could 
hardly have been encouraging to them. 

Summing up the Prime Minister said that it would be necessary for 
the Cabinet to give further thought to the Governments policy in the 
Congo. It would be helpful if the Foreign Secretary would circulate 
a paper for their consideration. There were, broadly speaking, three 
possible courses of action. It would be possible to continue to 
support the resolution under which the United Nations were at 
present acting in the Congo, calling for a settlement by negotiation 
and for the use of United Nations troops solely in the interests of 
preventing civil war. Alternatively, it would be open to the 
Government to say that, in view of the continuing delay in reaching 
a negotiated settlement, more vigorous measures were called for. 
These could take the form of agreement between the major Powers 
and in the United Nations on the terms of a settlement which could 
be presented to world opinion as being fair and reasonable to both 
sides. The idea of arbitration to which the Foreign Secretary had 
referred might well form an element in such a settlement. Once the 
lines of a settlement had been agreed, Mr. Tshombe and Mr. Adoula 
could be invited to accept it. If they refused so to do there was then 
a further choice of action—-either a recourse to sanctions or the 



withdrawal of the United Nations presence from the Congo. In 
reaching a decision it would be important to look carefully at the 
reasons which had led the United States Government to take a 
different view from our own about the results of the imposition of 
sanctions. 

The Cabinet— 
(1) Invited	 the Foreign Secretary to bring before them, for 

consideration at a later meeting, a paper setting out the 
implications of the various courses open to the 
Government in relation to the Congo, including an 
assessment of the effect of a total withdrawal of the United 
Nations from the Congo. 

(2) Invited the President	 of the Board of Trade to circulate, for 
their information, a memorandum describing the probable 
effects on the world copper market if supplies of copper 
from Katanga were to be cut off either by an embargo or 
by physical means. 

The Foreign Secretary said that the United States Government 
had still not recognised the republican regime in the Yemen; the 
terms of the statements to be made as a condition of United States 
recognition by President Nasser of Egypt, and Brigadier Sallal, the 
leader of the new regime in the Yemen, were still under negotiation. 
It was hoped that the latter would include a specific undertaking to 
preserve friendly relations with Aden Colony and the Aden 
Protectorate. It was not necessary for the Government to take an 
immediate decision about recognition, but it would not, in his view, 
be possible, once the United States Government had decided to 
recognise the new regime, to delay doing so ourselves for more than 
a limited period of time. 

The Commonwealth Secretary said that the discussions which 
he had recently held in Aden had strongly confirmed the view that 
United Kingdom recognition of the new regime in the Yemen would 
have a damaging effect on our position in the area. If the republican 
authorities in the Yemen were not, even at this stage, prepared to 
recognise the existence of British interests in Aden and to undertake 
to maintain friendly relations with the Colony and Protectorate, it 
was impossible not to conclude that their intentions were hostile. In 
these circumstances it would be far better to lose diplomatic 
representation in the Yemen than to weaken in any way our 
supporters in Aden and our power to maintain our vital defence 
interests. The position of the United States Government was not 
comparable; they had no direct interests in the area. 

The Prime Minister said that two separate issues were involved. 
U p to the present we had sought to persuade the United States to 
delay recognition of the new regime and in any event to secure as 
the price of recognition concessions from the Egyptian Government 
and from the republican authorities in the Yemen which would be 
of help to us in the context of our interests in Aden. But once the 
United States Government had actually recognised the new regime 
a new situation would be created and it would be necessary to decide 
at that stage whether we should follow suit. Such a decision could 
not be easily taken in advance of the event; it would depend not only 
on the precise conditions under which recognition by the United States 
Government had in the event taken place, but on current developments 
in Aden itself. 

The Cabinet— 
(3) Took note of these statements. 



ft V1 
9 r j I 

South-East 
Asia Treaty 
Organisa
tion 
(Previous . 
Reference: 
C.C. (62) 50th 
Conclusions, 
Minute 5) 
Cambodia 

Egypt 
Financial 
Agreement 
(Previous 
Reference: 
C.C. (60) 59th 
Conclusions, 
Minute 6) 

3. The Cabinet had before them a memorandum by the 
Foreign Secretary (C. (62) 200) concerning proposals from the 
Government of Cambodia for an international conference to draw up 
a treaty safeguarding their country. 

The Foreign Secretary said that, following intrusions over the 
Cambodian border by Thai and South Vietnamese troops, Prince 
Sihanouk of Cambodia had asked in August 1962 for an international 
conference to draw up a treaty for his country similar to that for Laos. 
This had been frustrated because the non-Communist Powers had 
not taken up the proposal for fear of being involved in fresh 
commitments. Prince Sihanouk had now produced a draft agreement 
which not only provided for the neutrality and independence of 
Cambodia, but also asked for guarantees of the frontiers No doubt 
he hoped to commit the United States to restrain Thai and Vietnamese 
intrusions, and he had threatened to call in Chinese troops for the 
purpose if his proposals were rejected by the West. The French 
Government seemed disposed to accept Prince Sihanouk's proposals 
but, from the point of view of the United Kingdom, it seemed 
undesirable to extend existing commitments by such guarantees. 
We had certain obligations under the South-East Asia Treaty 
Organisation, but the proposed guarantees would go beyond them 
and might indeed operate against one of the members of the 
Organisation itself. In the circumstances the Foreign Secretary 
suggested that our object should be to go some way towards meeting 
Prince Sihanouk's proposals by seeking arrangements for the 
delimitation and demarcation of the Cambodian frontiers, and for 
control of border incidents by Mixed Commissions under international 
supervision which would obviate the need for frontier guarantees. 

In discussion there was general agreement with the Foreign 
Secretary's proposals. The differing view of rhe French Government, 
however, was a major difficulty which, subject to developments m 
the meanwhile, might need to be included among the subjects for 
discussion at the next meeting between the Prime Minister and 
General de Gaulle. 

The Cabinet— 
Took note, with approval, of this statement by the Foreign 
Secretary. 

4. The Cabinet had before them memoranda by the Foreign 
Secretary (C. (62) 196 and 197) proposing additional assistance to those 
who had suffered in various ways from Egyptian actions since the Suez 
incident. 

The Foreign Secretary said that there had been criticism of the 
existing arrangements for compensation, both in Parliament and 
outside it. The principal demands had been for an increase in the 
Egyptian Compensation F u n d ; for the extension of compensation to 
certain claims not covered by the existing arrangements; for additional 
compensation to United Kingdom officials dismissed by the Egyptian 
Government in 1951; for assistance in paying the fees of agents 
employed to arrange the return of property and transfer of assets 
from Egypt; and for assistance to those who had property in Egypt 
which was released from sequestration but could not be enjoyed. 
His proposals were directed to each of these points. He proposed 
that the Compensation Fund should be increased to provide 100 per 
cent compensation on the first £10,000 as against 90 per cent on the 
first £5,000 at present, with similar increases in the relatively lower 
percentages of compensation on claims in excess of £10,000. He 
suggested a further £1 million to cover claims which fell outside the 



normal terms for compensation but were covered by the provisions 
for registration of claims. He suggested that £200,000 should be 
added to the similar sum already granted to the association of British 
officials dismissed by the Egyptian Government in 1951. Agents' lees 
incurred by individual property owners should be met up to £100 
per head through the Foreign Office at a cost not exceeding £500,000. 
The total cost of these proposals would be about i l \ million. 

The Foreign Secretary said that he was also proposing 
expenditure of a further £2^ million on assistance to peopie who had 
been obliged to leave substantial assets in Egypt. They had regained 
ownership of these assets, but in practice were unable to use them 
since they were forbidden to export more than the first £E.5,000. 
Since many had no resources other than the assets which they had 
had to abandon, there was an argument on the ground of hardship 
for assisting them. He proposed that this should be done by setting 
up an independent committee to establish appropriate criteria and 
to make grants within the total of £24- million. 

The object of his proposals was to close the whole question of 
the obligations of the Government arising out of the Suez incident. 

The Chief Secretary, Treasury, said that, while he had agreed 
to the other proposals made by the Foreign Secretary, he was 
concerned that the provision of compensation for assets held in Egypt 
might set a precedent for compensation for blocked payments 
generally. 

In discussion the following points were made : 
(a) It was difficult for many people possessing desequestrated 

assets to return to Egypt, and there were undoubtedly cases of 
hardship different in kind from those which occurred when a currency 
was blocked. 

(b) The Government had undertaken to give information to 
Parliament about the payments they intended to make under the 
Foreign Compensation Bill before that Bill proceeded further in 
Parliament. The timetable would therefore necessitate a statement 
on the proposed payments in both Houses not later than 
11th December. 

Summing up the Prime Minister said that the Foreign Secretary"s 
proposals promised virtually to dispose of the issue of compensation 
for property taken over by Egypt. As for desequestrated property 
which oould not be removed from Egypt, it was desirable that 
compensation should be payable in deserving cases, and it seemed 
that it would be possible to do this without creating a precedent for 
blocked payments generally. The committee which the Foreign 
Secretary had proposed should be given appropriate terms of 
reference, in the drafting of which the Chancellor of the Exchequer 
should be consulted. 

The Cabinet— 
(1) Approved the proposals of the Foreign	 Secretary for further 

assistance to people who had suffered loss on account of 
action by Egypt, set out in C. (62) 196 and 197. 

(2) Invited the Foreign Secretary to consult the Chancellor of the 
Exchequer on the drafting of the terms of reference of a 
committee to disburse compensation in cases of hardship 
among those holding desequestrated assets in Egypt. 

(3) Invited the Foreign Secretary to	 arrange for the appropriate 
announcements to be made in both Houses of Parliament 
not later than 11th December. 



5. The Cabinet had before them two memoranda by the 
Chancellor of the Exchequer, one (C. (62) 202) suggesting reference 
to the National Incomes Commission of a recent settlement in the 
Scottish building industry involving a substantial increase in earnings, 
and the other (C. (62) 194) relating to a proposal that the Government 
should increase university teachers' salaries by 10 per cent as from 
1st April. 1963. and refer their pay to the National Incomes 
Commission for review. 

The Chancellor of the Exchequer said that the employers and 
trade union representatives in the building industry in Scotland had 
agreed on a settlement which might increase the earnings of 90,000 
Scottish building workers by over 7 per cent. These workers had 
already received increases totalling about 16 per cent since October 
1961. The case was a classic example for reference to the National 
Incomes Commission. In view of past increases, the increase now 
proposed was unjustifiably large. The industry was almost wholiy 
protected from foreign competit ion; it was prosperous, thanks in part 
to large-scale public contracts; and the dating of the new concession 
from November 1963 ensured that the employers would be able to 
pass most of the cost to their customers. The English building 
employers and the British Employers' Confederation had both 
privately pressed the Government to refer this settlement to the 
Commission, and the Chairman of the Commission had agreed that 
it was a good case with which to launch the Commission^ work. It 
was proposed that the reference should be made by the Treasury 
and announced by publication of the formal reference in the London 
and Edinburgh Gazettes and by release to the Press. 

In discussion there was general agreement with this proposal. 
It was pointed out that, since workers in the Scottish building industry 
worked alongside those in the civil engineering industry, the 
management of the latter industry would be pressed to make 
corresponding increases and, since that industry was organised on a 
Great Britain basis, the effect would then be felt on workers in the 
English building industry. Moreover, the building and civil 
engineering industries tended to set the pace in increases in wages. 
For instance, while the railway workers had received 14 per cent in 
increases since January 1960 workers in the building industry had 
received 22 per cent and, if they were now to receive still more, a 
further claim must be expected in respect of railwaymen. It was 
therefore important that the Government should keep the employers 
in the civil engineering and English building industries in touch with 
their intentions. 

The Cabinet— 
(1) Agreed that the recent settlement between the employers	 and 

trade unions in the building industry in Scotland should be 
referred to the National Incomes Commission. 

(2) Invited the Chancellor	 of the Exchequer to arrange that the 
reference should be made by the Treasury and announced 
by publication in the London and Edinburgh Gazettes and 
in the Press. 

The Chancellor of the Exchequer recalled that the last general 
increase in the salaries of university teachers had taken effect from 
1st January, 1960, and had itself given rise to some ill-feeling in the 
universities. The Government had persuaded the University Grants 
Committee to postpone the submission of a further claim so that it 
could be synchronised with a claim in respect of other teachers on 
which the Burnham Committee eventually reached provisional 
agreement in June 1961. This resulted, after modification by the 
Government, in increases of 144 per cent on average for teachers, and 
as much as 17 per cent for many teachers in colleges of advanced 



technology, and was announced on 25th July, 1961, the very day 
when the proposals from the University Grants Committee were 
received and the pay pause was announced. When the Government 
were considering what increase could be granted to universities at 
the end of the pay pause, Treasury Ministers had favoured an increase 
of 8-9 per cent but, because of the requirements of incomes policy at 
the time, the Cabinet had decided that the university teachers could 
only have an average of 3 per cent from 1st April, 1962. Since then, 
the Burnham Committee had begun consideration of a claim to 
further increases for other teachers on which the Wages Committee 
had authorised up to 3\ per cent with effect from 1st April, 1963. 
By then, therefore, unless increases were granted to university teachers 
in the meanwhile, they would have had an average of only 3 per cent 
since the beginning of 1960 while other teachers would have had an 
average of 171 per cent. It was therefore clear that the university 
teachers had a claim to revaluation of their pay. The Chairman of 
the National Incomes Commission had indicated that he was willing 
to accept a reference for a revaluation, but that this would take six 
months or more. On the other hand, some increase in university 
pay was required urgently, as recruitment for the academic year 
1963-64 would begin early in the New Year. Most members of the 
Wages Committee had favoured an early announcement that the 
Government would provide funds for an average increase in university
teachers' pay of 10 per cent with effect from 1st April, 1963, and 
would invite the National Incomes Commission to carry out a full 
revaluation. Some Ministers, however, had felt than an increase of 
10 per cent could not be reconciled with a reference to the 
Commission. 

In discussion the following points were m a d e : 
(a) An increase of 10 per cent could hardly be justified except in 

the context of revaluation; and if such an increase were awarded at 
once it would be difficult to ask the National Incomes Commission to 
carry out a revaluation because the Government would have prejudged 
the issue. This difficulty would be overcome if the Government were 
to offer nothing more than a token increase clearly intended as an 
interim payment. 

(b) On the other hand, it was important to restore the 
Governments standing in the universities. Bearing in mind the 
history of university pay, there was now a strong moral case for a 
substantial increase. The figure of 10 per cent was almost certainly 
below the average figure which the National Incomes Commission 
would eventually recommend, and it could be argued on this ground 
that the issue would not have been prejudged. 

(c) Without such an increase, the programme of expansion of 
the universities to which the Government were publicly committed, 
and particularly the expansion of the scientific faculties, might well 
be frustrated. 

(d) A number of influential groups, including the Royal Society, 
had recently been considering the effects of emigration on the 
country's resources of scientific manpower and, unless the Government 
took decisive action before these reports were made public, they might 
have a damaging effect. 

(e) The University Grants Committee had indicated that, while 
10 per cent was substantially less than they had proposed, they would 
be prepared to co-operate with the Government in distributing it; but 
they regarded 10 per cent as the minimum acceptable figure. 

The Cabinet— 
(3) Agreed	 that the Government should provide funds for an 

average increase in university teachers' pay of 10 per cent, 

s 



and that university teachers' pay should be referred to 
the National Incomes Commission for revaluation. 

Public The Chancellor of the Exchequer said that the timing of the 
Announcements announcements would be important. So far as the reference to the 

Scottish building industry was concerned, there would be advantage 
in early action. There had been a succession of wage increases in 
various employments in the region of 6 per cent; it was known that 
certain Wages Councils were considering increases of the same order, 
and it was important not to give the impression that 6 per cent had 
become the standard for wage increases generally. For precisely the 
same reason there might be advantage in delaying somewhat the 
announcement of the 10 per cent increase in the provision for 
university salaries. He hoped that the Cabinet would authorise him 
to discuss this question in the Wages Committee. 

The Cabinet— 
(4) Invited	 the Chancellor of the Exchequer to arrange for 

the Wages Committee to discuss the timing of the 
announcements giving effect to their decisions. 

Iron and 6. The Cabinet had before them a memorandum by the Chief 
Steel Secretary, Treasury (C. (62) 199) proposing revised arrangements for 
Industry the sale of five small steel companies by the Iron and Steel Holding 
(Previous and Realisation Agency. 
Reference: 
C.C. (62) 68th The Chief Secretary, Treasury, recalled that in the CabineLs Conclusions, previous discussion it had been suggested that the Government would Minute 4) be criticised if the sale of the companies to a consortium of steel 

interests were at once followed by closure of one of them. After 
consultation with the Home Secretary and the Chancellor of the 
Duchy of Lancaster, and later with the Agency, he had concluded that 
much of the difficulty would be met if the sale were split He now 
proposed that the two hematite companies should be sold, not to the 
consortium but to the Millom Haematite, Ore and Iron Company, 
Limited, who had previously made an offer for them. The remaining 
three companies would be disposed of to the consortium as originally 
proposed. It seemed probable that the two transactions together 
would yield the same return to the Agency as the sale of all companies 
to the consortium. Early closure of one of the hematite companies 
was in any case unavoidable but, on the basis now proposed, the 
company in Barrow would be closed, rather than that in 
Middlesbrough. From the local employment point of view, there 
might not be much to choose between the two possible closures, but 
closure of the Barrow works could be represented as a normal 
commercial action by the new management and, since the works of 
the parent company were not far from Barrow, might provide a 
somewhat better prospect of alternative employment for those 
affected. 

In discussion there was general agreement that the revised 
arrangements for sale should be adopted. Although other companies 
besides the Barrow firm might have to be closed in due course, the 
consortium would not, on the basis now proposed, be obliged to 
embark on immediate closures. It would be desirable that the 
announcement to be made should cover the sale of all five companies 
but, in view of the rising level of unemployment, every effort should 
be made to ensure that the Barrow works did not close before the 
spring of the coming year. It would have to be accepted that this 
might in practice be less advantageous to the Agency financially. 



The Cabinet— 
Approved the proposals in C. (62) 199 for sale by the Iron 
and Steel Holding and Realisation Agency of five small 
steel companies, and invited the Chief Secretary, Treasury, 
to seek to delay closure of the Barrow Iron Works, Limited, 
for some months. 

Supply of 
Water 
Fluoridation 

7. The Cabinet had before them memoranda by the Secretary 
of State for Scotland and the Minister of Health (C. (62) 198) and the 
Chancellor of the Duchy of Lancaster (C. (62) 203) about the 
fluoridation of water supplies. 

The Minister of Health said that there was no doubt that the 
addition of fluoride to drinking water would greatl) reduce decay in 
the teeth of children, that it would have no harmful side-effects. The 
Government were under growing pressure from local health authorities 
and professional bodies to encourage fiuoridation but nothing had so 
far been undertaken beyond experiments (which had been successful) 
in three study areas. He and the Secretary of State for Scotland had 
concluded that the Government should now invite local health 
authorities to submit proposals under existing National Health 
Service legislation for the addition of fluoride to water supplies. 
There was some risk that the addition of fluoride would be challenged 
in the courts, since it could be argued that water undertakers, who 
were required to provide a supply of " pure and wholesome " water, 
had no power to add anything to a supply which already met the 
requirement. If a challenge were successful, legislation would be 
needed but such legislation would not lay the Government open to 
the criticism, which would be made if they initiated legislation now. 
that they were seeking to impose fluoridation as a general policy. 

In discussion the following points were raised: 
(a) The Chancellor of the Duchy of Lancaster said that he did 

not disagree with the action proposed but he thought the Cabinet 
should be aware of the considerable volume of ill-informed opposition 
which it would be likely to attract. 

(b) It could be argued that in the long run it might be better to 
introduce legislation straight away than to leave it until a challenge 
succeeded in the courts. It was the general view of the Cabinet, 
however, that legislation should not be embarked upon until the need 
for it had become clear; a challenge in the courts might well fail. 
Local health authorities and water undertakers would be given an 
indemnity in respect of costs, direct or consequential, incurred in 
court action. 

(c) A number of local health authorities would be ready to start 
adding fluoride as soon as any encouragement was given by the 
Government. The representative bodies in the water industry should, 
however, be consulted before any announcement was made. 

The Cabinet— 
Invited the Secretary of State for Scotland and the Minister 
of Health to arrange for an announcement, on the lines 
described in C. (62) 198, about the addition of fluoride to 
water supplies. 
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8. The Prime Minister said that the Cabinet would now have 
seen the paper (C. (62) 201) in which he had circulated for their 
information a copy of the minute which he had addressed to the 
Chancellor of the Exchequer and to the Home Secretary. Following 
the earlier discussion in Cabinet he had given some thought to the 
machinery for pressing ahead with the formulation of Government 
policy for the modernisation of Britain, for giving proper weight to 
its short and long-term aspects, and for ensuring consistency of 
purpose. He had decided that, while it would be right to entrust 
the bulk of the necessary preparatory work to the Economic Policy 
Committee and to the Population and Employment Committee 
respectively, it would be helpful if he himself were to review progress 
at regular intervals with the Chairmen of these two Committees and 
with any other Ministers immediately concerned in proposals under 
discussion. It would of course be necessary to bring major proposals 
before the Cabinet for decision but, by following the procedure he 
h a d described, he hoped to do so in a more co-ordinated and 
constructive way than would otherwise have been possible. 

The Prime Minister said that he had formed the view that it 
would in principle be desirable in future to confine Cabinet meetings 
to one a week—normally on Thursday morning. To make this 
possible and to secure the relief to Ministers which he hoped might 
result, it would be necessary to despatch as much Government 
business as possible in the main Cabinet Committees—particularly 
the Home Affairs Committee and the Economic Policy Committee. 
H e hoped that the Chairmen of these Committees would make every 
effort to avoid reference to Cabinet of questions on which their 
Committees had initially failed to reach agreement. He recognised 
that it would not always be possible to despatch in a single meeting 
each week all the business that was worthy of the Cabinefs attention, 
particularly in the periods of greatest pressure immediately before 
Christmas and the summer recess. Nevertheless, if a single weekly 
meeting for routine Cabinet business could become the rule rather 
than the exception, he felt that it would be of help to Ministers in 
the conduct of the business of their own Departments. It would also 
make time available for occasional special meetings of the Cabinet 
to discuss a single question of major policy, and thus help to secure 
the full exchange of views which was always desirable, but was so 
often difficult to secure when there were many items of business to 
be dealt with. 

The Cabinet-
Took note with approval of these statements by the Prime 
Minister. 

9. The Lord Privy Seal said that in the resumed Ministerial 
discussions in which he would take part in Brussels during the 
following two weeks the main subjects would be domestic agriculture 
and the European Free Trade Association (EFTA). 

On domestic agriculture, it had already been made clear to the 
 Six that it would not be possible to accept their proposal that the 

 United Kingdom system of deficiency payments should be replaced, 
 immediately on our entry into the Community, by a system of 

consumer or producer subsidies. It was not yet clear what conclusions 
had been reached in discussions among the Six on the previous day, 
but he understood that the Commission, who had previously been 
in agreement with the French in refusing to concede continuance of 
deficiency payments, were showing more flexibility; and the French 
themselves might now be expected to be more accommodating. 

It would be necessary to remove misunderstandings which had 
arisen about Article 234 of the Treaty of Rome (on obligations 



incurred prior to membership) and our obligations under the ETTA 
Convention. The French had sought to interpret the latter as 
requiring us to give a year's notice of termination before our entry 
into the Community. The negotiations for associating the three 
neutral members of EFTA with the Community could not be 
concluded a year before 1st January, 1964, which was the date of 
entry towards which we had been working. Discussions on these 
matters had aroused anxieties among our partners in EFTA. But 
the question of a year's notice should not arise if it were possible to 
agree special interim arrangements between the enlarged Community 
and those members of E F T A who had not concluded their 
negotiations in time to become formally associated with the 
Community at the same time as we entered it. 

More generally, it had become evident that little progress could 
be expected in the Brussels negotiations until the series of meetings 
which would begin on 14th January. The French had accepted a 
proposal made by the Belgian Prime Minister, M. Spaak, that, if 
necessary, there should then be a long Ministerial meeting; and, 
although they had not accepted his further suggestion that the 
negotiations should be concluded in that series of meetings, there was 
every hope of substantial progress being made. It had always been 
accepted that the issues which presented difficulty would not be 
resolved until the negotiating Ministers could have the whole range 
of problems before them. 

The First Secretary of State said that the Common Market 
Negotiations Committee had taken the view at their meeting on the 
previous day that any system of consumer subsidies would be 
unacceptable and that means would have to be found to enable the 
system of deficiency payments to continue at least for some time after 
the United Kingdom joined the Community. 

The Cabinet— 
Took note of these statements by the Lord Privy Seal and the 
First Secretary of State. 

Cabinet Office, S.W. 1, 
6th December. 1962. 
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1. The Cabinet had before them a memorandum by the 
Foreign Secretary (C. (62) 204) about recent developments in the 
Congo and the possible courses of action now open to the 
Government and a memorandum by the President of the Board of 
Trade (C. (62) 205) on the practical implications of an international 
embargo on purchases of Katangan copper. 

The Foreign Secretary said that the two main issues in dispute 
between the Prime Minister of the Central Government, Mr. Adoula, 
and the Prime Minister of Katanga, Mr. Tshombe, were the division 
of revenues between the Central Government and Katanga and the 
Constitution. He had in his memorandum suggested that the 
Government might usefully take the initiative in pressing for 
mediation on both issues; by the International Monetary Fund for 
the division of the revenues and by some independent and respected 
African statesman, perhaps the Prime Minister of Nigeria, for the 
Constitution. He had also set out the implications of various other 
possible developments; in particular the imposition of sanctions on 
Katangan copper either by an embargo or by physical interruption 
of supply and the withdrawal of the United Nations from the Congo 
altogether. There had, however, been fresh developments over the 
week-end. It had earlier been proposed that Mr. Adoula should 
come to the United Nations Headquarters in New York to discuss 
a possible settlement which Mr. Tshombe would subsequently have 
been told to accept. Mr. Adoula had, however, refused the 
invitation. The Secretary-General of the United Nations, U Thant , 
had proposed over the week-end to invite the United Kingdom 
Government, and also the Governments of Belgium, Portugal and 
South Africa to co-operate in imposing physical restrictions on the 
export of Katangan copper through Northern Rhodesia or through 
Angola. He had with difficulty been persuaded not to send such a 
letter at the present time, but might well do so before long. A further 
letter asking all member countries of the United Nations to stop 
buying Katangan copper was also in prospect. Finally, the Prime 
Minister of Belgium, M. Spaak, in the light both of Mr. Adoula's 
refusal to come to New York and of the evidently increasing 
determination of U Thant to proceed with the imposition of 
sanctions on Katanga, had despatched an emissary to the Congo in 
a final effort to obtain by negotiation an agreement on the division 
of the revenues. He had proposed as the basis of this agreement 
that 40 per cent of the revenues should be retained by Union Miniere 
and that the remaining 60 per cent should be divided equally between 
the Central Government and Katanga. This was by no means an 
unreasonable division and there was a chance that it might be 
accepted. 

The Prime Minister said that the situation in the Congo might 
develop rapidly during the period of the Christmas recess when for 
practical reasons it would be difficult to arrange for further meetings 
of the Cabinet. It would be helpful to himself and to the Foreign 
Secretary to consider at their present meeting the attitude which 
should be taken to the major issues which might come up for early 
decision. 

It appeared to him that three such issues could be identified with 
some confidence; first, a formal request to the Government to join in 
blocking exports of copper from Katanga by such physical means 
as might be available to them or over which they might have control: 
secondly, a request to support an international embargo on purchases 
of Katangan copper; thirdly, a resolution which might be brought 
before the Security Council calling for the adoption of stronger 
measures bv the United Nations. 



In discussion the following points were made : 
(a) A request to block Katangan exports by physical means 

would raise both legal and practical difficulties. The first legal 
difficulty was a serious doubt whether the United Nations authorities 
were entitled to make such a request within the terms of the existing 
resolutions covering their intervention in the Congo. U Thant 
maintained that the prevention of Katangan exports amounted to no 
more than giving the Central Government support in seeing that 
their own laws were respected; but even this was bound to raise 
doubts, since it would involve the United Nations in physical 
measures directed to the support of a central government against a 
recalcitrant province; in other words interference in a matter of 
internal jurisdiction. This could not be justified either by the terms 
of the United Nations Charter or by the terms of the resolutions 
covering operations in the Congo. The second legal difficulty was 
that the Government had no power to control the actions of the 
Federal Government of Rhodesia and Nyasaland in questions of 
transport, and the only way of preventing the export of Katangan 
copper through Rhodesia would be by blocking the road and rail 
routes. The practical difficulties were equally serious. Not only 
was it unlikely that the Portuguese Government would co-operate 
with blockade measures of this kind, but many Katangan exports 
were less bulky than copper and could be smuggled out without 
great difficulty. On balance, and in spite of the danger that if the 
United Nations intervention in the Congo ended in failure some 
part at least of the blame might be laid at our door, the general 
view of the Cabinet was that a request to the Government to 
co-operate in blocking Katangan exports by physical means should 
be rejected. 

(b) A request to stop buying Katangan copper should also be 
rejected. The Government were in principle opposed to sanctions 
because of the danger that they might lead to further outbreaks of 
fighting, because of doubts about their legal justification and because 
of the political objections which would be raised against them in this 
country. The proper course seemed to be that suggested by the 
Foreign Secretary, namely to maintain United Kingdom purchases 
of Katangan copper at the average level of the last few years. There 
should be no attempt to take advantage of the situation in order to 
strengthen the international position of the London copper market. 
The maintainence of our purchases at their present level would have 
little practical effect on the situation either way, since they amounted 
to an insignificant proportion of Katanga's total production. 

(c) It was difficult to decide what attitude the Government should 
take if the Security Council were asked to approve a resolution 
authorising stronger measures by the United Nations until the terms 
of such a resolution were known and could be studied in detail. In 
favour of abstaining when the resolution was put to the vote, it could 
be argued that this would better serve our interests than a veto, 
since it would make clear our dislike for measures of coercion but 
would not have the effect of transferring the debate to the General 
Assembly. It was likely that a resolution authorising stronger 
measures against Katanga would command a larger majority in the 
General Assembly than in the Security Council. In favour of a 
veto it could be argued that it would set the Governments view 
beyond any possible doubt, particularly to public opinion in this 
country, that it would have the political merit of demonstrating that 
the Government had the courage of their convictions, and that it 
might make it easier for them to resist requests to give further 
financial support to future United Nations operations in the Congo. 
The Government were already being pressed for such contributions: 
and in existing circumstances, and more particularly in the light of 
the recent judgment of the International Court on the subject they 
might have considerable difficulty in resisting them. It should not 



be forgotten in this context that the United Nations might at some 
later stage seek to impose sanctions on Southern Rhodesia and South 
Africa; and this was an added reason for taking the strongest possible 
line against the imposition of sanctions on Katanga. 

In further discussion it was noted that the effects of a United 
Nations withdrawal from the Congo could not be accurately assessed 
in advance. It was possible that the Soviet Government might move 
into the vacuum thus created, and it could not be doubted that the 
successful establishment of a government of the Congo aligned with 
the Soviet bloc could have grave and far-reaching consequences in 
other parts of Africa. But, if such a development were to take place 
while Katanga still maintained its independence, it would not be 
easy for the Soviet Government to establish an effective 
administration. The Congo was about the size of Europe and 
Katanga itself about the size of Spain; in seeking to administer 
such a territory and perhaps to subdue Katanga by force the Soviet 
Government would be taking on a formidable economic and military 
burden and might not be prepared or able to do so. It was, however, 
equally possible that even if the United Nations succeeded in 
integrating Katanga with the rest of the Congo Mr. Adoula might still 
fall from power and might be replaced by other leaders, for example 
the former head of the Stanleyville Government, Mr. Gizenga, who 
were more under Soviet influence. In this event, the opportunities 
open to the Soviet Government would be considerably greater. It 
could indeed be argued on this basis that Mr. Tshombe himself 
should be pressing for the retention of a United Nations presence in 
the Congo both as a guarantee against extreme measures by a Soviet
dominated central government and as some protection against the 
effects of a relapse into chaos in the rest of the Congo. The Foreign 
Secretary had indeed made use of this argument in a recent message 
to Mr. Tshombe urging him to accept a division of the revenues on 
the basis now proposed by M. Spaak. At some stage it might be 
necessary to give thought to the suggestion that, as an alternative to 
a total United Nations withdrawal, and in default of an agreement on 
a recourse to arbitration on the lines which the Government had 
already suggested, the United Nations operations in the Congo should 
concentrate exclusively on economic development and support. So 
long as the United Nations was physically present in the Congo it 
was unlikely that the Soviet Government would attempt military 
intervention on any significant scale. 

Summing up the Prime Minister said that it should not be 
forgotten that the Government had originally supported United 
Nations intervention in the Congo in order to prevent Soviet 
domination of the country; to that extent they must share some of 
the responsibility for subsequent developments. The Cabinefs 
discussion had shown clearly the difficulties which would be involved 
in associating the Government in any way with United Nations action 
designed to coerce the Government of Katanga. But here again it 
should be remembered that the Government had prevented the 
secession of Buganda from the rest of Uganda; the circumstances 
were not identical but the points of difference might not be generally 
appreciated. Nevertheless, on balance it would clearly be right for 
the Government to refuse to participate actively in an international 
embargo on purchases of Katangan copper or in physical measures 
designed to the same end. Their attitude should not, however, be 
wholly negative; they should continue to press for a settlement by 
negotiation, to keep alive the idea of arbitration which had much to 
commend it and had not as yet been given a fair hearing, and to 
reserve their attitude to any further resolution which might be 
brought before the Security Council. 



The Cabinet— 
(1) Agreed that the Government should reject any request which 

might be made to them to participate in measures 
designed to prevent by physical means the passage of 
exports from Katanga. 

(2) Agreed that in the	 event of a request to place an embargo 
on purchases of Katangan copper the Government should 
maintain purchases in this country at the average level 
of the last few years. 

(3) Took note that, if a resolution calling for stronger	 measures 
against Katanga were submitted to the Security Council 
of the United Nations in the near future, the Prime 
Minister and the Foreign Secretary would frame the 
instructions to the United Kingdom Representative on the 
Security Council after study of the terms of the resolution 
and in the light of the points made in the Cabinet 's 
discussion. 

2. The Cabinet had before them a memorandum by the 
Postmaster-General (C. (62) 190) explaining how the net assets of 
the Post Office had been assessed and containing revised proposals 
for increased tariffs. 

The Prime Minister recalled that in their previous discussion the 
Cabinet had attached importance to the calculations underlying the 
financial target to be aimed at by the Post Office. Annex A to 
C. (62) 190 showed that at the end of the last financial year the 
capital employed was £1,028 million, of which £197 million was 
financed from internal sources and £831 million from Exchequer 
borrowing. The fixed assets amounted to £950 million and the 
figure of net assets, on which the return was calculated, was the 
value of the fixed assets, less historical depreciation; the return was 
the percentage profit, before interest on capital and before 
supplementary depreciation. On this basis of calculation the return 
appeared likely to average a little over 7 per cent over the past 
few years and the next two years. The main point for the Cabinet 
to consider was whether, bearing in mind the improvement which 
was to be expected in the level of Post Office business and the 
importance of keeping down borrowings from the Exchequer, it 
would be desirable to increase Post Office charges, either now or in 
the near future. 

In discussion the following points were raised: 
(a) In view of the substantial increases in estimates which seemed 

likely for the coming financial year, it was particularly important 
that the affairs of the nationalised industries should be so conducted 
that their demands on the Exchequer were kept to a minimum. The 
success of the electricity industry in financing a good proportion of 
its investment from internal resources would be a material help, 
but any sign of willingness on the part of the Government to 
acquiesce in reduced returns from the Post Office (which was the one 
nationalised industry under the direct control of a Minister) would 
be ill-received by the others, particularly by the electricity industry 
itself. 

(b) It could be argued that as any increases in Post Office charges 
would be unpopular, however selectively they might be applied, 
there would be advantage in making the increases as substantial as 
the situation required. On the other hand, the revised proposals set 
out in Annex B to C. (62) 190 were much less objectionable than the 
original proposals, which would have imposed substantial increased 
charges for local telephone calls and for small parcels. These revised 
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proposals would increase Post Office borrowings from the Exchequer 
by about £8 million in the following year, but it would be reasonable, 
in view of the difficulty of estimating the effect for the Post Office 
of an improved level of business activity, to adopt them in substance 
without reducing the capital investment programme of the Post 
Office. 

(c) Although the public might be expecting some early increase 
in Post Office charges, it would be inappropriate to announce 
increases at this time of year. The occasion for deciding for or 
against increases at this stage arose because of the need to settle 
the investment programme, but it was not strictly necessary to give 
immediate effect to any changes which might be decided upon. It 
would be preferable to make such changes at or about the time of 
the Budget, when it should be possible to avoid laying stress on 
investment considerations and to present the increases—which were 
small in relation to the annual income of the Post Office—as being 
required by normal commercial practice. There was some risk that 
increases made at the time of the Budget would be regarded as a 
form of taxation, but this risk could be minimised by making the 
announcement shortly before the Budget statement, or when the 
Estimates were presented. 

(ft) Deferment of any announcement would enable further 
consideration to be given to the details of the increases proposed. 
It was noted that a substantial part of the increased revenue to be 
raised was attributable to the proposal to alter the basic time for 
Subscriber Trunk Dialling (S.T.D.) local calls from three to six 
minutes and that, under the revised proposals, non-S.T.D. trunk 
calls would produce £2-2 million more than under the original 
proposals. Further consideration should, in particular, be given to 
the proposal (which would be the subject of consultation with other 
Commonwealth Governments) to treble the Commonwealth Penny 
Press Rate, and to the possibility that other telegram charges could 
be adjusted to allow the first few words of a message to be sent at the 
existing rate. 

The Cabinet— 
(1) Agreed that	 an increase in Post Office tariffs to bring in at 

least £15 million more revenue in a full year should be 
announced in the context of the next Budget. 

(2) Agreed	 that the announcement to be made at that stage 
should present the increased charges as required in the 
normal course of Post Office business and should not be 
related to the Governments policy on capital investment 
and return. 

(3) Invited	 the Postmaster-General, in consultation with the 
Chancellor of the Exchequer, to consider further in the 
light of the Cabine ts discussion the precise means by 
which the increased revenue should be secured. 

3. The Minister of Transport said that in recent years the road 
accident rate at Christmas had been so high, particularly on 
unrestricted roads, that he was already under pressure to include the 
imposition of a general speed limit in the safety campaign he 
proposed to launch this Christmas. After examining the result of 
an experiment in Sweden and consulting a number of public bodies, 
including the British Medical Association, the Royal Society for 
Prevention of Accidents and the Associations of Local Authorities, 
he had come to the conclusion that it would be.appropriate, to impose 
a 50 m.p.h. limit during the hours of darkness for a few days before 



and after Christmas on all roads (except motorways) which were not 
at present subject to speed limits. This proposal, to which effect 
could be given by an Order under Section 13 of the Road Traffic Act, 
1962, had been considered by the Home Affairs Committee but had 
not been authorised, partly because of the difficulty of enforcing a 
temporary limit. Subsequent discussions, including further 
discussions with the Road Research Laboratory and Chief Officers of 
Police, had convinced him both of the importance of checking 
accidents due to speeding and of the determination of the police 
to do their best to meet the admitted difficulties of enforcement. 
Imposition of a speed limit would be fully supported by a wide 
range of influential organisations and he believed that the 
Government would be open to severe criticism if they were not seen 
to be doing everything possible to reduce road accidents at 
Christmas. 

In discussion the following points were raised: 
(a) Those Ministers who had felt that no temporary speed limit 

should be imposed had been influenced by the thought that most of 
the accidents at Christmas probably occurred on roads in urban areas 
to which a lower speed limit already applied. The proposed 
temporary limit would cause irritation to drivers on deserted country 
roads ; it could be promulgated only through public announcements 
and not by alteration of signs, and the difficulties of enforcement 
would increase the contempt with which existing speed limits were 
treated. This would bring the law into further disrepute and it could 
be argued that more lives would be saved by firm enforcement of 
the existing restrictions than by adding a new one. 

(b) Statistics showed that while the Christmas accident rate for 
pedestrians was high in urban areas, accidents to the occupants of 
cars were much more common on unrestricted roads. This 
suggested that speed was a serious contributory factor in an 
important category of accidents. 

(c) In Scotland the number of accidents at Christmas was small 
and it would be difficult on present evidence to justify imposition of 
a limit: if one were imposed it would have to be extended to cover 
the first day or two of January. A time might come, however, when 
action would be required and it would then be valuable to have the 
results of an experimental limit over the Christmas period in England 
and Wales. 

(d) The police could not be expected to promise more than 
that they would do their best to enforce the proposed limit. There 
should be no suggestion that in practice they would do less than 
that or that imposition of the limit would be treated as a form of 
psychological exercise. The limit should be presented as a desirable 
experimental measure which would be firmly enforced. 

Summing up the Prime Minister said that the general view of the 
Cabinet was that no great harm would be done if the experiment 
were not successful while much good would result if it succeeded. 
There was widespread concern about accidents at Christmas, and 
failure on the part of the Government to carry out the experiment 
might lead to damaging criticism. On balance, and notwithstanding 
the difficulties which had been mentioned, it would be desirable that 
the experiment should be authorised. 

The C a b i n e t -
Approved the proposal of the Minister of Transport for a 
temporary speed limit during the Christmas period. 
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Bahamas 1. The Cabinet invited the First Secretary of State to send to 
Meeting, the p  i e Minister on their behalf a message of encouragement and r m 

December, 1962 S U p p 0 r ( ; j  h j  current discussions with the President of the United 
States. 

n s

Parliament 2. The Cabinet were informed of the business to be taken in 
the House of Commons in the first week after the Adjournment. 

Public ^ 3. The Cabinet had before them a memorandum by the 
Expenditure Chancellor of the Exchequer and the Chief Secretary, Treasury 
(Previous, (C. (62) 206) showing the total amount of Departmental Estimates 
Reference: fqr 1963-64 and proposing measures for controlling the increase of 
C C . (62) 52nd public expenditure. 

Conclusions, 

Minute 5) The Chancellor of the Exchequer said that the increase in the 


total amount of public expenditure, which had been over 8 per cent 
for 1962-63 and would be over 10 per cent in 1963-64, was 
unprecedented. Considered as a percentage of the gross national 
product, the increase to 23-8 per cent was no less alarming. In view 
of the immediate problems caused by the temporarily high level of 
unemployment in the country he was not proposing to ask his 
colleagues for drastic reductions in the Estimates for 1963-64, bu t 
this meant that the financial situation of the country in 1964 would 
be very dangerous. The current rate of increase in public 
expenditure was entirely out of proportion with any possible increase 
in the national income. 

The Chief Secretary, Treasury, drew attention to the central 
recommendation of Lord Plowden's Committee on the Control of 
Public Expenditure, viz., that major decisions of policy should only 
be taken in the light of the fullest available information of the 
national resources and the various competing demands upon them. 
In accordance with this recommendation, the Defence Budget and 
the finances of the National Health Service had already been made 
subject to a general rule whereby increases in Estimates were judged 
against a previously approved annual rate of expansion, based upon 
detailed annual costings of Departmental programmes. It was 
proposed to extend this form of financial control to cover a wide 
range of services for which other Ministers were responsible. It was 
not claimed that this technique afforded a water-tight system of 
financial control, but it should greatly improve the completeness of 
the criteria upon which such special cases as Ministers might wish 
to bring before the Cabinet might be judged. If the new system of 
control was to be effective in time for the 1964-65 Estimates, it ought 
to be introduced now. 

For the Estimates for 1963-64, it was accepted that major 
economies could not now be made : he was, however, asking 
Ministers to agree to accept the highest practicable measure of 
compression, which might be interpreted as implying strict financial 
restraint in the application of approved policies and the subjection 
of Estimates to the closest possible scrutiny in detail. 

In discussion the following points were made : 
(a) The Chancellor of the Duchy of Lancaster drew attention to 

the number of publicly-announced measures of limitation on 
Government expenditure which had in recent years proved to be 
unenforceable. He considered that the proposals in C. (62) 206 
tended to increase the restrictive power of the Treasury while 
degrading the function of the Cabinet in the determination of public 
policy. While the steadily increasing level of public expenditure 
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could be justified by reference to accepted social principles, the 
failure of the Government to ensure a corresponding increase in 
revenues was the more significant aspect of the present situation. In 
his view, public opinion was ready to accept an increase in the 
proportion of the gross national product taken up by public 
expenditure, and the consequent high level of taxation. 

(b) Other Ministers, while expressing sympathy with some of the 
views expressed by the Chancellor of the Duchy of Lancaster, 
considered that the adoption of the technique recommended by the 
Plowden Committee would be much less dangerous if (as was 
intended) the predicted annual rates of expansion in the various 
sectors of Government expenditure were not announced. They 
were ready to accept the Committee's recommendation that major 
decisions should only be taken in the light of the best available 
knowledge of the Governments commitments and resources. The 
technique had proved its value in application to the Defence Budget 
and to the finances of the National Health Service, and was suitable 
for extension to a variety of other services, although in some cases, 
for instance foreign aid, it would be impossible to lay down in 
advance any particular rate of growth. It was essential that the 
determination of an average annual rate of expansion should take 
full account of the special factors in each case, and that Ministers 
should remain free to bring before their colleagues the arguments for 
exceptional expenditure to meet a wide range of unforeseen 
circumstances. 

(c) Several Ministers drew attention to the dangers involved in 
the process of compressing the Estimates for 1962-63: reductions 
in the amounts to be made available for small and apparently 
insignificant services might have disproportionate effects and lead to 
serious criticism. 

(d) The Chancellor of the Exchequer explained that measures 
approved for the purpose of reflating the economy in present 
circumstances would do more harm than good if their effects were 
allowed to persist into the period after 1963 when it must be 
expected that the economy would again be buoyant. Without 
wishing to insist on the termination of all such expenditure before 
the end of the calendar year 1963, he must stress the importance of 
ensuring that all such measures were restricted to the short term. 

Summing up the discussion the First Secretary of State said that 
there appeared to be a wide measure of agreement that the methods 
of financial control recommended by Lord Plowden's Committee on 
the Control of Public Expenditure should be applied to Depart
mental Estimates more widely than hitherto. Average annual rates 
of expansion should be calculated with the fullest regard to the 
special circumstances of the various Departments and should in no 
case be made public. The Chancellor of the Exchequer had agreed 
that there must be some measure of elasticity in the interpretation of 
the system. 

The Cabinet— 
Approved the proposals in C. (62) 206. 

 4. The Cabinet had before them a memorandum by the Chief 
 Secretary, Treasury (C. (62) 207) about the declared intention of 

 Messrs. Stewarts and Lloyds to acquire control of the Whitehead 
 I ron and Steel Company. 

The Chief Secretary, Treasury, informed the Cabinet that, 
 according to the advice he had received, Messrs. Stewarts and Lloyds 

would almost certainly succeed in their attempt to take over the 
Whitehead Iron and Steel Company unless Messrs. Richard Thomas 
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and Baldwins (R.T.B.) were allowed to make a counter-bid. If the 
original bid succeeded the financial loss to R.T.B. would be severe, 
and the Government would be subject to criticism for allowing this 
publicly-owned company to lose money. There would also be a 
considerable measure of consequential unemployment among 
R.T.B's. workpeople in West Wales and in Nor th Lincolnshire, which 
would give rise to further criticism. It was possible, though not 
certain, that some satisfactory compromise could be reached with 
Messrs. Stewarts and Lloyds if R.T.B. were able to make a counter
offer for Whitehead Iron and Steel. Such an offer, if it were 
accepted, would cost about £5^ million. In this case, besides protect
ing the interests of the nationalised company, the Government would 
have secured the assets of Whitehead Iron and Steel: the transaction 
could on balance b e regarded as reasonably profitable. This course 
of action would, however, lay the Government open to the criticism 
that it was re-nationalising Whiteheads, contrary to their general 
policy of de-nationalising the steel industry. 

In the course of disussion some Ministers suggested that it might 
still be possible for R.T.B. and Whiteheads to reach an agreement 
which would have the effect of safeguarding R.T.B. against the more 
damaging effects of a takeover of Whiteheads by Stewarts and 
Lloyds. It was also suggested that the broader economic interests 
of the industry might be at least as well served by Stewarts and 
Lloyds taking over Whiteheads as by the continuance of the existing 
relationship between Whiteheads and R.T.B. 

Nevertheless, Ministers considered that there could be no 
justification for denying to R.T.B. the freedom to defend themselves 
in the way in which any independent company in their position 
would do, namely, by making a competitive counter-offer for control 
of Whiteheads. Once R.T.B. had been empowered to proceed in 
this way it seemed likely that Stewarts and Lloyds would either 
withdraw from the field or agree to compromise. 

I t was certain that a Government decision to support R.T.B. in 
this way would quickly become knov/n: it would therefore be 
necessary to defend this course of action even in the event of a 
compromise solution. 

The Cabinet— 
(1) Agreed	 that efforts should be made to prevent Messrs. 

Stewarts and Lloyds from acquiring control of the 
Whitehead Iron and Steel Company. 

(2) For	 this purpose authorised the Chief Secretary, Treasury, 
and the Minister of Power to empower Messrs. Richard 
Thomas and Baldwins to make a competitive offer for 
the Whitehead shares. 

5. The First Secretary of State said that as agreed by the 
Cabinet in earlier discussion he had made a statement in the House 
of Commons on the preceding day acknowledging Nyasaland's right 
to withdraw from the present Federation in Central Africa. A 
similar statement had been made in the House of Lords by the Lord 
Chancellor. At the same time the Federal Prime Minister, Sir Roy 
Welensky, had published a White Paper dealing with the 
negotiations which had led u p to the present position. In breach of 
all precedent and of the normal rules governing relations between 
Governments this White Paper contained what purported to be 
accounts of confidential discussions between Sir Roy Welensky and 



himself both in London and in Salisbury. He had not himself been 
consulted before the publication of the White Paper nor had his 
agreement been sought to the disclosures. He would be grateful for 
the support of his colleagues in making a strong formal protest to 
the Federal Government. This would not, however, dispose of the 
main problem. In the light of their failure to obtain a last-minute 
postponement of the statement about Nyasaland's right to secede 
Sir Roy Welensky had alleged, both in his own Parliament and 
through intermediaries in London, that the United Kingdom 
Government had been guilty of a serious breach of faith; specifically 
that in the course of the Lancaster House Conference in 1953 the 
Government had undertaken not to allow any territory to secede 
from the Federation without the agreement of all the Governments 
concerned. The proceedings of the Lancaster House Conference of 
1953 had been quoted by Sir Roy Welensky and he was himself due 
to answer a Question in Parliament that day asking whether the 
Government would publish the relevant documents in full. He 
would be grateful for the advice of the Cabinet on the form of his 
reply. It would not in the time available be possible to publish a 
White Paper ; on the other hand publication of the documents 
without explanation might tend to confirm the impression that some 
kind of pledge or undertaking had been given. 

In discussion the following points were m a d e : 
(a) There would be some advantage in refusing to con

template publication of any of the documents concerned on the 
ground that this would constitute an intolerable breach of the 
recognised conventions. It could be said that Sir Roy Welensky had 
himself been guilty of such a breach by making public confidential 
documents and discussions out of context and in such a way as to 
create a misleading impression; and that the Government were 
determined not to make matters worse by following suit. 

(b) On the other hand such a course might serve to deepen 
suspicion that the documents were damaging to the Governments 
case. The Government had never given any pledge not to legislate 
for changes in the structure of the Federation without the consent 
of the Federal Government. There was a clear distinction to be 
drawn between the inalienable right of the Government to take 
legislative action, on which no kind of pledge had ever been given 
and the desirability of agreement on the need to take such action on 
which certain undertakings had been given. It might be desirable 
to explain this more clearly at some later stage with the support of 
the relevant documents, and it would therefore be advisable to keep 
open the possibility of publication at this stage. The consent of the 
other parties concerned would of course be needed. 

Summing up, the First Secretary of State said that it would be 
undesirable to reopen that day the question of the pledge which he 
had dealt with on the preceding day. He would prefer to confine 
his answer strictly to the terms of the Question put to him, i.e., to 
the publication of the relevant documents. In the light of the 
Cabine t s discussion he would propose to say in his reply that it 
would be important to respect the confidential nature of the 
documents and that he would also need to consider the position of 
the other parties concerned. 

The Cabinet— 
(1) Authorised	 the First Secretary of State to send a formal 

protest to the Federal Government of Rhodesia and 
Nyasaland about the publication of a White Paper 
containing material confidential to the two Governments 
concerned without the agreement of the United Kingdom 
Government. 



(2) Took	 note that the First Secretary of State would reply on 
the lines indicated in his summing up to a Parliamentary 
Question asking whether the Government would 
publish the documents which had been referred to by the 
Federal Prime Minister. 

6. The Minister of State for Foreign Affairs recalled to the 
Cabinet that at their earlier discussion the Foreign Secretary had 
described the events leading to the mission of M. Dubuisson, the 
Rector of Liege University, to Katanga to persuade the Prime 
Minister of Katanga, Mr. Tshombe, to agree voluntarily to some 
acceptable division of the Katangan revenues. Mr. Tshombe had 
now offered such an agreement, and in spite of his mistrust of the 
Congolese Monetary Council had undertaken to pay to the Council 
the whole of the revenues which he was at present receiving, on the 
understanding that the Council would repay to the Union Miniere 
sufficient sums for the conduct of their commercial operations and 
that half the balance, within defined limits, would be repaid to 
Katanga. This offer now presented the only basis on which 
agreement by negotiation might still be reached. The hope was 
slender, because on all evidence relations between Katanga and the 
Central Government of the Congo were now close to breaking 
point. The Katangan Government were more than ever determined 
on de facto secession and the Central Government were equally 
determined to incorporate Katanga in the rest of the Congo. The 
Prime Minister of the Central Government, Mr. Adoula, was 
convinced that before long the Uni ted Nations, with the support of 
the United States, would have recourse to sanctions in his suppor t : 
it was disquieting that the United States Government were taking 
steps to supply the United Nations forces in the Congo with more 
transport aircraft and were prepared to make good deficiencies in 
their equipment. The Union Miniere were also being obstructive, 
and the Belgian Government were bringing pressure to bear on them. 
Failing agreement on the basis of Mr. Tshombe's offer the best hope 
probably lay in a protraction of negotiations to the point at which 
financial pressure would cause the United Nations to withdraw 
before hostilities had actually broken out. 

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

The Minister of State for Foreign Affairs said that the United 
States Government had now announced their intention to recognise 
the Republican Government of the Yemen. Their main reason for 
doing so had been the fear that continued support to the royalists by 
the present Government of Jordan and Saudi Arabia might have led 
to popular revolutions in those countries also. The United Arab 
Republic had agreed to withdraw their forces from the Yemen if 
foreign intervention ceased. It was, however, doubtful if President 
Nasser could afford to withdraw in present circumstances; he was 
deeply committed to ensuring the success of the republicans and 
present evidence seemed to show that without Egyptian support they 
would not be able to maintain their present hold on the more settled 
and populated parts of the country. 

Our own attitude was complicated by the effect which 
recognition of the republican regime would have on our supporters 
in Aden. The Foreign Secretary would wish to review the postion 
on his return. One possible course would be to defer recognition 
until such time as the Egyptian forces had actually withdrawn. In 



the meantime, the Egyptians were bombing undefended villages in 
the Yemen with aircraft based on Cairo. In other circumstances 
such conduct would have called forth public denunciation and 
protest, and our friends in the Middle East found it difficult to 
interpret our silence. 

The Cabinet-— 
(2) Took note of this statement. 

Cabinet Office, S.W.1, 
20th December, 1962. 
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*The Cabinet had before them four telegrams from the Prime 
Minister (Nassau telegrams Nos. Codel 16, 17, 18 and 24 of 
20th December, 1962) on the action to be taken following the decision 
of the President of the United States to cancel plans for the 
development of the airborne ballistic missile SKYBOLT for use by 
the United States. The action proposed included the provision of 
POLARIS missiles to be carried in United Kingdom submarines. 
The Prime Minister had asked for the advice of the Cabinet on the 
question whether the terms of a proposed joint statement in his own 
name and that of the President were acceptable. 

The First Secretary of State drew attention to the principal 
differences between the United States draft in telegram No. Codel 16 
and the subsequent joint draft in telegram No. Codel 18 which had 
been elaborated in further discussion on 20th December and on 
which the advice of the Cabinet was now sought. It was clear that 
a great deal had been achieved by the Prime Minister and his 
colleagues in Nassau in persuading the President to move away from 
the original United States positions. Whereas the United States 
draft would have committed the United Kingdom Government to 
" an agreement to meet their N A T O non-nuclear force goals at the 
agreed N A T O s t anda rds" , the latest draft referred only to 
" agreement on the importance of increasing the effectiveness of their 
conventional forces" . Again, the latest draft included a new 
provision that our strategic nuclear forces would be used for " the 
international defence of the Western Alliance in all circumstances 
except where Her Majesty's Government may decide that the 
supreme national interests are at stake ". The Prime Minister had 
particularly directed attention (in telegram N o . Codel 24) to these 
words, which had the effect of giving us the sole right of decision on 
the use of our strategic nuclear forces, and had asked whether the 
Cabinet endorsed the view, which he shared with the Foreign 
Secretary, the Commonwealth Secretary and the Minister of Defence, 
that these words could be publicly defended as maintaining an 
independent United Kingdom contribution to the nuclear deterrent. 

The Cabinet accordingly considered first the wording of this 
passage in the statement. There was some doubt whether, as it 
stood, the exception would be generally interpreted as allowing Her 
Majesty's Government to use United Kingdom strategic forces in 
circumstances not involving the defence of the Western Alliance, or 
whether it would be taken to mean only that the Government could 
decline to use those forces in particular circumstances involving the 
interests of the Alliance. It was clear that the Prime Minister 
intended the exception to cover both cases. If he were free to make 
this interpretation public, with the consent of the President, this 
would safeguard the principle of independence; but there would be 
advantage in clarifying the terms of the statement and removing the 
ambiguity, if this could be done without jeopardising United States 
agreement to the other features of the arrangement proposed. This 
was especially important in view of Western European opinion. We 
might easily suffer from the growth of a suspicion that our military 
independnce was, or might be, less secure than, for example, that of 
the French. Again, as no early opportunity could be found for 
Parliamentary discussion of the joint statement, this was an 
additional reason for seeking to ensure that the terms of the 
statement itself were free from doubt. In any case some public 
explanation would be called for before Parliament reassembled. An 
alternative form of words was suggested, emphasising first the right of 
Her Majesty's Government to act in accordance with the supreme 
national interest, subject to which United Kingdom strategic nuclear 
forces would only be used in defence of the Alliance. 



While Ministers were agreed upon the value to this country of 
an arrangement by which we should eventually have within our own 
control a virtually indestructible second-strike deterrent weapon of 
proven capability, and with prospects of a long life, it was recognised 
that the conditions which the United States Government were 
stipulating represented a heavy price in money and otherwise. 

The First Lord of the Admiralty informed the Cabinet that a 
force of POLARIS-firing nuclear submarines could be built for the 
Royal Navy in either of two ways. Four submarines each equipped 
with 16 missiles could be completed between early 1968 and 1970, 
providing a full deterrent during 1969; this was estimated to cost 
£220 million over a period of seven years, including the necessary 
missiles, but excluding the cost of research and development of a 
United Kingdom warhead. Alternatively, seven submarines each 
equipped with eight missiles could be completed over a period of 
11 years, providing a full deterrent in the course of 1971, at a total 
cost of £290 million. In both cases it might be reasonable to 
reckon a saving of £100 million on SKYBOLT as offsetting the cost 
of the submarines: in the latter alternative of eight-missile 
submarines, these vessels would be able to perform the full military 
role of seven nuclear-powered submarines in the conventional fleet, 
in addition to their deterrent function. On this basis, the extra cost 
of the missile-firing capability of the seven submarines would be 
£95 million. 

There was no mention in the telegrams under examination of 
any arrangement for hiring United States submarines, or otherwise 
bridging the gap which would occur in our deterrent forces after the 
V-bomber force armed with BLUE STEEL began to diminish in 
effectiveness in the latter half of the current decade. It thus appeared 
that expenditure on the V-bomber force might continue unabated 
during the period of construction of United Kingdom POLARIS
firing submarines. Furthermore, United States pressure for 
improvement in the effectiveness of conventional forces was likely to 
lead to increased United Kingdom expenditure. 

In the absence of any reliable estimate of the total financial and 
economic consequences involved, the Chancellor of the Exchequer
said that he must reserve his position about the implications for 
defence expenditure as a whole of a decision to accept a United 
Kingdom deterrent based on POLARIS. 

In the course of further discussion, reference was made to the 
likelihood of public criticism of the Governments acceptance of a 
period of some years during which the possibility of effective action 
by United Kingdom strategic nuclear forces would be seriously 
diminished. Responsible opinion was also likely to take the point 
that the proposed arrangement included our acceptance of the idea 
of a multilateral strategic nuclear force for the North Atlantic 
Alliance, which was a new and untried concept. Coupled with 
insistence on the need to improve the effectiveness, which would be 
taken to mean the size, of our conventional forces in Europe, there 
was at least a possible risk that, before the time came when we were 
ready to accept POLARIS missiles for our submarines, the United 
States Administration would make use of alleged shortcomings in 
our policy towards the North Atlantic Alliance as an excuse for 
defaulting on their offer. 

The Chief Secretary, Treasury, invited attention to the fact that 
the proposed joint statement appeared to exclude any consideration 
of the fitting of POLARIS missiles in surface ships. While this 
method would not have the advantages of submarine operation, and 
although any technical effort expended in this direction would mean 
a delay in the fulfilment of the submarine programme, surface ships 
could probably be made ready earlier and cheaper than submarines. 



While the wording of the passage about conventional forces in 
telegram No. Codel 18 represented a very great improvement on the 
wording earlier proposed by the United States in telegram No. 
Codel 16, it could be further improved if the idea were introduced 
that the effectiveness of our conventional forces ought to be increased 
" on a world-wide basis " : without some such addition it would be 
widely misunderstood as necessarily implying an increase in the 
strength of the British Army of the Rhine, which would be very 
difficult to achieve. This passage of the proposed joint statement 
was also unsatisfactory in that it gave currency to a new (and 
probably unsound) United States strategic doctrine of a " nuclear 
shield " and a " non-nuclear sword ". 

Summing up the discussion the First Secretary of State said that 
there seemed to be general agreement in the Cabinet that the Prime 
Minister and his colleagues deserved their full support for the largely 
successful efforts that they had made to evolve a satisfactory 
agreement with the United States Government. In conveying the 
sense of this feeling to the Prime Minister it would however be right 
to emphasise their view that the Government were being asked to 
pay a heavy price and that for this reason the independent role of 
Her Majesty's Government in the use of nuclear forces must be 
clearly and unambiguously expressed. The wording of the relevant 
passage in the joint statement could in their view be improved in 
order to make the Prime Ministers own interpretation of it plainer. 
On conventional forces, while the substance of the proposed joint 
statement was unexceptionable, certain changes of wording might 
be recommended to avoid subsequent difficulty in application. It 
would be necessary to inform the Prime Minister of the reservation 
which the Chancellor of the Exchequer had made. As there would 
be no opportunity to explain the new arrangement in Parliament for 
a month, it would be right to inform the Prime Minister of the views 
which had been expressed about the form which criticism of the 
arrangements might take in responsible quarters, and of the need 
for some earlier and fuller exposition of the Governments policy 
than would be conveyed by the statement itself. 

The Cabinet— 
(1) Agreed	 that the Prime Minister should be assured of their 

full support in his endeavours to secure a satisfactory 
statement. 

(2) Agreed that the draft in telegram No. Codel 18, if interpreted 
on the lines of telegram No. Codel 24, safeguarded the 
essential principle of an independent United Kingdom 
contribution to the Western strategic nuclear deterrent, 
but that the wording as it stood was open to 
misinterpretation. 

(3) Took	 note that the First Secretary of State would arrange 
for the Prime Minister to be advised of their views on 
this point, and of the other points made in their 
discussion. 


