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C A B I N E T 

R E P O R T O F T H E C O M M I T T E E O N S E C U R I T Y I N T H E P U B L I C 

S E R V I C E ( T H E R A D C L I F F E C O M M I T T E E ) 

MEMORANDUM BY THE PRIME MINISTER 

The Radcliffe Committee were appointed on 11th May, 1961, " to review the 
security procedures and practices currently followed in the public service and to 
consider what, if any, changes are required ". In August 1961 they were invited 
to examine also the D Notice system. They presented their Report on 
21st November, 1961. 

2. The Report has been considered at meetings of the Ministerial Committee 
on Security at which I have presided. The Committee have agreed that all its 
recommendations can be accepted. They have also agreed that there would on 
this occasion be advantage in publishing, not merely a brief statement of the 
Radcliffe Committee's findings, but a substantial part of the argument on which 
their conclusions are based. The Report, while suggesting several ways in which 
our security measures should be intensified, discloses no radical defect in the system 
as a whole. Moreover, it not Only illustrates the extent of the espionage threat 
but also demonstrates, in convincing detail, the difficulty of countering it effectively 
in a free society. Publication will therefore help to secure a better public 
understanding of both the importance and the difficulties of the security problem. 

3. I have therefore come to the conclusion that we should publish the text 
of the Committee's Report to the maximum extent compatible with the public 
interest and the requirements of security, preserving as nearly as possible the 
substance and sequence of the Radcliffe Committee's argument in their own words. 



2 SECRET 1 

The attached draft of a White Paper contains a version of the Report which has 
been prepared on this basis, under the direction of the Ministerial Committee on 
Security, and is acceptable to Lord Radcliffe. 

4. I have discussed the Report, in confidence, with the Leader of the 
Opposition and three Privy Councillors in the Labour Party. They favour 
publication on the lines suggested in paragraph 3 above. They pressed especially 
lor the publication of Chapter 9 of the draft White Paper, which deals with the 
D Notice system. I have ascertained that the Press members of the Committee 
responsible for administering D Notices would on the whole be in favour of 
the publication of this chapter. 

5. I will explain orally to the Cabinet why certain parts of the Report are not 
to be published. Over some of these we shall be in some Parliamentary difficulty, 
but this must be faced. 

6. I seek the authority of the Cabinet to present a White Paper as soon as 
possible in the terms of the attached draft. 

H. M. 

Admiralty House, S.W. 1, 

16th March, 1962. 
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1. On 11th May, 1961, the Government announced the appointment^ of 
an independent Committee to review security procedures and practices in 
the public service. The Committee was constituted as follows: 

The Right Hon. the Lord Radcliffe, G.B.E. (Chairman) 
Mr. F . W. D. Deakin, D.S.O. " 
Sir David Milne, G.C.B. 
Field-Marshal Sir Gerald Templer, G.C.B., G.C.M.G., K.B.E., D.S.O. 
The Right Hon. Kenneth Younger. 

2.	 The Committee's terms of reference were: 
" In the light of recent convictions for offences under the Official 

Secrets Acts, to review the security procedures and practices currently 
followed in the public service and to consider what, if any, changes are 
required." 

In pursuance of an undertaking given in the House of Commons on 
3rd August, 1961, the Prime Minister also asked the Committee to examine 
the D Notice system, both generally and with particular reference to a 
Notice dated 27th July, 1961. 

3. The Committee have held 61 meetings; and, in addition to considering 
a great volume of written memoranda, they have taken oral evidence from 
more than 70 individuals in a series of interviews extending over five months. 
Their Report, which was submitted on 21st November, 1961, makes a 
comprehensive and searching examination of the security procedures and 
practices in the public service. The Government welcome this opportunity 
to express their gratitude to Lord Radcliffe and his colleagues for the time 
and care which they devoted to their task. 

4. In the course of their enquiry the Committee have had the fullest 
access to all relevant material, including the Report of the Committee under 
the Chairmanship of Sir Charles Romer, which investigated the circumstances 
of the Portland case. In addition, they themselves carried out a corresponding 
investigation into the Blake case. In the light of these investigations the 
impression which they formed of the security services was, in their own 
words, that " while there are certain respects in which improvements are 
still possible, the quality of the security organisation and procedures and the 
general standard of security discipline is good ". 

5. The Government have now considered the Committee's Report. I t 
contains a substantial amount of material which it would not be in the public 
interest to publish. But the Government have decided that it would be right 
to publish the Committee's recommendations, with their supporting argument, 
to the maximum extent compatible with the public interest and the 
requirements of security. These parts of the Report are reproduced in the 
text attached to this paper. Lord Radcliffe has agreed, on behalf of his 
Committee, that, despite the omissions necessarily made on security grounds, 
this text preserves, as nearly as possible in the Committee's own words, the 
substance of the Committee's argument relating to security procedures and 
practices in the public service generally and to the D Notice system. 

6. The Government accept the recommendations made in the Committee's 
Report. 

ii 





Report of the Committee on Security 
Procedures in the Public Service 

The text which follows sets out the Committee's 
recommendations, with their supporting argument, to the 
maximum extent compatible with the public interest and 
the requirements of security. 
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CHAPTER 1 . - I N T R O D U C T I O N 

In the context of our enquiry we have taken " secu r i t y " to mean the 
safeguarding of such information in the possession of the Government as 
would by its unauthorised disclosure cause injury to the interests of the 
country. The agencies against which protection is needed are various; but 
the sources from which the main threat to security comes a re : 

(i) the intelligence services of foreign Powers; 
(ii) subversive organisations in this country, of which in current conditions 

the most formidable is the Communist Party of Great Britain, with 
its fringe of associated bodies and sympathisers. 

2. The evidence that we heard satisfies us that to-day much the most 
serious source of danger lies in the intelligence services of the Soviet bloc 
which, there is reason to suppose, are co-ordinated as between the various 
countries taking part. These services must be envisaged as steadily at work 
in this country collecting information for intelligence purposes and trying to 
break through our screen of protective security to get at the secrets we wish 
to preserve. In this work they are prepared to employ all the most up-to-date 
resources of espionage and they look for useful agents or instruments 
wherever skill or occasion presents an opportunity. 

3, The activities of the Communist Party of Great Britain are not of the 
same order as a threat to security. It is not the policy of the party, 
according to our information, to give its members, open or secret, any 
encouragement to undertake espionage, although this policy might, of 
course, be changed in changing conditions. Nor should the instruments of 
the Russian Intelligence Service be envisaged as selected either necessarily 
or essentially on ideological grounds. Any form of sympathy or compulsion 
that can be laid hold of will serve its turn and among these compulsions 
fear, pressure, and mercenary motives are as strong as any other. 

4. We have thought it necessary to say this in explanation of the 
background against which we have approached the recommendations 
contained in our Report, because, as will be seen, our assessment is 
materially different in emphasis from that made by the Conference of Privy 
Councillors in their Report of 24th January, 1956—the last occasion upon 
which our subject was considered in any comprehensive form on behalf of 
the Government. Their assessment was as follows: 

" One of the chief problems of security to-day is thus to identify 
the members of the British Communist Party, to be informed of its 
activities and to identify that wider body of those who are both 
sympathetic to Communism or susceptible to Communist pressure and 
present a danger to security. Thereafter steps must be taken to see that 
secret information is not handled by anyone who, for ideological or 
other motives, may betray it." (Cmd. 9715.) 

5. In our view this assessment would not by itself be a satisfactory guide 
for future action for the following reasons: 

(a) It seems	 to suggest that the central problem of security is to exclude 
Communists from access to State secrets. For the reasons which we 



have given we believe that the central threat lies further back than 
the British Communist Party. 

(b)	 The whole of our investigation has led us to conclude that nothing 
is more important to effective security than the basic measures of 
physical security, if well planned and consistently carried out. 
Safeguarding premises, documents, and cyphers and eliminating 
carelessness are of the first importance. N o system of personnel 
security, however much elaborated, can be effective enough to modify 
their primary value. 

(c) Counter-espionage	 against enemy agents is an indispensable part of 
the defensive system. None of the various defensive measures can 
safely be neglected in reliance on another; but one real success in 
counter-espionage can have positive results more far-reaching than 
all the rest. 

6. It would be commonplace to say that the social and political system 
of this country is inimical to effective security. We cannot hope under this 
system to achieve results comparable with those achieved in, for example, 
the USSR with its much harsher control of individual activity. Our 
Parliamentary methods, our Press immunities, our Trade Union activities, 
all assume and in their different ways achieve that much information that, 
theoretically, it would be desirable to conceal becomes more or less available 
to the public. From a security or intelligence point of view this is sometimes 
to be deplored. But perhaps even more pervasive is the general public 
tradition that an individual is entitled to a fair hearing in respect of any 
accusation entertained against him and to fair treatment irrespective of 
political or public convenience. At this stage all that we wish to say is 
that, in considering any additional security measures to recommend, we 
have reminded ourselves that security weaknesses of this kind are part of 
the price that we pay for having a social and political system that men want 
to defend. 

' C H A P T E R 2 . - G E N E R A L IMPRESSIONS 

7. The standing instructions on security open by emphasising that 
security is the concern of everyone in the Government service. While this 
would doubtless be generally accepted as an aspiration, we cannot report 
that the evidence we heard convinced us that there was a uniform level 
of active concern for security. In carrying out a fairly close examination of 
the security arrangements of a dozen Departments, our general impression 
was, as we expected, one of patchiness. In those branches of the public 
service which have in the past suffered serious blows to security, for example 
the Foreign Office and Atomic Energy, and in those where the paramount 
need for security is obvious to the staff as a whole, the standard of security 
organisation and personnel and the general feeling of alertness and care 
impressed us favourably. In Departments generally, however, the standard 
seemed to us to be a good deal more varied. Naturally at the time of our 
review security was much in people's minds, as a result of the trials which 
were the occasion for our appointment. But even within those Departments 
which are regularly handling a great deal of highly secret information.we 
found more than one in which the level of interest in or attention to security 



seemed to have been low and the subject itself treated as one which in practice 
ranked lower in importance than most others. , ....... 


8. This was not to us a surprising discovery. Protective secufity is 
defensive in concept and it is not unnatural that it should at times seem to 
the public servant at all levels to be less deserving of his care and effort than 
bis. more constructive duties. This : feeling is encouraged by the apparent , 
remoteness of the threat. In locking up his secret papers at night the public 
servant is not only fighting an enemy who is invisible, but one of whose 
existence he may feel somewhat sceptical. To some extent this attitude 
probably reflects an equally ambivalent attitude on the part of the general, 
pjublic and of the Government towards the Communist Powers and the 
Communist Party generally. , 

. 9i In time of war there is no doubt about the enemy's identity and a 
slogan " Careless talk costs l ives" can strike an immediate response in 
pebple's minds. In a state of cold war the blacks and whites of wartime 
merge into a more neutral grey. Although the Soviet bloc and the Western 
Powers a re at conflict on a number of fundamental issues, we are at the 
same time officially in friendly relations with the Soviet Powers and the 
Government is seen to be working hard towards an improvement of these 
relations and encouraging commercial, cultural and other contacts. 

"" 10. A similar ambiguity arises over the treatment of Communism in . 
this country. The Communist Party is known to be subversive in intent 
afid for this reason a considerable effort is made by the Government to keep 
informed of its activities. But the Government does not seek to exclude 
Communists as such from its own service (provided that they are not 
engaged on secret work) and the party is treated as one of a number of 
political parties seeking the votes of the electorate. : - ; 

fioil; "-These apparent inconsistencies help to aggravate the other difficulties 
of persuading Civil Servants of the importance of security. In the following 
Chapters we examine, the existing security organisation and procedures and 
make certain recommendations. None is in our view more important than 
those which are directed to the question of persuading Government employees 
that security.is the concern of everyone in, the Government Service. 

DEFINITIONS . .  . 

12. For the sake of brevity we have followed the common practice of 
using the phrase " Communis t " throughout to include Fascists. We also, 
as. a matter of convenience, talk freely in this report about " Depar tments" . 
We naturally do not mean, in the present context, to refer to all Government 
Departments, many of which by the nature of their work have little or no 
need for special security measures. We are thinking throughout primarily 
of,.those Government Departments or branches of Departments which are 
concerned with the protection and safeguarding of classified information 
of ^material. The Service Departments are, of course, within this category. 
Moreover, when we speak of a "publ ic servant" we mean the.general term 
to include not only Civil Servants and members of the armed Services 
serving with them in.Departments but also all members of those Services. 
We also include, in. the. term " Departments " the United Kingdom Atomic 

1  : wEnergy Authority: ' *  - '



C H A i r r E R 3  : - ^ R G A N r S A T l b N P O R SECURITY 

DEPARTMENTAL RESPONSIBILITY **i .. ' 
; 13. U p to thepresen t each; Government Department has been regarded 

as individually responsible for maintaining a proper standard of protective 
security within its own field, advised as necessary on technical questions 
by the Security Service. It has sometimes been suggested that it would b e 
better if the security organisation throughout the Government service were: 
to be brought under the direct control of the Security Service. In so far 
as this would secure a centralised and therefore a possibly more effective 
control and a greater element of professionalism in the security system 
this proposal has superficial attractions. But we are in no doubt that they 
are quite illusory. The transfer of responsibility from Departments to the 
Security Service would greatly'encourage the dangerous tendency to regard ; 

security as something outside the normal business of the Department a n d . 
therefore a matter of no real concern to the general body of departmental 
staff. Nothing would be more likely to damage security than the development 
of such an attitude and we share the view, which was expressed to us by 
Departments and by the Security Service with complete unanimity, that a 
policy of departmental responsibility is essential if an adequate standard of 
security is to be achieved. 

cr 14. But the system of departmental responsibility is dependent for its 
success on three factors, which we discuss in the remaining paragraphs of this 
Chapter: 

(i) access to the central pool of security intelligence and expertise in	 the 
Security Service; -"' 

(ii) arrangements	 for Departments to keep in touch with each other on 
security questions of common interest; 

(iii) an effective security organisation within each Department. 

ROLE OF THE SECURITY SERVICE 

15. It is the responsibility of the Security Service to supply Departments 
with information and advice on the nature and scale of the various threats 
which exist to the security of the State and to advise on measures of defence 
against them. . . 

16. Security Service advice and assistance to Departments takes a variety 
of forms of which the following are probably the most important in practice: 

(a) it deals with personnel vetting enquiries from Departments, i.e., checks 
individual names against intelligence records; 

(ft) it undertakes, by invitation from Departments, detailed inspections! 
. of their headquarters premises and out-stations, reporting and making 

recommendations on a Wide range of subjects directly related to,. 
, security and acts as the security inspector of. the premises of firms 
. working on classified Government, contracts; 

(c) it responds ad hoc to departmental or industrial requests for advice 
ii. or assistance, or on occasion takes the initative in offering such; advice^ 



'\d) it plays a full part in the interdepartmental , security committees 
r ' structure and often takes the initiative "in submitting to these 

' committees proposals relating to security policy or techniques. . 

17. The Departments expressed themselves as well satisfied with the 
-qualify of the advice which they receive from the Security Service and 
generally speaking the relationship between the Security Service and 
Departments seemed to us to be one of co-operation. The practical danger 
is probably not so much of friction (of - which we saw no signs) as of a 
degree of apathy on the part of Departments. The Security Service doesi 
not, however, and in our view certainly should not, feel itself debarred from 
taking the initiative in offering advice to a Department unasked, when it 
judges. such advice to be necessary. T h e . Service has much that is useful 
to offer in the way of advice and there is no good reason why it should be 
diffident in coming forward, provided always that it makes no avoidable 
mystery as to the facts on which it acts.  r i 

18. On the other hand, this initiative does no t extend to the field of 
security inspection and we considered whether it should. We were shown an 
example of a report made by the Security Service after a thorough inspection 
by their officers of the security arrangements of one Government Department 
find, were impressed by the care and effort which had gone into its preparation. 
A periodical inspection of this sort,, whether of. a Government Department 
as "a whole or of particular branches o r establishments within a Department, 
is'clearly'^valuable and ought to be recognised as a,necessary element in the 
security system. -- -" ' -- -:; ' , '  ' ' 

19., TJut it is.,quite another matter to lay down that the Security Service' 
is' to have the right and duty to carry out inspections uninvited.: -We, are 
against such an extension, if only because i t would tend to impair the sense 
of direct responsibility for maintaining a proper standard of security which 
should be felt by each Departmental head. 

S ! 20'.: W e are aware that a special situation could arise in which there is., a 
conflict Of view between the Director General of the -Security Service, who 
feels that an inspection is called; for on the one hand, and on the other the 
Head of a Department who thinks that there is no. necessity for it to take 
place. Something like this has occurred in the past. If such a situation 
should arise in the future the recognised procedure should be for the Director 
General of the Security Service to seek an interview with the Departmental 
head and to state.frankly his reasons for; disquiet on security grounds,-,; If 
action to allay his disquiet cannot be agreed upon, the question should be 
referred to . the Joint Permanent Secretary of the Treasury, as Head of the 
Givil. Service, for an arbitral decision. - -

INTER-DEPARTMENTAL COMMITTEE STRUCTURE 

21. Under the authority of Ministers, responsibility for formulating 
advice on questions, of - security policy rests with various official 
inter-departmental committees. We saw and heard enough of the work of 
these committees to be left in no doubt that they play a very useful part in 
t i e ^security' system-. ' By bringing together officials dealing with security 
questions in all the more sensitive Departments (including representatives of 
the Security Service) they ac t as a useful clearing house for experience and 

$ 
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ideas; and, although most of the members attending fare. not. i n a; career 
sense security specialists, the committees help to create something of ah 
official security " community " and to bring an atmosphere of professionalism 
into this work which we regard as desirable. 

; 22. Nevertheless we attach much importance to its being brought home 
to the Civil Service as a whole that security is a subject of active concern 
to those at its highest levels and we therefore recommend that as a matter 
of policy the supervising committee should associate itself somewhat more 
directly with what goes on. For example

fa) I t should receive a six-monthly report from the Security Service as 
:; a basis for a general review and discussion of current security matters; 

(b) The junior committees should be instructed to report briefly twice 
' ; a year on their activities. . .;;. 
 (c) When	 standing instructions on security are revised, the text prepared 

by a junior committee should be submitted to and formally authorised; 
by the supervising committee and circulated in its name. * 

SECURITY ORGANISATION IN DEPARTMENTS 

23. The third and probably most important requirement for security i s 
a proper security organisation within each Department. We have enquired 
into the security organisation of 12 different Departments and were not 
surprised to find that in no two were the arrangements exactly similar, 
Given the wide variety of circumstances in different parts of the Government 
Service, there is no standard organisation which can be prescribed for all 
Departments. But there are certain basic features which seem to us to be 
essential in any Department. 

DEPARTMENTAL SECURITY INSTRUCTIONS 

24. First, every member of the departmental staff who is handling 
Classified information and is therefore within the scope of the protective 
security system must be instructed in his personal responsibility for security 
and in the various security rules and procedures in force. We think k right 
to make a sharp distinction between the issue of security instructions and the 
carrying out of security education. The latter, which we discuss more fully 
in Chapter 8 below, is principally a matter of explaining to employees why 
Security is important and what the practical risks are, as a means , of 
encouraging general alertness on security matters. Security instructions are 
(or should be) orders. I t is true that the Government instructions on security 
which are prepared centrally and issued to Departments for their guidance 
are phrased in general terms and consist by their nature mainly of advice. 
But the departmental security instructions, which should reflect the policy 
laid down in the instructions issued centrally while adapting it as necessary 
to.the particular circumstances of the Department, ought to be phrased so as 
to leave the reader in no doubt that disregard of them is an offence against 
departmental discipline. 

v ; 25. This does not mean that the departmental instructions need be long 
and detailed. If they are, they may well defeat their own object by'. remaining 
unread. The ;need , as .we; see, ,it, is "for instructions.which, are clear,.Jfiririi 



arid concise; outlining the'security organisation and rules and' procedures- ia 
fprce in the Department and bringing home to each member of the staff 

;wnaf contribution he should make to that organisation.
26. If it is possible for departmental security instructions to be issued in 

a separate, document so much the better., Not all Departments will find this 
Workable; but all those in which security is a major problem would do well 
to have a separate booklet for the purpose. In either case it is worth taking 
trouble to see that the instructions are clearly laid out. Their preparation 
bught not to be regarded as merely a mechanical task of " l i f t i ng" passages 
out. of the instructions issued centrally. It calls for the exercise of judgment 
and imagination and should in our view be regarded as one of the most 
important tasks that fall to a departmental security officer. 

DEPARTMENTAL SECURITY STAFF	 , 

, 27. The basic responsibility which each Civil Servant bears for security 
within his own field of action does not lessen the heed for a security 
organisation in the Department to prepare security instructions, check that 
they are being observed, investigate breaches of security and so on. Each 
Department must therefore have a security organisation with a clear allocation 
of responsibility for both physical and personnel security questions and. a 
chain of responsibility from the lowest, to the highest levels. I t was the 
lack of such an organisation in the Admiralty at the time of the Portland 
case that, as much as anything else, made it possible for the offences to occur 
and to remain undetected. . * 

28. In most Departments questions of personnel and physical security are 
dealt with in different sections and come together at Under-Secretary or 
Assistant Secretary level either in the hands of a full-time head of a Security 
Division or in those of the Principal Establishment Officer. Putting aside 
certain special problems raised by the three Service Departments, which we 
deal with below, we take the view that in general the best arrangement is to 
include security in all its aspects among the responsibilities of the Principal 
Establishment Officer. This is the usual practice to-day and it seems to us 
consonant with the views on the role of the Principal Establishment Officer 
expressed by the Plowdeh Committee in its recent report on Control of Public 
Expenditure (Cmnd. 1432, paragraph 47). The circumstances of the particular 
Department will determine to what extent he is to be assisted by officers 
working whole time or part time on security duties. 

SECURITY IN OTJTSTATIONS 

29. The security organisation of outstations presents special difficulties to 
which not all Departments seem yet to have found entirely satisfactory 
answers. Again, no standard pattern will be suitable for general application, 
but we think that the following principles. should be regarded as valid in 
virtually any circumstances: 
,	 (a) Primary responsibility for the security in an outstation should lie with 

the Head of the station—in other words security should (in military 
language) be regarded as a command responsibility.: 

(b)	 In every outstation an officer should be nominated as Security Officer, 
serving full-time or part-time as circumstances dictate. The Security 
Officer's responsibility will be to the Head of the station, whose 

7 



-" principal adviser he will be in security matters. But he should have 
.; a right to communicate direct with the Headquarters or regional security 

organisation on-technical matters affecting his activities as Security 
Officer. The post of Security Officer, whether it is full-time or only 
part-time, should be regarded as one which requires not only a clear 
and up-to-date set of instructions, but also specialised training, 
undertaken either by the Department itself or probably in most cases 

, by the Security Service., 
(c) The Headquarters security organisation should have the right and duty 

to inspect the security arrangements at outstations from time to time. 
This is, in our view, important. I t will both keep outstations on their 
toes and will give Headquarters an opportunity to assess the 
effectiveness of individual security officers and an understanding of the 
problems with which they are faced. 

SECONDMENT BY THE SECURITY SERVICE 

30. We have considered whether the staffing of departmental security 
branches could usefully be strengthened by more widespread secondment of 
officers by the Security Service. This is already practised on a limited scale. 
In our view the secondment of officers from the Security Service to 
Departments is not necessary as a general rule and we think that it would be 
undesirable, because it would tend to foster precisely the notion that it is most 
important to dispel—that security is a matter for the experts and not for the 
ordinary Civil Servant. The most that we would wish to envisage beyond the 
present practice is that on special occasions a Security Service officer might 
be seconded to a Department for a limited period, as when a Department is 
taking steps to implement recommendations arising from a major review of 
its security organisation. 

RESPONSIBILITIES OF SENIOR OFFICERS 

31. We have left to the last, in order to emphasise it, the requirement 
which, perhaps more than any others, will determine the effectiveness of a 
Depar tments security organisation. This is that the security organisation 
should be staffed by competent people who have the confidence and support 
of the senior officers of the Department. Any impression that a security post 
is not the mark of a promising career or that the security branch is the natural 
home of the incompetent would be fatal to the effect that we want to see 
produced. 

32. We attach the greatest possible importance to a firm lead in security 
matters from the senior officers of a Department, including in particular the 
Permanent Secretary. Only this is likely to set the right security tone in a 
Department. A Permanent Secretary cannot personally be constantly in touch 
with security matters: but he can regard it as his personal responsibility to 
ensure that the Department has an effective and adequately manned security 
organisation,' that the organisation is provided with proper facilities, that 
the departmental security instructions are clear and comprehensive and that 
breaches of security will be promptly investigated and corrective action taken. 
We do not doubt that many of the Departments from whom we heard evidence 
satisfy these requirements. What is needed is that the standards of the best 
should be general throughout the. Government service. 



( a ) 1 Each Department shbuld-remairi responsible for maintaining a proper 
v\'.'.r s tandard ' of security, advised as necessary by the Security -Service. 

(6)	 If the ' Director-General of the Security Service finds himself in 
^disagreement, wi th\ the 'permanent 'Hg on-me need 
' for a security inspection and the matter cannot be resolved i n discussion, 
the question should b e referred to the Joint Permanent Secretary of the 

v ; ! Treasury as Head of the Civil Service. ; zz '(pf 
S-	 (c) The inter-departmental cdmmittee'respbnsible for co-ordinating advice 

on security policy should be more directly associated with developments 
in the security field. To this ehd!r 

(i) it should receive a six-monthly review	 of current security matters 
from the Security Service; "'" 

(ii) its junior committees should each report twice.a year on their 
\ . - activities; [ .. , . 

(iii) it	 should formally approve future editions of the standing 
instructions on security in Government Departments. 

w (d) Each Department should issue a set of security instructions, which 
;should be clear and concise and mandatory in form. :  ' 

" ( e  ) Each Department should have a security organisation with a Clear 
allocation of responsibility for physical and personnel security. These 
questions should normally come together in the hands of the Principal 
Establishment Officer. 

(/) The organisation of security in outstations should reflect the following 
principles: 

(i) primary, responsibility	 for security should lie with the Head of 
the station; 

(ii)	 an officer should be nominated as Security Officer, with direct 
responsibility to the Head of the station, but with the right to 
communicate direct with Headquarters on technical security 
questions; 

(iii) the	 security arrangements at outstations should be inspected by 
Headquarters from time to time. 

(g) Officers	 should be seconded to Departments by the Security Service 
only in special circumstances. 

(/i) Permanent	 Secretaries and other senior officers should make it their 
personal responsibility to ensure that each Department has an effective 
security organisation and that the staff are alive to the need for 
security precautions. 

C H A P T E R 4 - S E C U R I T  Y CLASSIFICATION 

34. Since it would be futile to give the same degree of security protection 
to all types of information in the possession of the Government it is 
fundamental to the security system that the various classes and items of 
information should be classified according to their sensitivity from a security 
point of view. Most Government information is in documentary form and the 



classification process, applies in the,'main to riles, papers,: diagrams, .&&': But 
- the. same principles and procedures apply to those material objects (bombs, 
aircraft, &c.) which need security protection. 

,.- 35. The classification process governs virtually, every type of. security 
i procedure. Thus it determines whether a paper is to be locked in a cupboard 
fitted with this type of lock or that, whether it is to be despatched in an 

' envelope, a leather pouch, or a locked box, whether the staff who are permitted 
to handle it are to be yetted, and so on. We felt it necessary, therefore, to 
spend a good deal of time examining the arrangements for security 

"classification	 in order to see whether there are any improvements that we 
Could suggest. This is a task that has often been attempted at various 
points—but to us, as to others, it proved a singularly baffling one. 

36. There is an obvious probability that security arrangements, like most 
ether forms of defence, will be the more effective the more limited is the field 
to be protected. To try to protect a greater volume of information than is 
necessary is bound to be wasteful, since security is expensive in terms of 
equipment and manpower; it is bound to handicap efficiency, since security 
procedures inevitably act as a brake on the administrative machine; and 
it will tend to defeat its own object by bringing the idea of security itself into 
disrepute. 

37. It was the unanimous view of our witnesses that the security system 
: is at present trying to protect too much. They felt certain from their 
i personal knowledge that substantial quantities of documents are at present 
being given a security classification higher than is really necessary or in 
circumstances where no classification is really needed at all. Moreover 
classifications originally necessary are retained after the need for them is 

. over.	 If this view is to be relied on, and it is so widespread that we d o 
not think that it can be ignored, this seems to us to be a serious defect in 
the security system. It is not difficult to see the circumstances which give 
rise to over-classification. It probably arises in part from a genuine 
uncertainty as to what is the proper standard of grading, in part from a 
tendency to play safe. The consequences are cumulative. Given a slipshod 
attitude to security there results a loss of confidence in the effectiveness of 
the' various grades of classification and officers tend to overgrade by way 
of compensation. 

: 38. Unfortunately our witnesses were far from unanimous in their views 
on what, if anything, could be done to remedy this state of affairs. I t is our 
view that the only hope of tackling the problem successfully lies in a 

simultaneous approach on several fronts. 
. 39. The time is, we think,,ripe for a high-level reappraisal as to what 

relative priorities of security ought to be given to.which types of information. 
In the defence sphere we have received the impression that the radical 
changes in strategic thought which have taken place have not so far been 
accompanied;by a parallel reassessment of security priorities, many of which 
are all too likely to be based more on habit than on contemporary realities. 

^Similarly, it would.be very useful to achieve a -reassessment of the relative 
priorities appropriate to the security, of defence, economic and political 

5information. A start has now been made in this direction, and there,.is 
nothing more that we can usefully say except that we support this action 

carid think that it should be carried through. . .  ' . . 
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 r40: But a new high-level reappraisal will riot of itself solve the problem; 
; The official who in the course of his daily work originates a document which 
seems to him to call for security protection has the difficult task of applying 
to each case as it arises guidance which can only be phrased in general arid 
relative terms. The definitions in current use are too vaguely descriptive 
to offer much guidance and much is left to depend on individual judgment. 
But it is not easy to see how they could be phrased more helpfully. 

e

41 . What is needed, therefore, is a system in each Department which 
will assist officials to base their classification of documents not only on the 
official definitions but also on modern requirements as defined by high-level 
guidance. Officials can probably be most effectively helped by the 
circulation of as much detailed guidance as possible in departmental security 
instructions. It would be a real help to them if the . official definitions 

; Could be amplified in each Department by up-to-date examples, drawn from 
its Own field of activity. / 

42. Beyond this there are certain procedures which we put forward as 
justifying wider adoption. The tendency to play safe is likely to be more 
pronounced in junior than in senior staff. We recommend, therefore, that 
Departments should consider seriously whether some limitation of authority 
to apply security classifications might not be embodied in a working rule-^
as is already the practice in some Departments. A possible alternative is 
to lay down that none of the higher grades of classification is to be regarded 
as more than provisional until it has been confirriied by an officer of the 
rank of, say, Principal (or his equivalent). This would mean in practice 
that while no steps would be taken to hold up classified papers so long as 
action was being taken on them, when action was completed the registry 

; would be under instruction to refer the papers to an appropriate officer for 
confirmation of the security grading before putting the papers away. 

43. The classification of information of a technical nature may lend 
itself to and indeed may require the issue of detailed guidance. We were 
impressed by the work of the committee which determines and regularly 
reviews the security gradings to be applied to all aspects of weapons and 

-equipment being developed or produced by the Ministry of Aviation for the 
Service Departments. This committee issues a graded guide to the security 
classification of each weapon and item of equipment under development or 

"production; the	 guides being distributed within the Departments concerned 
and issued to contractors. The scope for such a system may be limited, 
but it is a valuable one in the technical and material field and consideration 
should be given to the possibility of its application in other spheres. 

f  ; 44. Finally there is the question what can be done to secure more 
effective downgrading or declassification of papers than is achieved at 
present. The Governments secrets are often quite ephemeral. For example, 

[Government policy on some particular aspect of foreign policy may properly 
be regarded as Secret until it is announced; thereafter the importance of its 
protection is. a very different matter. We found our witnesses to be rather 
Sharply" divided on this question. Some thought that once papers had 
ceased to be the subject of current action and were put away in a cupboard 
the advantages of securing their downgrading or declassification did not 
justify the effort involved. They suggested that an accumulation of " dead " 



"^fes^wiih^^bsplete-^security' markings. was. a minor nuisance which had to 
"be tolerated. Other; Departments apparently thought it worth their while 
to ' take' fairly, vigorous steps to "downgrade or declassify, old files, if only to 
relieve the pressure on their security . cupboard accommodation. - In one 
Department for example;it has been found possible in the last two' or three 

-years to- reduce-,the:. number ;.pf the most highly, classified documents by 
about two-thirds. , - ", * ' 

. - 45, Departments were equally divided on the question whether it was 
feasible to arrange for files to be downgraded or declassified,,automatically 
after the lapse of a certain period. Some thought that this ought to be 

"possible, others that given the variety of circumstances no general rule about 
automatic downgrading would be universally applicable even within a single 
Department and that it would be only infrequently that the officer responsible 
would feel able to issue a firm instruction that a particular file was to be 
downgraded at some specific future date. 

: 46, Our own view is that most Departments would probably find it 
extravagant of effort to try to sort through their whole stock of classified 
papers to see Which could be downgraded or declassified. The necessary 
decisions could only be. taken by relatively senior officials in current touch 
with the topics concerned, who would almost certainly have more important 
things to do. Nor do we think that it will often be possible to lay down 
general rules providing for papers to be downgraded automatically. But we 
suggest that Departments would be well advised to make a determined effort 
to prevent their accumulation of papers with obsolete security classifications 
growing any larger than it already is. Such accumulation is wasteful of space 
and money and it imports an element of futility into security work. We 
suggest that departmental officers ought therefore to be encouraged and 
reminded to keep constantly in mind the value of downgrading papers and 
to give instructions for this purpose, wherever they see the opportunity; 

47. Recommendations 
.	 (a) The current reappraisal of relative security priorities should be pressed 

forward. 

(b)	 Each Department should amplify the standard definitions by examples 
drawn from its own field of activity. 

(c) Consideration should be given to limiting authority to apply the higher 
security classifications; or alternatively to providing that such 
classifications are to be regarded as provisional until confirmed by an 
officer above a certain rank. 

(d)	 Consideration should be given to extending to other fields the technique 
of the committee which determines the security gradings to be applied 
to classified information of a technical nature. 

(e) Departments	 should make a determined effort to check the further 
accumulation of papers with obsolete classifications. ' 
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t l H A P T E R ; 5 . - P E R S O N N E L SECURITY IN T H E PUBLIC SERVICE: 
T H E P U R G E P R O C E D U R E A N D POSITIVE VETTING 

48. The arrangements for achieving personnel security in the public 
service have grown piecemeal. The main developments in Government policy 
have been as follows: 

A.-1948
' The first public statement of Government policy on the subject of 

personnel security in the public service was made when Mr. Attlee 
announced in March 1948 that the Government intended to bar Com
munists and Fascists and their associates from employment in the Civil 
Service in connexion with work the nature of which was "v i ta l to the 
security of the State ". He emphasised that this action was being taken 
solely on security grounds. The State was not concerned with the political 
views, as such, of its servants and as far as possible alternative employment 
would be found for any deemed to be unsuitable for secret work. This 
statement of policy is regarded as still ruling. It is left to individual 
Departments to decide which of their posts involve employment on work 
the nature of which is "v i ta l to the security of the State" . Official 
guidance on this point has given primary emphasis to defence secrets. 

It is for the Minister of the Department concerned to make up his 
mind whether he ought to apply this policy to any particular Civil Servant. 
If he does seek to do so what is called the " purge procedure " comes into 
operation. The procedure is that if, in the light of information obtained 
from the Security Service or from other sources,-the Minister is satisfied 
that he ought to initiate action, the Civil Servant is so informed and is 
given such particulars relating to the allegations against him as can be 
disclosed without prejudicing secret sources of intelligence. He is then 
asked to say whether he accepts or denies the allegation. If he denies it, 
he may make written representation to the Minister and, if the allegation 
against him is still maintained, may ask for the case to be referred to a 
standing panel of Three Advisers. The Three Advisers hear evidence in 
private from representatives of the Department and of the Security Service 
and invite the Civil Servant concerned to appear before them in person. 
He is also permitted to ask third parties to testify as to his record, 
reliability and. character. After receiving the report of the Three Advisers 
the Minister reconsiders his ruling. If he is still disposed to uphold it, 
the Civil Servant is given a final opportunity to make representations. If 
they do not prevail, the Civil Servant will be posted to or retained in a 
non-secret branch within his own Department or, if this is not practicable, 
will be posted to a nonrsecret branch in another Department. If no such 
alternative employment can be found for him, he will be offered the 

. alternative of resignation or dismissal, either of which involves the loss of 
;'  superannuation rights (except that an officer of over 50 who resigns 

voluntarily may receive at 60 the pension which had accrued to him at the 
time of resignation). 



B.-1952 
In January 1952 the Government announced that Civil Servants 

employed on exceptionally secret work would be subject to special overt 
enquiries. . This procedure, known as Positive Vetting, is aimed at 
establishing the general integrity of the person concerned. The range of 
posts to which if applies consists of: . 

(a). Those which involve regular and constant access to the most highly 
I:	 ' classified defence information or material. . 

(b)	 Those giving access to the more highly classified categories of 
atomic energy information. 

;	 (c) In addition, Under-Secretaries and candidates under consideration 
for	 promotion to that rank are in all cases subject to Positive 

^ Vetting, regardless of, the posts which they occupy, since any Civil 
) Servant at this level must be regarded as likely to have access to 

highly secret information. 

The Positive Vetting process consists of the following stages: . 
(i) a check with the Security Service, to ascertain whether	 intelligence 

records contain any adverse information about the individual in 
question (which in practice means traces of Communist association 
or sympathies or of other forms of subversive activity); 

(ii) completion	 by the subject of a standard security questionnaire 
(in which he is asked, inter alia, whether he has or has ever had 

.	 any. connexion or sympathies with Communist or Fascist 
organisations); ... 

(iii) letters to two referees named by the subject asking for	 information 
" bearing on his reliability and character; 

(iv) a field investigation into his character and circumstances. 

C.-1956 ' 
Although the practice of Positive Vetting for specially sensitive posts 

had started as early as 1952 and character defects had, even earlier, 
been regarded as liable to debar a man from occupying a post of this 
kind, it was hot until after the Conference of Privy Councillors in 1956 
that the Government publicly declared that character defects, as distinct 
from Communist sympathies or associations, might affect a Civil 
Servants posting or promotion. It does not seem that the consequences, 
to the man concerned, of this development of policy have been as fully 
worked out in the context of character defects as in the context of 
Communist sympathies. In the case of the latter the procedure requires 
a formal charge and provides a right of appeal to the Three Advisers 
if he is (or is to be) employed on work vital to the security of the State, 
or is in the running for promotion to the rank of Under-Secretary. By 
contrast a man regarded as suffering from some character defect without 
Communist associations (however the relevant information is derived) 
is not posted to, or left in, a sensitive post; and his defect might conceivably 
debar his promotion to senior rank. But Departments appear to follow no 
consistent practice as regards intimating t o . h i m any formal finding or 
decision adverse to him or providing him with a right of appeal to the 



? Head of the Department under normal departmental procedures. (Ceases 
i of this sort are outside the jurisdiction of the Three Advisers.) i 

. 49. We must now consider how these procedures operate in practice, 
how far they are effective, and to what extent they are capable of 
improvement. . 

T H E PURGE PROCEDURE . 
2  ;50. T o take the purge procedure first, the number of cases in recent 
years has been smaller than in the earlier years. There is, of course, more 
than one good reason why this should have been so. No doubt the main 
one is that one is not comparing like with like. When the purge procedure 
was instituted in 1948 the Governments new policy had to be applied 
to the whole existing body of Civil Servants in vital posts. Now it has to 
b e applied only to those newly moving into those posts each year. 

51. Nevertheless we were satisfied by the evidence that we heard that 
in some Departments containing sensitive posts a number of cases is to be 
found where the departmental authorities (and the Security Service, as their 
advisers) are conscious that they are carrying an element of risk on the 
grounds of a man's suspected Communist associations but at the same time 
feel unable to take any overt action to protect themselves. 

52. We think that the pattern of departmental treatment of such cases 
emerged fairly clearly from our enquiries. Having regard to the pledges 
given in Parliament it is recognised that no action concerning posting or 
promotion that is likely in any material way to affect a man's career should 
be taken on the ground of suspected Communist association, unless he is 
to be formally challenged and given his right of appeal under the procedure 
described at A in paragraph 48 above. Establishment officers are careful 
in their recognition of this principle. On the other hand they remain 
watchful about any man who, through vetting or otherwise, is marked with 
some suspicion of current or fecent Communist association and they 
accordingly welcome an opportunity of posting such a man to a post in which 
there is little or no chance of his coming into contact with secret information. 
If the opportunity for such a transfer occurs, they take it, provided that it 
is not to the man's prejudice. If it does not, they remain so far as possible 
oh the watch, choosing, if a sensitive post cannot be altogether avoided, a 
post as little sensitive as possible. No one can say that this is an altogether 
satisfactory situation and we have had to consider whether there is any 
feasible improvement that we can recommend. But it is fair to say that, 
worked as the system is, it does not, in our view, deprive the individual of 
any safeguard to which he is entitled, nor does it suggest a major security 
risk. 

53. I t is natural to ask at this point whether it would not be possible 
to clear u p what difficulties there are by promoting a regular resort to the 
purge procedure whenever there is any security misgiving on a matter of 
Communist association. Is there" some defect either in the current* terms of 
reference of the Three Advisers or in their application of those terms to 
cases that come before them which is capable of correction? We could 

* See Official Report 29th January, 1957,. cols: 155-6. aifET 



find no useful-line of recommendation on this point Certainly, "pripr to 
1956, there was a general impression -among the Departments that the 
ThreeAdvisers , in dealing with what could often be no more than a question 
of suspicion or risk, imposed too strict a standard of proof uppn the 
challenging; Department. ; This;.was intended, however, to be corrected bj/ 
the report of the Conference of Privy Councillors, which not only 
encouraged the Three Advisers to tilt the balance in favour of the State, 
against the individual but also recommended that they should be required; 
t&i answer the single direct question which now forms the main substance of, 
their terms of reference—-"Are there or are there not reasonable grounds 
fof supposing that the individual has or has recently had Communist 
syhipathies or associations of such a type as to raise legitimate doubts about 
his reliability? "; We cannot see how this question can be refined upon 
further. I t does hot dispose precisely of the point which is troubling the 
Department, faced as it is with the problem of continuing to be responsible 
for the employment in what may be a highly sensitive post of a man in 
whose reliability it has insufficient confidence. Theoretically a negative 
answer by the Three Advisers ought satisfactorily to dispose of departmental 
doubts. In practice, it seems that it does not always do so and the anxiety 
sometimes remains. But we cannot suggest that the situation would really 
be improved if the question to be referred to the Three Advisers were cast 
in the explicit form: " Is it or is it not reasonable to treat Mr. X as a 
security risk on account of suspected Communist association "or sympathy? " 
For one thing the-answer to that question is one purely of administrative 
Judgment and it is not a question which can fairly be referred to a tribunal 
which; even v if advisory; is naturally looked uppn as an objective assessor 
of fact. For another, such a question removes even more completely from 
the Ministerial Head of the Department his constitutional responsibility foi 
deciding whom he should or should not retain in the service of the 
Department; * - - 

- 54. The fact is, as we see it, that there is unavoidably some contradiction 
between an appeal on a matter of this kind and the administrative 
considerations.; that underlie it. Any tribunal in an appellate role is bound 
to approach its task in as judicial and as objective a spirit as the case allows 
and in so doing it is unlikely on every occasion to dispose of departmental 
rnisgivings about the nature of the continuing risk involved. But, accepting 
this, it is not practical politics to think of abolishing the right of appeal 
under the purge procedure, which since 1948 has been pledged by declarations 
of Government policy and is plainly of value to individuals of doubtful 
status. Nor, we think, is-it desirable to produce, some new formula to be 
incorporated into the Three Advisers' terms of reference, which will still 
more positively tilt the balance in favour of the suspicion. T o do that" 
would be to destroy altogether the reality of the promised appeal. 

: -55.. It does not follow, however, that there is not even now some 
"contribution to be made by a more active policy in Departments witlj; 

regard to suspected cases of Communist association and sympathy. It is 
pot satisfactory just to sit back and feel unhappy. The onus should weigh; 
we think, in favour of bringing to a head any serious suspicion and of 
genuinely clearing anyone against whom suspicions cannot be maintained. 
This involves three things: . vt . 

n 



.-. (a) scrutiny in the Department of what the evidence supplied by, the, 
jt?;t. -Security.. Service really amounts -tq;.. -,.r. - y ^,,i, £jV?feJ" r

3 T (6) - candid disclosure by the Security-Service (of "course," in ther strictest! 
V.- confidence and to only the most responsible officials) ofc its', material; 

. - and its weight; -..'-' i '.- ':- .-.'"'.'' ,'-'.'. r "-.'- B ;io . 
^ (c) more frequent resort to the purge procedure in marginal cases.asuatra 

I t also involves an acceptance by Government Departments generally-that' 
Civil' Servants who have to be transferred from secret work on grounds Of-
Communist associations or sympathies are a charge 'oh ' ; the Government 
service as a whole. We return to this point in paragraph-62. : 

T H E POSITIVE VETTING PROCEDURE F L 

I 56. We now turn to the system of Positive Vetting. 3 I t has this in 
common with the purge procedure that it involves a decision whether a man
is to be cleared on security grounds for holding a particular post; but the : 

post in this case is not described as involving work " vital to the security; 
of the S t a t e " but as falling either within certain recognised categories of: 
which the typical one involves constant and regular access to the most highly?, 
classified defence information or is otherwise of major security importance.! 
The one system of protection therefore overlaps the other in a somewhat 
confusing way, for whereas the purge procedure only threatens a man's 
position on the ground of Communist association (except that the Threer 
Advisers are permitted to fortify their views on evidence of such
association by consideration of any character defects reported to them), a 
man may on the other hand be refused P.V. clearance on the grounds of 
character defect alone or of Communist association alone, apart from the
possibility that he may be regarded as affected by both defects at once. 
T o him it makes little difference under which head his fault is thought to 
lie. In either case 'his career in his Service is threatened with diversion, 
possibly blockage and in an extreme case with a premature end. Yet, 
whereas he is guaranteed a right to appeal in cases where he may be, 
prejudiced by a charge of Communist association, there is no appeal to any: 
comparable body open to him where P.V. clearance is refused on the ground 
of character defect. Nor could there well be such an appeal unless the 
tribunal appealed to were in effect to take over the whole responsibility of a 
nian's Department for his posting and promotion. This seems impossible. 

57. The P.V. system has now been operating for some nine years." 
Within its limits it is, we think, an effective system. It produces at the . 
relevant point of time a good deal of material information bearing upon a 
ihan's background, associations, character and way of life, and this is 
information which is not otherwise readily obtainable in a Service whose 
members nowadays know little of each other's lives, away from the office. 
I t helps to eliminate from sensitive posts persons obviously unsuitable on 
the ground of a patent character defect. , . 

58. The inherent weakness in Positive Vetting, as we see it, is that 
the field enquiries only; rarely throw up material which is " hard " enpugHi 
for; any conclusive action to be founded upon them. Traces of Communist 



association" are ' usually derived from intelligence recofdsl rather than 
from the field enquiries or security- questionnaires. What the investigations 
Covered; by'Positive Vetting do expose-^on the rare occasions when anything 
adverse;- turns: lip a t a l l - a r e defects of character or combinations of 
circumstances—insobriety, financial instability, untruthfulness, irregular 
sexual or marital relations, family connexions behind the Iron Curtain, e t c .  
the significance of which is largely dependent upon their particular context. 
While it can be said that in theory such defects constitute vulnerability t o 
temptation or pressure, they do: not present themselves as necessarily the, 
most dangerous traits from a security point of view and they do not in, 
practice make a very firm base for action against a person as a security risk,, 
unless he is to be envisaged as placed in some special situation, such as 
service behind the Iron Curtain. 

59. Any Department which is faced with the task of making a ; P.V. 
assessment of one of its officers is presented with, a dilernrria that does hot. 
admit of any completely satisfactory solution. If it treats all character; 
defects as security risks and acts accordingly, i t is imposing an excessively! 
high, standard upon the morals and conduct of a particular section of the 
public service, and, by so doing, is affecting its postings and promotions,; 
possibly without either formal disciplinary proceedings or a right of appeal, 
such as exists under the purge procedure. If, on the other hand, it exercises a
discretionary judgment upon each case, as in effect it is bound to do, i t 
alternates between giving P.V. clearance in a number of cases with spme. 
misgivings on the score of possible security dangers and refusing the 
clearance in other cases, With the consequent obligation to find an acceptable 
posting for the " s u s p e c t e d " person that is unfair neither to him nor to the! 
Service.. ' ' .-' - '  \ . \ . *" r

: 60. W? did. not get the impression, that the burden of working the P.V. 
system in this way has,, generally speaking, proved too heavy for the. 
Departments principally concerned. It has usually been found possible t o 5 

accommodate acceptably in non-sensitive posts either in the same or another 
Department persons who have failed to obtain P.V. clearance on the grounds' 
of; character defect. But we were warned again and again by those 
responsible fpr these questions in different Departments that ihe position that 
they were left in was Unsatisfactory. What they hoped for was a clearer and!' 
publicly available definition of their responsibilities and ,duties with regard 
to cases where character defects potentially affect security. We return to 
this in paragraph, 64. In the meantime we must record our impression that 
in this matter Departments generally are fully conscious of a duty to balance 
the interests of security against the rights and expectations of the individual'! 
Civil Servant; and have given much care and thought to the Working out! 
of! the relationships as fairly as possible. 

- "61: Theoretically, the whole P.V. system would be much simpler and 
easier to apply if a man who could not obtain clearance was required to 
leave the Service as unsuitable for further employment. H e is; ex hypothesis 
in greater or less degree a security risk and that fact in itself impairs his 
utility for his! defect, such as it i s , means that he is not available for 
employment throughput the whole range of the Service: We considered the
feasibility of such a recommendation but felt bound to reject it; The penal ty ' 



of forced retirement or "disin&sai^rwith "the displacement and' forfeiture of 
superannuation rights that it implies (at least below the age of 50) -would1-! 
in- very : many cases be totally' disproportionate to the offence" of being 1
liriqualified for PiV. clearance. For example, there are defects of character 
o r circumstance which, however relevant to security Considerations, do hot 
in-ahy way prevent a man carrying out his duties efficiently in the office. 
Again, marriage to a wife with relatives in China or behind the Iron Curtain 
involves ho reproach at all in respect of character or conduct of the person 
affected. While there may indeed be a case for a more determined weeding 
but of Civil Servants on the ground of inefficiency or for disciplinary reasons, 
When P.V. investigation has afforded the thorough assessment of Weaknesses 
that would not otherwise have been possible we do not think that, so long as 
innocuous posts can fairly be found for such people in the Government service, 
if would be right to remedy the difficulties of the present position by instituting 
a policy of discharging persons on the mere ground that they are technically 
a security risk and therefore cannot be cleared for sensitive posts. 

62. So far as we can see the present system will work all right for the 
future but its maintenance depends upon the observance of certain conditions 
Which we deal with in this and the two following paragraphs. First, it 
must; be clearly accepted that persons who cannot be cleared on Positive 
Vetting but who are not inefficient or in breach of accepted standards of 
discipline are a charge upon the Government service as a whole. I t is not 
tp be- expected that those Departments that carry a large proportion of 
P.V. posts to their total complement will always be able to find non-sensitive 
posts for uncleared persons without prejudicing their future careers. The 
remedy is an effective system of inter-departmental transfers, since secret
posts represent only a small proportion of; the total number of posts in the 
Service and there are a number of large departmental employers whose 
work involves very little contact with classified information or material. As 
we have said, there has been a number of staff transferred from one 
Department to another on this ground in recent years. Generally speaking, 
such transfers have been arranged through the agency of the Treasury, but 
it has not been concealed from us that it has not always been easy to 
negotiate a transfer by agreement when the subject of it is someone who has 
upon him even the slight imputation of a character defect or a suspicion 
of Communist association. This is one of the awkward by-products of the-
P.V. system. Nevertheless we take the View that it is . important that those 
persons whom we have described as a charge upon the Government service 
a s - a whole should be freely accepted wherever there are posts available 
to them in the Government service which do not involve security 
considerations; otherwise the consequences of a responsible maintenance of 
the P.V. system are likely in the end to prove unacceptable. Ministers 
and Heads of Departments must, we think, approach their obligations with 
a-clear understanding of this necessity; As now, the Treasury should be 
used as the clearing house for these purposes and its considered 
recommendations for placing should b e treated as having the force of 
informal arbitration. At the same time it should be a firm rule that no 
Department should ask another t o help it out by accepting a transfer of a 
P:V. reject until it has satisfied the Treasury that it cannot, properly retain 
him within its own field of appointment. Departments must in the first, 
instance consume their own smoke. v.. fc p ih 



: , , 63, Secondly w e think that the procedure governing an officer who is ; 

refused P..V/ clearance o n grounds,of character defect, alone and , whose career 
vssii i^e^veWlx-^if?cfed. thereby should/carry;,a..clearer right of appeal tjvanj 
appears to exist-: at \ present.,; - W e .have jgiyen earlier our reasons for thinking, 
that - the^T-tocee Advisers cannot be, brought into this, and we are conscipusi 
t^at questions of P.V. clearance' are; often inextricably associated with: 
questions of posting and promotion out of which the P.V. investigation itself 
arises. Nevertheless the re fusa lof a , P.V. clearance is itself, or can be: 
made to bes, a,definitedecision dependent upon the existence of certain facts? 
and an assessment of their weight. In our view the general, rule should be, 
that an officer who is the subject of such a decision ought to be informed 
that it has been made and of its grounds. He knows already that the 
investigation is going on and it seems only fair that he should be told of: 

the result. He should also be told that , if he wishes to challenge the; 
decision, he is entitled to appeal to and bring the matter up before the. 
Head of his Department and to argue his case. 

64. The third condition is that the Government must make it clearly 
known to everyone concerned what are the implications of Positive Vetting 
and what are the respective rights and responsibilities that arise out of it. 
We do not think that this, information is sufficiently clear to-day and w e ; 
have not found any document or instruction which is adequately explicit. 
Ilack of this seems to be partly the cause of the departmental embarrassments' 
to which We have alluded and in our view that particular cause can and; 
should be removed. We think therefore that a new and franker statement of 
Government policy in the matter of personnel security should be reflected in 
a revision of the Standard form of warning about security which is published 
in the prospectus of competitions held by the Civil Service Commission. 

; 65. We do not recommend any substantial curtailment of the enquiries/ 
under the Positive Vetting procedure. They undoubtedly have their uses and m 
any case we recognise that the Government could not easily defend a situation 
in which it failed;to take reasonable steps to satisfy itself as to the general; 
background and character of the people to whom it was entrusting its mostr 
important secrets. But it follows from our general comments that we would; 
not.recommend the extension of the procedure to a wider category of Civil. 
Servants or posts. In theory security could be strengthened by extending 
Positive Vetting enquiries to posts with access to any secret defence 
information or to whole grades or classes whose members may have access' 
to such information. But, given the tenuousness of the connexion which we 
have found between the information revealed by enquiries of this nature and 
security, we think that this would be misplaced effort.: ' 

66. We also considered whether the Positive Vetting procedure could 
in ,some way be made, more effeotive. At present the Investigating Officers, 
are for the most part retired Police Officers (many with experience in the 
Special Branch) or retired officers from the Armed Forces, Colonial Services, 
&c. In general we found that Departments are quite well satisfied with the 
tact and perspicacity with which these officers go about their tasks and with, 
the quality of the reports which they submit on each case. We ourselves
saw. a number of such reports and thought that they were entirely adequate, 
in quality. .'. . 



67. Nor do we think that there is much to be gained by making "tfie 
field investigations more elaborate than they are a t present, for example 
by asking for more character referees than the present' two, by taking 
fingerprints or by making it the regular practice to undertake enquiries in 
the: neighbourhood of the man's home. Generally speaking, the enquiries 
made at present seem to us to be about as extensive as is profitable. Beyond 
the minimum procedures laid down, it must be left to the discretion of the 
individual Investigating Officer how far and in what quarters he presses his 
enquiries in any particular case. 

68. I t is an admissible criticism of the procedure that, since it is left to 
the individual being vetted to nominate his own character referees, the 
referees themselves may not be trustworthy. We considered the suggestion 
that to meet this point the referees themselves should as a matter of routine 
be checked through the Security Service,, On balance we do not recommend 
the adoption of this proposal. We suggest that what is wanted is that the 
Investigating Officer should be under clear instructions that it is part of, his 
$ask to satisfy himself of the referee's bona fides and that he is to take 
such. steps to that end as he thinks necessary. 

' 69. There is, however, one direction: in which we see scope for some 
extension of the Positive Vetting: effort: and that..concerns the matter of. 
reviewing.; We observed a tendency among: the Home Departments to look 
upon Positive Vetting as ;a once^for-aU:,.process, and to assume that a P . V 
clearance, once given, could be regarded a s , of indefinite validity. . This 
would be an unrealistic view, even if one was dealing only with mature adultsi 
In fact some young employees have, to be P:Vds before: they, can sensiblyLbe 
regarded as mature at all. To; begin with;' thereforej we think that the 
public service should make a general practice of the rule now, followed in 
the Foreign Service under which any P.V case under 21 should be reviewed 
annually until the age of 21 is reached, - , 

f ; 70. Even so, older men are capable of changing their behaviour and 
tvay of life and, to some extent their character. For this reason 'we suggest 
that Positive Vetting must be regarded in principle as a form of Clearance 
Which requires re-examination from; time to time so long as the man 
Concerned is in a post subject to P.V. We recommend the adoption of what 
i s .m substance the present practice of the Foreign Service and the Atomic 
Energy Authori ty: to review each case regularly at the end of five years 
from the last vet and, apart from that, at any time within the period if there 
is a marked change of circumstance affecting the man that is likely to bear 
upon his security rating. 

r' ' 71. Such a re-examinatibh does not call for a repetition of all the steps 
of the original P.V. procedure. The procedure required is that the Security 
file should be studied and a decision taken whether to reaffirm the clearance 
without further action or to reinvestigate the case to; cover the period of time 
since the previous clearance was granted. When a case is selected for 
reinvestigation, action should include- as a minimum an examination of the 
Establishment file,' an interview with ;ari officer who has; supervised the' work 
of the individual during the last five years and an interview with the officer 
Responsible for security at. the individual^ establishment. New significant 
information should be followed up as necessary. If the information suggests 



a subversive connexion the Security Service should be consulted. After the" 
satisfactory completion of the review of a case the existing Clearance should 
be reaffirmed and the date of the reaffirrhation should be recorded.  " ' 

'. 72. Side by side with the practice of reviewing there should be developed 
and maintained a system within the Department which ensures that any item 
of information received about an officer from whatever source which may 
have a possible bearing on his security is seen by the branch responsible for 
personnel security questions. This is largely a matter of good departmental 
organisation and to some extent of good filing. It is important that such a 
system should be attended to because, as we have already pointed out, the 
amount that is known within an ordinary home Department about the private 
lives and behaviour of its employees is extremely limited. No amount of 
instruction as to vigilance in reporting conduct of possible security significance 
is likely to alter this situation and it remains a limiting factor in the 
effectiveness of the personnel security system as a whole. 

73. There is one type of case where particular care is needed before P.V. 
clearance can be granted or maintained. This is the case where a public 
servant returns to his service after being held captive or interned for any 
substantial period (by which we have in mind a period of say three months) 
In Communist hands. From evidence which we have heard and from our 
examination of the recent case of Blake we think that there must be a risk 
involved in employing anyone who has been through such an experience ph 
secret work. While we recognise that circumstances may arise in which it 
Will be thought right to take a calculated risk, we recommend that the general 
rule should be adopted that no one in the category we have described should 
be re-employed (or employed for the first time) in any post within the field 
of Positive Vetting. 

74. Recommendations	 r 
(a)	 Departments should do their best to resolve one way or another cases 

of suspected Communist associations or sympathies which have not 
been submitted to the purge procedure. This involves, candid 
disclosure to Departments by the Security Service of its information, 
careful assessment of this information by the Department, more 
frequent resort to the purge procedure, and readiness by Departments 
which have non-secret posts available to accept on transfer Communist 
associates and sympathisers. 

(b)	 Adequate arrangements should be provided, under the auspices of the 
Treasury, for the transfer from sensitive to non-sensitive Departments, 
where necessary, of persons who cannot be cleared on P.V. but are 
not inefficient or in breach of accepted standards of discipline. , 

(c)	 If an officer is refused P.V. clearance on grounds of character defect 
alone and his career will be adversely affected thereby he should" as 
a general rule be informed of the fact and allowed to bring the matter 
up before the Head of his Department if he wishes. 

(d) The Government should explain more clearly the implications of 
. rv Positive Vetting; and this should be reflected in prospectuses, &c;v 
- issued by the Civil Service Commission. Thereafter the standing 

- instructions o n personnel security should be. revised. ni 



.'. (e) Investigating Officers should be under standing instructions to satisfy 
1:.!).. themselves :of the bona fides of character referees. . " 
!:^: (/) Any P.V. cases under 21 should be reviewed annually until that age is 

reached. Above that age each P.V. case should be reviewed every 
j ; c.: \ five years or earlier if there is a marked change of circumstances. 

(g)	 Departmental arrangements should be such that any information 
received about an officer which may reflect on his security is seen by 
the personnel security authorities. 

(h)	 A man who has been held captive or interned for any substantial 
'	 period in Communist hands should only in exceptional circumstances 

be employed or re-employed in a post subject to P .V. . . 

" 1 C H A P T E R 6. -THE F O R E I G N SERVICE, T H E SERVICE 


D E P A R T M E N T S AND T H E A R M E D F O R C E S 


75. The views and recommendations which we have expressed in earlier 
Chapters apply equally to the Foreign Service and to the Service and Civil 
Departments. While our enquiries have been directed primarily towards 
security policy and procedures as they apply in the public service generally 
there are several separate points relating to the special circumstances of 
particular services or Departments to Which we think it right to call attention. 

THE FOREIGN SERVICE 

76. The maintenance of security in the Foreign Service is in many ways 
more difficult than in the Home Civil Service. The staff are dispersed all over 
the world in relatively small units; and, operating in foreign countries, they are 
subject to attack by foreign intelligence services on a scale far greater 
(particularly in countries behind the Iron Curtain) than is known in this 
country. 

77. On the other hand Foreign Service officers can be i n little doubt as 
to the reality of the various threats to security. The man who has actually 
had a concealed microphone detected in his dining-room wall Can more 
readily be trained and persuaded to adopt a high standard of discipline and 
alertness in security matters than his counterpart in the Home Civil Service. 
The Foreign Service also has the advantage of being a relatively small service, 
whose members tend to know each other (and each other's families) personally 
as well as officially. This makes it possible to maintain a more effective 
system of personal vetting than is possible in the Home Civil Service, where 
little is known inside the office of a man's private life and habits. 

78. We formed the impression that the Foreign Service is alert to the 
importance of security precautions and that there is an effective security 
organisation in the Foreign Office. Since the defection of Burgess and Maclean 
there has been a thorough overhaul of security procedures and this has 
resulted in an attitude different from that which may have prevailed in earlier 
years. Virtually all members of all branches of the Foreign Service are 
subject to Positive Vetting. Although it cannot be the case that every 



Foreign Official has " constant and regula r" access to the most highly 
classified information, we were informed that in view of the high degree of 
mobility imposed on the Service and of the. difficulties of administration 
which would be caused by the treatment of some posts as requiring a higher 
degree of security clearance than others it was regarded as necessary to 
subject the whole staff to the P.V. procedure. This seems to us to be a 
reasonable policy to adopt: and the same rule is in fact in force in the more 
senior posts in the Commonwealth Relations Office. ) 

79. Security problems are particularly urgent in Her Majesty's Missions 
in countries of the Soviet bloc since members of the staff at all levels are an 
obvious target for hostile intelligence services. The best defence is a high 
standard of security discipline and of general morale. In our view the Foreign 
Office are right to insist that the provision of amenities such as clubs, canteens, 
recreational facilities, & c , while desirable in the interests of welfare and 
morale in any circumstances, is an essential precaution for Iron Curtain 
posts since by helping to maintain morale in uncongenial surroundings they 
render the staff less vulnerable to subversion and accordingly help to promote 
a good standard of security. 

80. This exposure of all members of a Mission to hostile intelligence 
attack is something of which the Foreign Office cannot too clearly remind 
Departments (such as the Service Departments) who attach staff to diplomatic 
Missions. Junior staff are just as critical for this purpose as their seniors 
and are likely to find it more difficult to solve the problems of adaptation to 
local conditions. Very great care should therefore be taken in the selection of 
all such staff. Moreover it is unwise to allow them too long a tour of duty, 
since the longer a man stays the more vulnerable he is likely to become; and 
reposting after such an appointment should be a matter of the most careful 
scrutiny. 

FOREIGN WIVES 

81. The suggestion is sometimes heard that foreign wives of Foreign 
Service officers represent a special risk to security. We do not believe that 
there is any substance in this. I t is to be expected that many diplomats should 
marry foreign wives and we do not doubt that the Foreign Service and the 
country have greatly gained thereby. But we regard it as essential that the 
security element of the question should always be borne in mind in the 
Foreign Office, both at the time when the initial decision is taken that the 
marriage of a member of the Foreign Service to a foreign wife is or is riot 
compatible with his retention in the Service and thereafter whenever the 
officers posting is under consideration. 

LOCALLY-ENGAGED STAFF OVERSEAS . :  J 

82. I t is the normal practice of the Foreign Office to recruit junior ^nd 
ancillary staff (interpreters, clerks, messengers, cleaners, drivers, &c.) for Her 
Majesty's Missions overseas from the nationals of the country in which the 
Mission is situated. Our attention was drawn to the special security problems 
to which this practice gives rise in Missions behind the Iron.Curtain, since 
locally-engaged staff have to be assumed, and are frequently in practice proved, 
to be agents of the local intelligence service. This is a most serious, and 
harassing consideration. Steps are taken to deny locally-engaged staff access 



^ a ^ I l  ̂ ^ l n * S j n M t i & ^ a i M ^ d ^ M ^ t e J ^ a a a j B a : ^ " of. diplomatic^ Missions 
"into zones of different degrees' of security, so that the access of isuch-staff 
can be effectively controlled. Nevertheless it is impossible n o prevent them 
from observing points about the Character and activities of members of the 
Mission and their visitors which? might be^ of ^alueKtbsashostile^ihtelhgence 

' service; and they have considerable opportunity to install eavesdropping 
devices. We were informed matHtHe^oVietipractice :-is to staff all the posts 

; i in its diplomatic Missions w i  ̂  with the 
Foreign Office whether it would be feasible to eliminate locally-engaged 
staff at least from British Missions behind the Iron Curtain. We came to the 

rConclusion, however, that it would be virtually impossible 'toi find people 
prepared to undertake these J o b s who had sufficient knowledge of the 

; appropriate languages and conditions to do them effectively! From the 
 language point of. view alone they would have to he retained in posts for a 
. relatively long period and the longer they stayed the more vulnerable they 
,would be likely to become. We accept with regret, therefore,, that it is not 
feasible to eliminate locally-engaged staff from Missions behind the Iron 
Curtain. The necessary alternative is that an exceptionally high standard 
of security discipline needs to be maintained in these Missions and no security 
precaution in the lay-out and structure of buildings or in protective devices 
can safely be omitted. 

r

T H E SERVICE DEPARTMENTS 

83. The Service Departments have special problems of their own which 
arise largely from the fact that they are staffed jointly by members of two 
different se rv ices - the Civil Service and the Armed Services concerned. . 

84. The Admiralty has in the past had no single or co-ordinated security 
organisation, responsibility being spread over a number of branches. From 
a study of the report of the Romer Committee and from the direct evidence 
which we heard we think that it was this weakness of organisation, combined 
w i t h insufficient alertness to the importance of security, which made it possible 
for the espionage activities of Houghton and Miss Gee to remain undetected 
for so long. The First Lord of the Admiralty announced in the House of 
Lords on 5th July, 1961, that a new Security Department was to be set up 
within the Admiralty " in which all the threads of personnel and material 

.,security	 as they affect both the civilian establishment and the Fleet will be 
brought together ". The new Department was to be staffed both by Naval 
officers and civilians and its responsibility was described as " ensuring that 
the security arrangements at headquarters and Naval establishments are 
working properly and for seeing that the regulations are fully understood and 
applied; and it will have the staff to enable it to test this by inspection in the 
field". This Department was set up on 29th August, 1961. 

85. In the War Office, both at Headquarters and at all its outstations, and 
in all establishments, formations and units under Army command, 
responsibility for personnel security lies with the Principal Establishment 
Officer for Civilians and with the Director of Military Intelligence (D.M.I.) 
for Service personnel. Responsibility for documentary and physical security 
is divided as follows: M 

2'5 



. F o  r War Office Headquarters and Research and Development 
" :;i ^Establishments; Royal Ordnance Factories and certain other establishments 

which were transferred: in 1959 from the Ministry of Supply, the chain of 
responsibility is from the Head of the establishment of branch, through 
the Assistant Under-Secretary of State, to the Permanent Under-Secretary 

: : of State. 
At all other War Department establishments responsibility is in the 

military command chain, security procedures being laid down by the 
D.M.I. At these establishments, security inspections are carried out by 

; ;the counter-intelligence units of the Intelligence Corps.

; Thus, in any particular establishment, there may be two lines of responsibility 
in respect of personnel security—one for civilian personnel and the other 
for Army personnel. There is, however, in any one establishment, only one 
chain of command relating to physical security. 

86. In the Air Ministry responsibility for personnel security in respect 
of civilian staff both at Headquarters and at outstations rests with the 
Principal Establishment Officer, who is also responsible for physical and 
documentary security throughout Air Ministry Headquarters. The Principal 
Establishment Officer is assisted by the Head of one of the Civil Establish
ment Divisions to whom the Chief Security Officer is responsible for 
physical and documentary security. Each directorate or division of the 
Air Ministry is required to appoint its own security officer. 

87. Responsibility for personnel security in respect of members of the 
Royal Air Force both at A i r Ministry Headquarters and at outstations lies 
with the Director-General of Personal Services, advised by the Assistant 
Chief of Air Staff (Intelligence). Personnel Security investigations are 
carried out by trained security officers of the Provost and Security Services 
regional organisation, controlled by the Director of Personal Services 
(Provost Marshal). In addition, D.P.S. (P.M.) is responsible for the 
investigation of subversive or suspected subversive activities which are 
calculated to undermine the loyalty, morale, or discipline within the Royal 
Air Force. 

... 88. The main question which arises from this diversity of organisation 
and practice is whether the new Admiralty organisation, which represents 
a marked change from the existing system in any of the Service 
Departments, best meets the needs of the Admiralty and, if so , whether a 
similar organisation could profitably be established in the War Office and 
the Air Ministry. We do ho t think that it would be sensible to 
express a view on either of these questions until the new Admiralty 
organisation is a tested working system. There is no absolute rule 
to be insisted upon and Departments must have flexibility in meeting 
their own circumstances, i t is to be expected that in the Admiralty 
:this new organisation will focus much more attention on security than 
, hitherto and will bring together much work which has in the past been 
,only loosely, if at all, cO-ordinated. Much will depend on the general 
(attitude throughout the Department from the highest level down. We think 
that the right course is to regard the new.organisation as experimental and 
to keep its progress under review. Such a review ought not in our Opinion 



to be regarded as a matter of solely domestic concern to the Admiralty, 
jsince it is-important that the other Service Departments (and possibly the 
Giviji.; Departments;^ as well) should learn what lessons they can, from this 
new development: We accordingly recommend that before the end of 1962 
such a review should be carried out with this wider object in mind. 

t

T H E ARMED FORCES 

. 89. : Evidence which we heard from the Heads of Intelligence of the 
three Services showed that there is no uniformity in their arrangements for 
Positive Vetting of personnel. Positive Vetting is applied in all three 
Services to selected posts, except that in the Royal Air Force all officers of 
the rank of Group Captain and above are subject to Positive Vetting. The 
P.V. procedure carried out is in each case based on the procedure set out 
in the standing instructions and described in Chapter 5 above. 

90. We found that there are, however, a number of variations of 
practice in the different Services and also between the Services and the 
Civil Service, in particular in respect of field investigations. In our view 
field investigation procedures should be standard and we recommend that 
the three Services should make sure that their arrangements on this matter 
are in line with Civil Service practice. 

91. The three Services also differ in their arrangements for undertaking 
field enquiries. In the Royal Navy these are carried out by a team of 
serving Naval officers, of the rank of Lieutenant-Commander or above, 
who usually serve on this work for two or three years. In the Army field 
enquiries, when carried out, have been undertaken either by Army personnel 
or by the Ministry of Aviation staff of Investigating Officers. The Army is 
at present in the process of enlisting a team of civilian Investigating Officers 
recruited from retired service and police officers, with the object of starting 
background investigation on all subjects for Positive Vetting with five years' 
or less service. In the Royal Air Force a team of civilian Investigating 
Officers already exists and has, we are told, proved very satisfactory. 

92. We have two comments to make on these arrangements. The first 
is that it seems to us preferable to employ on these field enquiries civilian 
staff rather than to entrust the work to serving officers for whom it is likely 
to be no more than incidental to their main careers. We think that in this 
respect the practice adopted by the Royal Air Force and proposed for the 
Army is preferable to that of the Royal Navy. Our second comment is 

-that, it seems unnecessary and may be extravagant of manpower that each 
Service should have a separate organisation for this purpose. Since a good 
deal of travelling is involved, a common-service organisation is likely to.-he 
economical in the Services, as it has been found to be in the Civil Service. 

, We recommend, therefore, the formation of a single team of Investigating 
Officers recruited from civilians of the necessary experience and working 
for all three Services. This team should either be administered by the 

^Ministry; of Defence Or, by one of the Service Departments on behalf of all. 
As in the Civil Service, responsibility for assessing each case and for taking 
a: decision; to. grant or withhold; clearance would lie with each Service in 
respect, of . i t s . own personnel, ZZZVJVD r...:': ' tkiz ; ; . 
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selection of such staff at all levels' ani l should lihut; the ̂  length of 
;gjjj tours ,of duty, v.- .. . .v ., $ .^ 

iw A : review should be carried out before the end of, 1962 of the 
progress' of the. new security, organisation in. the Admiralty. : .;, -.:, 

(c) All three Services should"follow	 current Civil Service practice in their 
field investigations; the necessary enquiries should be undertaken, by 

-	 a single team of civilian-Investigating Officers working for all three 
Services. .... 

C H A P T E R 7 . - S E C U R I T Y IN I N D U S T R Y 7; 

. 94. Many Government contracts, particularly in the defence field, are 
subject in whole of part to security classification and the protection of 
classified information and material in the hands of Government contractors 

J i s an important element in the security system. The security arrangements 
among Government contractors are broadly similar to. those in Government 
Departments^ The main features of the system are as follows. In addition 
-to the general sanctions of the Official Secrets Acts the contractor is required 
to undertake certain measures set out in detail in a security clause which 
is included as a standard condition in all Government contracts which have 
a classified content. This provides for the exclusion from access to classified 

; information of any person who does not need such access for the proper 
performance of the contract, or who (unless the Department specifically 

; consents) is an alien or is not the servant of the contractor, or whom the 
, Department has required to be excluded; it gives the Department a right to 
be supplied with full particulars of all persons handling classified information, 
to inspect the security arrangements of the firm, to control the placing of 
sub-contracts and so on. Failure to carry out these security obligations 
gives the Department the right to terminate the contract. 

PROCEDURES 
95. Either before or (more usually) after the contract has been signed the 

; Department sends the contractor written instructions (in a letter usually called 
the "secret aspects le t ter") defining the security classification which is to be 
applied to each part of the contract. In principle the application of the purge 
procedure and P.V. to contractors' employees is on the same basis as in the 
public service. In practice these personnel security procedures, though 
sometimes calling for delicate handling, do not appear to present contractors 
with major difficulties or embarrassment. - , - ' 

96. In addition to the formal procedures, contracting firms are helped 
in various ways to carry out their security obligations: 

(a) They	 are provided with a manual which gives both general and 
detailed guidance on security procedures., 

(6) The	 Security Service runs special courses for industrial Security 
Officers and occasional short courses for higher management. ' 



; (e) The Security Service employs a team of officers who act as Security 
5 Advisers to Government contractors. These officers, who act as 
; agents for the contracting Departments,, visit contracting firms to 
^ ; inspect their security arrangements and to offer help or advice o i fany 

security problems that may arise. 

We heard oral evidence on the working of these procedures both from the 
Ministry of Aviation and the Security Service and from representatives of 
Certain Government contractors with experience of classified contract work. 

COMMENTS 

97. The security of Government classified contracts cannot be achieved 
either by the contracting Department or by the contracting firm alone. It 
requires an effort by both sides and co-operation between them. 

98. On the contractor^ part there seem to us to be two main 
requirements. 

(i) Employees at all levels must be given clear instructions as to	 security 
rules to be observed, and so far as possible these rules should be 
incorporated in routine procedures so that their observance becomes 
largely automatic. 

(ii) The	 firm must have an effective security organisation and take 
adequate steps to see that security rules are obeyed. The needs of 
different firms vary according to their size and circumstance but in 
every firm one individual, whether he is a whole-time Security Officer 
or not, should be charged with particular responsibility for security. 
Many companies nominate a member of the Board of Directors (or, 
if his status is adequate, the Company Secretary) to take general 
charge of security matters. We regard this as an essential requirement 
and reoommend that any contracting firms which have not adopted 
this practice should be persuaded to do so. If it is known throughout 
a firm that the management insist on a high standard of security and 
that the Security Officer has their full support, this attitude will be 
reflected in an awareness of security among employees generally. 
Because there is no easy way of persuading directors and managers to 
give a lead of this sort, it is the more important that Ministers and 
senior Civil Servants in the contracting Departments should take every 
opportunity that occurs to let it be known that the Government expects 
a high standard of security among its contractors. In particular any 
substantial lapse in security by a contracting firm ought invariably to 
be treated by the contracting Department as a serious matter, to be 
dealt with at the highest levels and in a suitably formal manner. 

99. In general we formed a favourable impression of the care which is 
taken by contracting firms to maintain a proper standard of security. They 
appeared to us to understand what is needed, to have established an adequate 
organisation, and to be receptive of advice. 

100. The Government has for its part two main obligations towards its 
contractors in relation to security. The first is to give them the clearest 
possible instructions as to the classification of the various parts of each 



contract. Although the procedure of the "secret aspects l e t t e r" appears 
generally to work well, several firms complained to us that the letter did 
hot always give them sufficiently clear or detailed guidance. Indeed it 
sometimes suggested that the contracting Department was confused in its 
own mind about the real security requirements of the contract. We feel 
bound to emphasise that the responsibility for defining the security 
classification of contracts rests solely with the contracting Department. - We 
regard it as essential that formal instructions for this purpose, set out in 
clear and detailed terms, should be issued in respect of every classified 
contract and that this.should be done with the minimum delay. Unless this 
practice is followed in every case with scrupulous care, we see scope for 
serious confusion and misunderstanding. 

101. The Governments second duty is to give contractors as much 
help and advice as they need and to supervise and. inspect their security 
arrangements, i The written advice provided; by the manual seemed to us 
to be valuable and to be well regarded by the firms whom we met. For 
the rest security advice is provided by the team of Security Service officers 
who act as Security Advisers to individual firms. Although it might be 
considered more logical for the Security Advisers to be provided by the 
contracting Departments, the present arrangement works well and we are 
satisfied, that there are solid grounds for maintaining it. 

102. All the evidence which we heard showed that contracting firms 
respect and welcome the advice and prompt assistance which they receive 
from the Security Advisers- both in the course of their regular visits and 
ad hoc when special problems arise. Although we do not think that the 
present frequency of such visits of inspection is seriously inadequate, the 
difficulties of the existing team giving sufficiently detailed attention to the 
numerous industrial establishments undertaking classified contracts are 
self-evident and we recommend that the team should be increased in size. 
We regard it as important that these officers should have time, in addition 
to their primary task of inspection and advice, to arrange or undertake a 
certain amount of security education in industry and to develop and maintain 
contacts with the various contracting Departments. We recommend that the 
size of the increased team should be decided with these considerations in 
mind. 

103. Recommendations 
(a)	 Government contractors engaged on classified work should issue 

clear instructions to their employees on the security rules to be 
observed and should maintain an adequate security organisation. A 
member of the Board of Directors should normally be nominated as 
generally responsible for security matters. Contracting Departments 
should treat any substantial lapse in security by a contractor as a 
serious matter. 

(b)	 Contracting Departments must issue clear, detailed and prompt 
instructions defining the security aspects of every classified contract. 

(c)	 The team of Security Advisers should be strengthened. 



C H A P T E R 8 . - P H Y S I C A L A N D D O C U M E N T A R Y SECURITY A N D 
\ - / - SECURITY T R A I N I N G o 

j - - :104, Our review of personnel security procedures led us to the broad 
Conclusion that there is no feasible system which can offer a complete 
assurance that every member of the public service who has access to secret 
Information will prove trustworthy at all times and in all circumstances. 
While the present procedures can be relied upon with a fair degree of 
confidence to reveal recent association with Communist organisations or 
individuals it cannot be assumed that they are of anything like equal 
efficacy in pinpointing the man who may at some future time turn traitor 
for ideological or psychological reasons (or a mixture of the two). And 
it is the most effective and therefore the most dangerous spies who arc 
most likely to slip undetected through the personnel security net. 

PHYSICAL SECURITY 

- 105. This suggests that the maintenance of a high standard of physical 
and documentary security must always remain of the first importance. We 
have not examined in detail the standing instructions relating to physical 
security but we are satisfied that there are adequate arrangements for 
securing co-ordination of policy in this field and we proceed on the 
assumption that the standards of protection which are laid down in the 
standing instructions are adequate. The real difficulty lies not so much in 
devising standards or procedures as in ensuring that they are regularly and 
properly observed. 

106. We rank as first in importance observance of the " need to know " 
principle, under which classified information should be disseminated no 
wider than is required for the efficient discharge of the business in hand; 
If may well be easier to state than to apply it, but unless a conscious attempt 
is made to apply it, security will be jeopardised at once. In this context 
the formal indoctrination technique should be taken as the working modeL 
When this technique is applied in respect of some particularly secret subject; 
information about it is restricted to a named list of officers and each is 
required to undergo some procedure of formal indoctrination before he is 
listed. The technique is necessarily expensive in time and staff, but we are 
in no doubt that it provides a higher standard of security than can be 
achieved in any other way. 
I. 107. Reduced to essentials, physical security is largely a matter of 
regulating access to premises and documents and of locking things u p 
Safely. While there are still certain deficiencies of equipment, in practice 
carelessness is probably a much more serious threat to security than 
inadequacy of equipment. Inspections of offices by security staff after 
working hours are recommended in the standing instructions as a regular 
routine and there is no doubt that they have a salutary effect, provided that 
proper arrangements exist for breaches of security to be reported to the 
Security Officer and to higher authority as necessary and for such reports 
to; be -followed up and action taken. This is a point at which senior officers 
can, with relatively small expenditure of their own time, make it clear to the 
staff that security is for them an active concern. ; ; : 

n 



PROTECTION OF DOCUMENTS-AND MATERIAL : t(i : - ji 
108. Accepting, however, that in the last resort there is no procedure' 

o f personnel or physical security which will offer complete protection 
against the ill-disposed public servant Who has access to secret information, 
there remains the question whether any further steps can be taken at least 
to make the illicit removal of documents or material from a Government 
establishment sufficiently risky to deter the waverer. 

109. It is important to grasp in this connexion that, while in certain 
cases verbal information or manuscript notes may suffice, the chances arjs 
that anyone engaging in espionage will be under pressure from his masters 
to.provide information in documentary, probably photographic, form. H e 
will need therefore either to photograph classified documents in the office 
or to remove them temporarily from, the office so that . they can . be 
photographed elsewhere. . w Vi

110. On this basis it is possible to concentrate on two critical points : 
: The opportunity to make copies of documents, photographically or 

otherwise, in the office.—This requires above all p r i v a c y - t h e ability to 
work singly in a room. It would be absurd to suggest that no one in the 
Civil. Service should have a room to himself, but the security aspect of the 
question should not be overlooked when accommodation is being planned, 
particularly accommodation for typing, duplicating or photo-copying staff. 
When officers do -work s ing ly , it is desirable to arrange for inter-c 

communication between adjoining rooms by door, window or hatch. 
' ' 111. Attention. must also be given to the opportunities Offered by 
officers staying late in the office or coming in at times -Outside ohOrhial 
working hours. ' There need, riot be anything sinister in this, - of course— 
but the security authorities of a Department ought to know which members 
Of the staff have such a habit. We recommend, therefore^ the general 
adoption by Departments having any substantial amount of sensitive work 
Of the practice of requiring anyone leaving late or coming in at odd times 
to sign in and. out in a book, to be subject to regular inspection by the 
Security Officer. . . : r . ' ,7 
v'\ '"1-12. -The opportunity to take classified documents out of the bffiee.--We 
considered all the obvious methods of detecting such pract ices-rout ine of 
snap checks, searches, either of the person of of bags, brief cases, &c. It ii 
qiiite plain that they could never be wholly effective against a determined 
person: and to have even a likelihood of being effective they would be 
intolerable to those concerned. While it is possible that the chance of being 
searched would have some deterrent effect, it seems much more than possible, 
that searches would be resented by the staff and would have a bad effect on 
staff relations. We should ourselves share their resentment and have;' 
concluded; therefore, that there is no workable procedure that we can 
recommend for the detection of unauthorised removal of classified documents; 

113. We ought to mention, since it is related to one of the difficulties that 
we met, that it is not improper per se to take classified documents ou t , o? 
Government premises: The propriety depends on ad hoc permission of 
defined fujes.'- We doubt very much; whether the existing rules are carefully 
observed and this may be because they are not suitably adapted to present 
conditions. We think that the authorities might well consider their revision.-5 



 rSECURITY TRAINING AND EDUCATION-; : . . ! ^ - ' \v . . : h : : / : ;
114. I t would be unreasonable- to expect a. high standard of securityoisi,i

the public service unless adequate: training and education were provided. In 
our view these- are two -main needs. First, there must foe training of Civil, 
Servants (or Service officers) who,: are appointed to deal specifically with 
security questions, whether in a whole-time post of Security Officer or on a 
pkrt-timc basis. All such men should be given; some formal training; in 
security work. This training should be designed primarily to give security 
staff; an insight into the nature of the various threats to security, to persuade 
them that the challenge which these threats presents makes security a worth
while job, and to instruct them in the necessary techniques. We think that, 
in the main training of this sort ought to be regarded as the responsibility of 
the Security Service and. carried out by. them. Generally, speaking this work 
is done by them at present, but we think that, having regard to the tenor of 
our recommendations, some increase of staff engaged on these training duties., 
is called for. A refresher course can be even more useful than an initial 
course, and we see much advantage in giving a newly-appointed Security 
Officer a relatively brief course of initial training followed by a few months 
of practical experience in a security post and then to recall him for a refresher 
course, when further training can be assimilated against the background of at 
least limited practical experience. . 

L-* 1151 The second requirement is the much wider task of persuading the ; 
general body of public servants who are handling or are liable to handle ; 
classified information that security is a matter of practical importance. The 
biggest single risk to security at the present time is probably a general lack 
of conviction that any substantial threat exists.. This attitude of mind can; 
be overcome only by a sustained and skilfully directed educational effort in 
the right quarters. We recommend that a programme on these lines should 
be drawn up. . . 

1. 116. The size of the field to be covered makes it inevitable that for the 
most part each Department will have to undertake its own programme of 
security education, looking to the Security Service for advice on training 
techniques and for the provision of suitable material for talks and lectures. 
If is very important that this material should convey an adequate sense of 
reality to every listener. Hitherto effective education has been handicapped 
by the fact that the subject tends itself to be regarded as secret. The average 
Civil Servant, even in a defence Department, has little conception of t he : 
extent and intensity of the effort to penetrate his secrets and probably knows 
next to nothing of the existence or activities of the Security Service. When 
something dramatic happens, as in the Portland case, the whole subject j 
springs.momentarily to life: but for the rest it seems remote and unreal. If 
he is to remain constantly on the alert in security matters he will have to be 
brought more into touch with what goes on and, despite the very real, 
difficulties that attend plain speaking, something more of the traditional vei l , 
will have to be lifted.  ; , ; 

117. Recommendations 
(a) The " need to k n o w " principle must be strictly observed. The 

technique of formal indoctrination is the most effective model for th is , 
, purpose. . . . . . .  , V .... 
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(6) Publicity given to security lapses within a D e p a r t m e n t " Can prove?' 
salutary. - ;. .-..-r.:v:I'-:-;:--;-: ;I ' 

[ ( c  ) In planning accommodation, attention should be paid to the security5 

J f value of staff sharing rooms and of intercommunication between' 
adjdiriing rooms by doors, windows, etc. /, 

- (d)	 Staff leaving late or entering a Government establishment at unusual 
.	 hours should be required to sign in and out in a book subject to 

regular inspection by the Security Officer. . . . . . . . 
(e)	 The technical training of security staff should be regarded as the; 

!....--- responsibility of the Security Service whose complement should bey 
increased for the purpose. 

(f) A programme of security education for the public service generally' 
' should be drawn up. ' 

- C H A P T E R 9 . - D N O T I C E P R O C E D U R E ', . 

118. On 3rd August, 1961, in reply, to a question in the House of 
Commons from Mr. George Brown, M.P., the Pr ime. Minister undertook 
to refer to us in this Committee the general issue as to; the role of D Notices 
in security arrangements and the value of such Notices and also a part icular: 
issue as to the necessity or propriety of one such Notice issued on 27th July 
last?	 \ . .  r / . . - . . .  : . "-"y- 7 ; ' . . ; ' - - . : 

; 119. We have accordingly enquired into these matters and have ConT::; 
sidered documents and heard evidence upon them. Our conclusions a r e : ,d 

(i)	 D Notices have a part to; play in the general system of protecting 
significant defence information from unauthorised publication; : - ; n 

" (ii) they are of value for this purpose; ' 
(iii) the Notice of 27th July was not unnecessary or improper,. but parts;: 
- of it were expressed in a way which caused genuine misgivings,to. 

some editors as to whether a new and more restrictive a t t i tude ; 
-	 V towards newspaper publication was being adopted. These misgiving^ 

have now, we believe, been removed by further explanation of the ] 
intended import of the Notice. " 

THE ROLE OF D NOTICES . . . , 
.120. A D Notice is a formal letter of request which is circulated 

confidentially to newspaper editors, to editors of news in sound broadcasting i 
and,.television, stations and to editors of some periodicals concerned with-, 
defence information. It is issued upon the authority of a Committee known 
as the Services, Press and Broadcasting Committee, composed partly of 
Government officials and partly of representatives of various Press and 
rad^o, organisations., No one except the Committee can issue a D Notice 
and no ,;one can require it to do so. A Notice has no legal force and can 
only5 be regarded as a letter of advice or request: Each aspect i s .o f some 
importance: a Notice is advisory in that it gives an editor warning that 



an item of news, which may well be protected under the Official-"Secrete, 
Acts, is regarded by the defence authorities as a secret of importance, and 
if is of the nature of a request in that it informs editors that, whether or 
not any legal sanction would attach to the act of publication, publication 
is considered to be contrary to the national interest. 

121. The D Notice system therefore operates by arrangement between 
the newspapers on the one side and the Government Departments concerned 
with the protection of defence information on the other. Its success depends 
upon goodwill and, in effect, upon very little else. The maintenance of 
this goodwill involves a delicate balance of conditions which can only be 
appreciated in the light of the history and composition of the Services, 
Press and Broadcasting Committee. 

HISTORY OF THE D NOTICE SYSTEM 

122: The Committee in its original form was set up in 1912, a year 
after the coming into force of the Official Secrets Act, 1911. It was entitled 
" Admiralty, War Office and Press Commit tee" . From the beginning it 
issued D Notices to the Press, and Press members of the Committee were 
given confidential information to enable them to judge the necessity and 
contents of any D Notice they were asked to sponsor. Its secretary was the 
manager of the Press Association news agency or, later, one of its officials. 

123. When war broke out in 1939 the Committee ceased to operate, 
since a Press Censorship Department was organised at the Ministry of 
Information, which provided the Press with an elaborate and continuous 
service of censorship such as was required by the war situation. D Notices, 
agreed with representatives of the Press, were issued by this Department, 
supplemented on occasions by communications, styled Private and Confiden
tial Letters, issued by the Chief Press Censor on his own authority. 

124. In 1945 the Committee was reconstituted in its present form. 
There are four Government representatives, the permanent Heads of the 
War Office, Admiralty, Air Ministry and Ministry of Aviation, and 11 
representatives of the Press (in which phrase we include broadcasting and 
television). The Chair rotates between the three Service Departments. It 
is proposed to add the Permanent Secretary of the Ministry of Defence to 
the membership of the Committee and we may say in passing that we 
endorse this proposal. 

125. The Secretary of the Committee has not changed since 1945. He 
is Rear-Admiral (Retired) G. P. Thomson, who had held the office of Chief 
Press Censor at the Ministry of Information during a large part of the last 
war, and was very well known to and appreciated by many members of 
the Press in that capacity. Although it was arranged in 1945 that the 
Government was to provide the Secretary and bear all the expenses of 
D Notice distribution, Admiral Thomson was in fact appointed at the 
request of the Press members as well as with the approval of the Government 
representatives, and we think that any account of the post-war operation 
of the system must be read in the light of Admiral Thoms6n's very special 
position and prestige in all matters of Press-Government relations. 



METHOD OF OPERATING 

126. A  D Notice is not normally the product of an actual Committee 
meeting. A Department wishing to have a Notice issued settles the draft 
of the proposal with the Secretary, who is able out of his experience to advise 
upon the form and content which are most likely to make it acceptable to 
the Press. When that is settled he personally takes it to available Press 
members of the Committee in London for' their concurrence: if that is 
obtained, the.draft is circulated to all Press members, and, if there is no 
disagreement, the consequent Notice is issued by him as a D Notice, though 
in the name of the Committee as a whole. Drafts that cannot be agreed or 
drafts that seem to contain some new principle of restriction require considera
tion at a full meeting of the Committee. In very urgent cases the Secretary 
is authorised to issue a D Notice on his own responsibility, provided that he 
can secure the concurrence of two Press members. 

127. The range of the subjects that can be covered by D Notices is 
described as being " naval, military and air matters the publication of which 
would be prejudicial to the national interest". This is the formula agreed 
when the Committee was reconstituted in 1945 and it is on the same lines as 
the original formula adopted in 1912.. The Press do not in fact insist on any 
rigid interpretation of the wording of this formula, so long as a clear case 
of national prejudice of "  a mil i tary" nature can be made out. Thus 
Departments not directly represented on the Committee have on occasions 
resorted to the Committee with a request for the issue of a D Notice. Cases 
of this kind lie on a borderline which does not receive and in fact defies 
precise definition, and their handling illustrates again the importance of 
personal relations and mutual confidence if the D Notice system is to be 
worked effectively. 

128. Up to now it has worked effectively. There have been cases of 
non-observance but, according to our informants, such cases have been 
relatively few, more often accidental than deliberate, and they have never 
been persisted in after the Secretary has taken the matter up with the 
responsible editor. 

THE VALUE OF THE D NOTICE SYSTEM 

129. In our view the system makes a valuable and effective contribution 
to protecting from disclosure " mi l i ta ry" information which needs to be 
concealed and which it would be useful to other Powers to possess. By its 
operation Her Majesty's Government succeeds, year in and year out, in 
keeping out of newspapers, radio, and television a great deal of material 
which, so far as we can see, could not be kept out in any other way. 

130. It is necessary to ask what practical alternative there is to main
taining a system of this kind. One must begin with recognition of the fact 
that in this country the Press do acquire a very considerable volume of 
information on secret matters which, prima facie, is of interest and importance 
to their public. This information comes from a variety of sources, often 
unidentifiable at any one moment, but not by any means necessarily 
illegitimate or reprehensible. So far as legal sanctions go, there is nothing to 
restrict publication except the provisions of the Official Secrets Acts, 1911-39; 
and these provisions, though widely drawn are, generally speaking, confined to 



the protection of information about " prohibited p laces" and information 
obtained through some " wrongful communication " by or through an official. 
Some that comes to the Press may originate in this way, but at any rate some 
may not : and in any event, it must often be impossible at the critical moment 
of publication for the editor himself to say whether he is within or without the 
provisions of the Acts. While, therefore, their existence does serve as a general 
restraining influence at the back of editorial life and there is always the possi
bility that they might be resorted to in the case of a gross breach of security, 
they do not on the other hand provide a working code of what should or should 
not be published on any particular subject nor is there a lively expectation in 
the Press that in any ordinary case of publication of matters which the Govern
ment wishes to keep secret publication will be followed by a criminal 
prosecution. It must be taken, therefore, that the Official Secrets Acts are not 
an effective instrument for controlling Press publication of that kind of 
" mil i tary" information of some though perhaps no great individual 
importance which it is nevertheless most desirable to keep from hostile 
intelligence. 

131. Such an instrument is provided by the D Notice system and, in the 
absence of compulsory Press censorship or voluntary censorship supported by 
ad hoc Defence Regulation (the system that prevailed in the last war), we see no 
alternative to it. It appears to suit the needs of both sides. It suits the official 
side, because it provides a centralised and quickly working means of communi
cating requests and warnings to the Press before the damage is done and under 
the authority of a Committee upon which Press representatives are known to be 
in a majority. It suits the Press side because, without being mandatory, it 
enables an editor to know before publication that a news item is regarded by 
the Government as unfit for use without prejudice to the national interest—a 
point on which the Press are sensitive where " mil i tary" information is 
concerned—and it does give him the kind of guidance in respect of matters that 
may be affected by the Official Secrets Acts that he would have to look for 
somewhere for his own protection if there were no D Notices to rely on. 
According to the evidence we heard, neither side wishes to aboli:h or in any 
substantial way to amend the present system. 

132. We asked ourselves whether we could detect any danger to 
Government security in the use and circulation of D Notices. The existence 
of the Committee and the necessity of the concurrence of the Press members 
before a Notice is issued means that confidential or secret information has to 
be shared with them. But in one form or another it is a commonplace of a 
newspaper man's life to be a confidential recipient of secret information, and 
in the context of a Committee of this nature we do not see in the practice any 
risk that is worth attention. The official side is well aware of the importance 
of restricting as much as possible the positive information contributed by a 
D Notice; and, at the receiving end, we did not get the impression from those 
we asked that the Notices were carelessly distributed in the newspaper offices. 

T H E FUTURE 
133. We feel no hesitation therefore in recommending the continuance of 

the D Notice system on the present lines, provided that it can be so continued. 
We now address ourselves to this point, which requires consideration under 
two different aspects. 



134. First, there is the personnel and organisation of the Committee. The 
official representatives have been the permanent heads of the respective 
Departments concerned; and this, in our view, is right. The representatives 
of the Press have, of course, been appointed by the various Press interests 
concerned. It is clearly desirable that they should be of the calibre and 
experience that is needed for their responsibility. Apart from emphasising 
this fact, we have not thought it necessary to make any positive recom
mendation; for, although the matter would be of the first importance if the 
Press as a whole were prepared to regard D Notices as necessarily binding on 
them by the mere fact that their form had been agreed before issue by their 
representatives on the. Committee, this is not their attitude, and we do not 
think that under current conditions it is ever likely to be. It must be expected 
therefore that rare occasions will arise upon which some newspaper will wish 
to criticise in public a D Notice to which it objects in principle and we do not 
think that this possibility would be eliminated even by a greater strengthening 
of the Press side of the Committee. 

135. This consideration serves to stress further the importance of what is 
in our view the critical question for the future—the personality of the Secretary. 
It is upon the work of the Secretary and not upon what can only be very 
infrequent meetings of the Committee that the operation of the D Notice system 
depends. His work involves much more than the various procedures that 
lead to the issuing of a D Notice. Since in most cases such notices will not be 
acceptable to the Press as a whole if they are intended merely as blanket stops 
on a particular subject—a point which we elaborate when dealing with the D 
Notice of 27th July, 1961—he has to provide in himself something like a 
continuous advisory service of voluntary censorship so as to pass, amend, or 
reject copy that falls within the range of subject embraced by the Notice. 
This is an exacting task arising at unpredictable hours and often demanding 
an exercise of rapid and experienced judgment on the part of the Secretary 
or in other cases urgent consultation with the experts in the Department 
directly concerned. 

136. We do not think it an exaggeration to say that the D Notice system 
has been as successful as it has since 1945 because of the special qualifications 
and personality of Admiral Thomson himself. He passed into the post of 
Secretary after some four war years as Chief Press Censor and he brought to 
his task great experience, a very wide knowledge of the ramifications of the 
Press, and an exceptional measure of goodwill due to the service that he had 
given. According to our information he, and through him the Committee, 
still enjoy these advantages. 

137. It seems unreasonable to expect that this state of affairs can continue 
long into the future. In our view, therefore, it is now high time for the 
authorities to plan how to deal with the problem of replacing him when he 
wishes to retire. No replacement will be able to bring to the office his 
combination of advantages, but we think that it must be prudent to try to 
select a man now and to give him a chance of running in with the work while 
Admiral Thomson is still there. It is not useful for us to try to outline a 
list of the qualifications required, but the advice we received suggested the 
importance of at least two conditions. Negatively, the Secretary should not 
be himself drawn from journalism: positively, he must be familiar with the 



ways of the Press and have a sympathetic personal approach in his relations 
with them. 

138. Since, as we have indicated, the effective work of the Committee has 
tc be done by the Secretary, there is much to be said for raising formally 
the status which Admiral Thomson enjoys by virtue of his own prestige and 
making the Secretary a full member of the Committee itself. This, however, 
can only be brought about if the Press members of the Committee agree to 
it. Secondly, it must be realised that Admiral Thomson has apparently made 
himself available on nearly all days at nearly any hour. It remains to be 
seen whether a successor can be found to give such untiring continuous 
service. Considering the amount that the Government stands to gain by 
keeping the D Notice system in good running order, we do not think that there 
would be any waste of time or money if two men were allotted to this task, 
though it must be a matter for further enquiry how much of other duties 
could be combined with the discharge of this one. 

139. We spoke above of two aspects from which the future of the system 
needed to be regarded. We turn now to the second. It must be realised on 
the Government side that the system is essentially a voluntary one, which 
trenches upon the very delicate subject of Press freedom. If it is to continue 
to be operated successfully, it must not be subjected to overstrain and this basic 
condition of its existence must always be kept in mind. Since there have been 
no less than three occasions during the course of this summer when difficulties 
arose over the issue of D Notices—something quite exceptional in relation to 
the post-war average—we think that it would be useful if we listed briefly the 
points which have been brought home to us by our enquiry as bearing on 
these matters: 

(a) When queries arise in respect of copy that is the subject of a D Notice, 
there must be a service on the Government side that will provide a 
prompt and authoritative answer. Such an answer may be given by 
the Department concerned direct or by or through the Secretary to the 
Committee: but from the Press side there are advantages in expecting 
the query to be handled by the Secretary. 

(b)	 The agreement on the Press side to receive and respect D Notices is 
contingent upon the subject matter being confined to " naval, military 
and air matters the publication of which would be prejudicial to the 
national interest". As we have said, this formula is not strictly 
insisted upon: but any attempt to go outside it is liable to be regarded 
with suspicion and should only be resorted to, therefore, on special 
occasions when the subject is one of grave and obvious importance. 
There is always likely to be resentment if a Notice is thought to have 
been dictated by " poli t ical" considerations, or if it is thought that the 
official side is trying unreasonably to suppress here matter which is 
already public knowledge abroad. 

(c)	 I t is particularly desirable that no news in the possession of a 
newspaper should be held up on a Departmental request or under 
Departmental pressure in the name of security when there is reason 
to suppose that the real motive of the request or pressure is the 
convenience of the Department or its political chief. Complaints of 
such incidents recur from time to time. They are a standing grievance 



with the Press and they do more than any other single thing to prejudice 
the system of voluntary co-operation in the withholding of news which 
is represented by the D Notices. 

T H E D NOTICE OF 27TH JULY, 1961 
140. This Notice was issued on the authority of the Committee, and its 

heading " Classified Weapons and Equipment : and Air Photography and 
Diagrams " sufficiently describes the subject matter with which it dealt. The 
restrictions that it requested recipients to observe related, therefore, to 
information about defence matters of a military nature and to nothing else. 

141. The Notice stated that it was in substitution for three preceding 
Notices which were then outstanding, one of 10th December, 1951, one of 
13th February, 1956, and a " War Potential Letter " of 11th April, 1957. The 
form of these earlier Notices had not given complete satisfaction to all 
members of the Press and for some time before July 1961 the Press members 
of the Committee, or some of them, had been arguing that a more satisfactory 
form of restriction should be found. The general objection to the earlier 
Notices was that they were too comprehensive in their restrictions. For 
instance the first Notice, that of 10th December, 1951, requested that there 
should be " no disclosure of information regarding weapons or equipment 
before it has been officially released ". Such a Notice, if strictly observed, 
meant that no factual information of any kind regarding weapons or equipment 
could be printed until it had been published in an official announcement or 
specifically released on the authority of the Government Department 
concerned. 

142. There seems to be no doubt that the intention of the Committee in 
issuing the new D Notice was to reduce the area of subject matter upon which 
a newspaper was requested to refer copy either to the Secretary of the 
Committee or to the interested Department. It sought to do this by listing a 
number of detailed points arising in relation to weapons, equipment, 
installations, &c , and confining its requests for restricted publication to 
information affected by these points. Nevertheless the range of such 
information still continued to be very wide. 

143. Each of the main sub-divisions of the requests headed "Classified 
Weapons and Equ ipmen t " was preceded by the words " Until officially 
announced . . .". For instance the first ran " (a) Until officially announced no 
mention should be made without prior advice from the appropriate Depart
ment of the existence of a new weapon or military equipment under 
development". The second ran " (b) Until officially announced no 
information should be published of the code name or number, the design, the 
technical or military characteristics, or the performance of a weapon or 
military equipment under study, development or test; nor should the name of 
the firm or establishment which is developing it be published ". 

144. These words " officially announced " are, perhaps, ambiguous. Their 
natural meaning suggests that an official announcement must precede the 
publishing of any information by a newspaper, however fully it may be in 
prior possession of the material. We are assured, however, that this was not 



the intention of those who drafted the Notice and that they did not contem
plate that there should be any change in the existing practice of allowing Press 
publication of any information within the restricted field, provided that it was 
first approved by the Secretary or the responsible Department. 

145. The criticisms and protests which followed the issue of this Notice 
arose from suspicions aroused by a combination of three factors. First, the 
Notice was in unusually detailed form and that in itself, suggested that a code 
of restriction was being evolved for the Press as a whole to which each 
newspaper would be held without variation. Secondly, the phrase " until 
officially announced " was read, at any rate by some newspapers actively con
cerned with this kind of information, as indicating a change of practice under 
which it would no longer be possible to obtain ad hoc release of a newspapers 
individual copy, pending an official statement or hand-out. Thirdly, it was 
feared that, having regard to the wording, it was no longer to be permissible 
for copy to be submitted to the Secretary for approval and that everything 
must go to a Department. 

146. The Notice was not, in our view, happily drafted in these particulars 
and we see nothing unreasonable in criticisms directed to getting it elucidated 
or amended. We are informed that this has now been done. The criticisms 
have been taken account of at a further meeting of the Committee and a 
further communication has been circulated to the Press which is intended 
to make it clear that as heretofore copy which falls within a restricted category 
may nevertheless be submitted at any time for approval and release, though 
no official statement has been made, and that the Secretary of the Committee 
will continue to be available for the purpose of giving or obtaining such 
approval. 

147. We were given to understand by the representatives of the 
newspapers who had published criticisms of the Notice and whom we 
interviewed accordingly, that this meets the substance of their objections and 
we recommend that the matter should be regarded as closed on this basis. 

148. There is, however, one remaining point to which we should draw 
attention before we leave this incident. The new Notice of 27th July, 1961, 
was produced, as we have said, for the purpose of meeting the objections of 
Press members of the Committee that the existing Notices were needlessly 
comprehensive in range. Its form was in fact the subject of protracted 
negotiation with them, was discussed before issue at a full meeting of the 
Committee and was agreed to by all the Press members. How then, it may 
be asked, did it nevertheless provoke criticism as soon as it was issued, and 
why, for that matter, were the criticisms not ventilated through the Committee 
rather than by immediate public representations? There is, it seems, a conflict 
of interest which divides the Press on much that relates to information on 
defence subjects. Many newspapers do not possess the resources or, 
sometimes, the inclination to work up news on these subjects on their own 
initiative: to them a system of detailed instructions releasing or barring 
particular topics, supplemented by official publications from time to time, 
is entirely congenial. Others, however, including some London dailies and 
some technical journals, interest themselves in the study of defence matters 
and retain specialist contributors for the purpose: to them it is essential to get 
what advantage they can out of their individual effort. They much resent, 



therefore, any system which tends to hold them back to the same line as the 
others and they regard themselves as entitled at all times to have their copy 
considered from the point of view of publication and only held up or in 
part excised for a valid security reason. The Notice of 27th July, 1961, 
bore directly upon this particular division of interest and the division is a 
sufficiently sensitive matter to make it impossible for those concerned to be 
content with the fact that the form of the Notice had been agreed by the 
Press members of the Committee. 

149. We regard this second class as entitled to its point of view; nor 
does the public lose by its maintenance of an active interest in these defence 
matters. That being so, it is, we think, desirable that when D Notices are 
prepared they should be drafted with that consideration in mind. It is 
desirable too, when planning the future staffing of the Secretary's post, to 
remember that for this reason alone active assistance, in scrutinising copy and 
helping to get it passed is one of the services that will be expected of its 
occupant in return for observance of D Notices. 

Printed in England and published by 

H E R M A J E S T Y ' S STATIONERY O F F I C E 
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ECONOMIC SURVEY, 1962 

NOTE BY THE CHANCELLOR OF THE EXCHEQUER 

I circulate herewith for consideration by my colleagues a draft of Part One 
of the Economic Survey, 1962. An earlier version has been discussed by the 
Economic Policy Committee and the present draft attempts to take account of the 
amendments which the Committee suggested. 

2. The draft follows the pattern adopted in the Economic Survey, 1961. The 
main events of 1961 are summarised in the first half of Part One; and the second 
gives tentative forecasts of economic developments in the remainder of 1962 and 
suggests the main objectives of Government policy. 

3. Part Two of the Survey, which gives a detailed analysis of economic 
developments in 1961, is being prepared by officials separately and need not be 
discussed by Ministers collectively. 

4. I propose that the whole Survey should be published on 4th April. 
5. National income figures for the fourth quarter of 1961 will become 

available shortly and I wish to reserve the power to make minor amendments 
to the draft which these may require. 

S. L. 

Treasury Chambers, S.W. 1, 
15th March, 1962. 
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CONFIDENTIAL P R O O F 

ECONOMIC SURVEY, 1962 

" PART ONE 

I. THE UNITED KINGDOM ECONOMY IN 1961 

Introduction 
1. The year 1961 saw major developments in economic policy. The 

decision was made to apply for membership of the European Economic 
Community. New fiscal powers were asked for in the Budget Speech in 
April t o enable the level of demand to' be regulated, if necessary, between 
Budgets. One of those was used in July. Another development was the 
introduction of a policy explicitly designed to keep growth in incomes 
in line with the growth in ou tput and so lessen ithe pressure on costs. 

2. Another, development of long-iterm importance during the year was 
the opening of discussions leading to the formation of the National Economic 
Development Council. 

The United Kingdom economy 
3. A t the beginning of 1961 the ec j^omy faced two dangers, an increasing 

pressure of home demand upon resources and a loss of confidence in the 
pound because of domestic inflation and a continuing large deficit on the 
balance of payments. Though there had heen little increase in economic 
activity at home during the previous year, shortages of labour, particularly 
of skilled labour, were becoming more widespread and, in most parts of 
tthe country, more a c u t e ; and labour costs were rising rapidly. 

4. In April, 1961 the Budget accordingly provided for some net increase 
in taxation ; the borrowing requirement was reduced to an estimated £69 
million in 1961/62, compared with an estimate of £318 million for 1960/61 ; 
and powers were sought first to impose a surcharge or make a rebate of up 
to 10 per cent, on purchase tax and the other main customs and excise 
duties (excluding protective duties), and secondly to levy a surcharge of 
up to 4s. a week on employers ' national insurance contributions. 

5. In the period u p t o July, 1961 personal spending, investment in fixed 
assets and current expenditure by the Government and local authorities 
rose quite rapidly. A t the beginning of the year these increases had been 
offset by a sharp fall in the ra te at which stocks were built up but from 
the early spring industrial production started to rise quickly. Exports, 
however, which had risen towards the end of 1960, did not increase after 
the first quarter of 1961. 

6. In spite of an unusually large number of immigrants and school
leavers, the shortage of labour persisted in many parts of the country. There 
was little change in the number wholly unemployed (after allowance for 
seasonal variations and for normal fluctuations in the number of school
leavers) and short t ime working fell. By the end of July the number in 



civil employment had risen by 235,000, at least 150,000 more than the 
usual seasonal increase, and reached a record level. Nevertheless.,labour 
costs continued to rise ; by the end of July the index of hourly wage rates 
was 3f per cent, higher than at the end of December and d\ per cent, higher 
than a year earlier ; and average hourly earnings rose even faster. Having 
changed little between the first half of 1958 and the middle of 1960, prices 
started to rise again: costs, however, rose even faster, so that profit margins 
fell. 

7. Though the balance of payments improved in the first half of 1961, 
it remained in deficit as it had been for the two previous years. The pound 
was therefore vulnerable, and it came under very heavy pressure in the 
wave of speculation which followed the revaluation of the German and 
Dutch currencies in March, when there was a large-scale withdrawal from 
sterling. 

8. T o alleviate these immediate difficulties a number of central banks, 
a t a meeting in March of the. Bank of International Settlements at Basle, 
agreed to co-operate closely in the foreign exchange markets. Short-term 
assistance, amounting in all to £323 million, was given under these arrange
ments in the following months. Nevertheless the withdrawal from sterling 
was so great that the gold and convertible currency reserves fell in the 
first half of the year by £164 million. There was a further fall of £114 
million in July. 

9. There was by the middle of the year excessive pressure of demand at 
home, with rising coats and prices, and a continuing deficit in the balance 
of payments, accentuated by a heavy withdrawal from sterling. It was 
against this background that a series of measures was announced on 25th 
July designed in the short term to restore the strength of sterling and, in 
the longer term, to increase the competitive strength of the economy. These 
measures included the imposition of the surcharge of 10 per cent, on 
purchase tax and the other main customs and excise duties, a check in 
the growth of Government expenditure, a special review of Government 
expenditure overseas, an increase in Bank Rate from 5 per cent, to 7 per 
cent, and further restrictions of credit. At the same time the Chancellor 
called for a pause in the increase of money incomes of all kinds in order 
to br ing the rise in incomes more in to line with the growth of national 
productivity. 

10. In addition application was made for a substantial drawing from the 
International Monetary Fund. A drawing equivalent to £536 million and 
a stand-by arrangement equivalent to a further £178 million were sub
sequently arranged with the Fund. 

11. These measures rapidly restored confidence in sterling. The short
term outflow was stemmed and the reserves began to rise. By the end 
of 1961 the whole of the Basle assistance had been repaid, £150 million 
of the sterling held by the International Monetary Fund had been 
repurchased and the pound was again strong in the exchange markets. 
Bank rate was reduced from 7 per cent, to 6£ per cent, on 5th October 
and to 6 per cent, on 2nd November, 1961. (It was further reduced to 
5$ per cent, on 8th March, 1962.) 



12. The effect on the balance of payments as a whole was necessarily 
slower. There was, nevertheless, a considerable improvement between the 
first and second half of the year. Domestic economic policy appears, 
therefore, to have begun to influence the current account. There was a 
large inflow of capital, including the purchase of United Kingdom securities 
by overseas residents. This exceeded United Kingdom investment overseas, 
producing exceptionally a small net receipt on long-term capital account. 
The balancing item showed a slight net increase. There is no doubt that 
these movements were considerably influenced by the monetary policy. 
The external monetary position improved sufficiently to bring about a slight 
favourable change for the year as a whole. 

13. At home the pressure of demand slackened between July and the 
end of the year. There was a fall in personal spending for several reasons ; 
the increase in personal incomes slowed down after the middle of the year ; 
there was a net reduction in hire purchase debt and in personal bank 
advances in contrast to net increases earlier in the y e a r ; and prices 
continued to rise, partly because of the increase in indirect taxes in 
July and partly because of the rise in costs in the first half of the year. 
There were diverse movements among the other elements of demand. 
Current expenditure by the Government and local authorities continued 
to rise. Investment in fixed assets reached a peak in the third quarter 
but fell a little in the fourth. Stockbuilding diminished sharply in the 
third quarter but recovered at the end of the year. The level of exports 
remained unchanged. 

14. These changes together caused total production to fall a little and by 
the end of the year there were some industries in which plant and labour 
were under employed. The number of workers registered as unemployed 
was slightly greater in December than it had been a year earlier. 

15. A t the end of 1961 employment and output were both 2 per cent, 
higher than in the spring of 1960, so output per head had not grown. 
The failure of output per head to grow during the period may be attribut
able partly to the cuts in the standard working week negotiated in 1960 
and 1961 and to the consequent reduction of the hours worked. The 
standard working week was reduced on average from 44 to 42 hours in the 
two years ending in October, 1961, and average hours worked fell by nearly 
one hour twenty minutes. The stability of output per head does not 
appear to have been due to a decline in the pressure on demand, since, 
for example, unemployment was significantly lower at the end of the period. 

16. Largely as a result of agreements reached before July the index of 
hourly rates rose by [2 per cent.] between July, 1961 and January, 1962, 
compared with [4J per cent.] in the corresponding period a year earlier. 
The prices of manufactured goods rose more slowly in the second half of 
1961. Profits continued to fa l l ; in the second half of 1961 they were 
[4^ per cent.] lower than a year earlier and [13 per cent.] lower than 
in the first half of 1960. 



II. THE PROSPECT IN 1962 

The World background 
17. In 1962 world industrial production may increase at a rate similar 

to that achieved last year. The expansion of the United States economy 
seems likely to continue for the t ime being. In Western Europe labour 
and productive capacity a re very fully employed and a resumption of the 
rates of growth of 1959 and 1960 is -therefore not t o be expected ; but con
sumer demand is rising a n d the pause in the increase of production in 
!the middle of last year is unlikely to be more than temporary. As in 
previous years, trade between industrial countries seems likely to continue 
to rise faster than world t rade as a whole ; but the (trade of primary 
producing countries, both exports and imports, will probably be more 
buoyant (this year than last. 

The United Kingdom economy: demand, output and the balance 
of payments 

18. The opportunit ies for the United Kingdom's exports are therefore 
g o o d ; b u t they will be missed if export goods are not competitive and 
if the pressures of home demand on the economy become too great. 

19. The increase in personal spending is normally governed fairly closely 
by the increase that takes place in total ou tput and the corresponding 
increase in real personal incomes. In 1962 an additional stimulus to 
personal spending is likely to come from an increase in borrowing on hire 
purchase credit, since it is expected -that a relatively large number ' of 
outstanding contracts will expire during 1962. 

20. In recent years current expenditure on goods and services by Govern
ment and local authorities has been increasing at about 3 per cent, a year 
in real terms. This rate of increase seems likely to continue in 1962, 
though for the central -Government alone it is expected to be little less. 

21. I t seems probable that , in total, investment in fixed assets will rise 
in 1962 but not perhaps by very much. Investment by the Government, 
the local authorities and the nationalised industries and public corporations 

-(together this accounts	 for nearly one-half of total investment), is expected 
to rise by about 6 per cent, in real terms over the year. But investment 
in -the private sector may fall slightly. 

22. Stockbuilding increased a t the end of last year despite a fall in 
production between the third and fourth quarters ; and there is reason 
to believe tha t stocks were high in relation to current levels of output 
a t the end of the year. The rate a t which stocks are built up may, therefore, 
be (relatively low for some time but there must eventually be a recovery. 

23. As -a result of these developments a t home, -there should be some 
increase in the pressure of demand as the year progresses though it is 
likely to remain rather subdued in the first half of 1962. The growth of 
production over -the year must largely depend on the timing and scale of 
the rise in exports. If this matches the opportunities available, produc
tion should expand a t a rate that may be relatively slow a t the beginning 
but a good deal more rapid a t the end of the year. 



24. A further improvement in the balance of payments on current account 
seems likely in 1962. Imports will build up again as output and stock
building rise but experience suggests that this may no t start for some time. 
The terms of t rade a re expected to be favourable. Arrangements for export 
finance have been improved. The balance on long-term capital account is 
likely to be less favourable in 1962 than in 1961, since there were large 
receipts, for example from the Ford transaction and advance repayment of 
Government debt, in 1961 which are unlikely to recur on ithe same scale 
this year. But on t h e whole the prospect seems t o be of a stronger external 
position this year than last. 

Aims of economic policy 
25. The foremost a im of economic policy in 1962 must be to maintain 

conditions in which exporters in the United Kingdom can take advantage 
of the opportunities open to them to achieve a great expansion in their 
sales. 

26. This cannot be brought about by Government action alone. But in 
two important respects the Government can help. They can regulate 
the strength of total home demand which would otherwise compete with 
export demand for the use of skilled labour and other scarce resources ; 
this has been the object of the Governmenfs policy in the last nine months. 
They can a lso influence the level of incomes and therefore the costs of 
production. 

27. Throughout a lmost the whole of the post-war period our compet i t ive ' 
strength in export markets has been persistently impaired by the tendency 
for money incomes in this country to rise much faster than national 
production, and consequently for our costs and prices to rise more rapidly 
than those of some of our chief competitors in export markets . The Govern
ment's incomes policy, if successful, will arrest this damaging trend. The 
White Paper Incomes Policy: The Next Step (Cmnd. 1626) has set ou t 
the considerations which in the Governmenfs view should affect the scale 
of increase of all forms of money income in 1962. If this policy is applied 
and the rate of increase of money incomes in 1962 is kept within reasonable 
limits, our competitive strength will i nc rease ; and the nation as a whole 
will benefit from a more stable cost of living. 

28. In the longer iterm the a im must be to secure a satisfactory balance 
of payments and to increase the resilience of the economy, its productive 
capacity and the efficiency of its performance. It is essential t ha t faster 
growth should be sought in this way. In this (task all have a par t t o play, 
both in Government and industry. The Government a t tach great value 
to the formation of the Nat ional Economic Development Council. The tasks 
of the Council have been defined by the Chancellor of the Exchequer as 
follows: —

" (a) t o examine the economic performance of the nat ion with par t i 
cular concern for plans for the future in both the private and the 
public sectors of industry. 

(b) to consider together wha t a re the obstacles to quicker growth, 
wha t can be done to improve efficiency, and whether the best use is 
being m a d e of o u r resources. 



(c) to seek agreement upon ways of improving economic performance, 
competitive power and efficiency, in other words to increase the rate' 
of sound growth." 

29. Public opinion is increasingly aware of what these objectives m e a n ; 
a n example is the current concern about inadequate training of apprentices 
and of adult skilled labour. The impending reduction of tariffs, as well 
as opening the way for exports, will help to stimulate industrial efficiency 
a t home, since ability t o compete with imports will be as important as com
petitiveness in export markets. The Governmenifs plans for expanding 
scientific and technical education are producing results in the outstanding 
increases in the number of scientists and engineers becoming qualified. 

30. This is the background against which we shall be working in 1962. 
Provided the pressure of demand is kept in check and the incomes policy 
widely applied, the country will be able to take advantage of the particularly 
favourable opportunities for exports in 1962. They may not remain so and it 
is essential to make the most of them. If we do, production could expand 
without a damaging increase in the pressure of demand upon resources and 
Vi thout renewed risk t o the balance of payments. This is the only sound 
basis for sustaining economic growth. 
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C A B I N E T 

K E N Y A C O N S T I T U T I O N A L C O N F E R E N C E 

M e m o r a n d u m b y t h e S e c r e t a r y of S t a t e f o r t h e C o l o n i e s 

T h e p u r p o s e o f t h e C o n f e r e n c e h a s b e e n t o a g r e e o n a c o n 
s t i t u t i o n w h i c h c o u l d b e i n t r o d u c e d w i t h s e l f - g o v e r n m e n t a r i d w o u l d c o n t i n u e 
b a s i c a l l y u n a l t e r e d i n t o i n d e p e n d e n c e . I n t h i s p u r p o s e i t i s c l e a r , a f t e r 
f i v e w e e k s o f d i s c u s s i o n , t h a t t h e C o n f e r e n c e h a s f a i l e d . I h a v e t r i e d 
a s h a r d a s p o s s i b l e t o f i n d a b a s i s f o r a g r e e m e n t a s I t h o u g h t t h i s t o 
b e t h e o n l y w a y t o p r o c e e d , b u t t h e g u l f b e t w e e n t h e m a i n p a r t i e s 
r e m a i n s t o o w i d e t o b e b r i d g e d . T h e r e i s h o w e v e r i n t h i s f a i l u r e o n e 
i m p o r t a n t c o n s o l a t i o n , n a m e l y , t h a t t h e r e c a n b e n o q u e s t i o n o f f i x i n g 
n o w a d a t e f o r i n d e p e n d e n c e . A l t h o u g h e v e r y o n e w i l l p r o t e s t w h e n I 
t e l l t h e m t h i s - a n d t h e e x t r e m i s t s w i l l p r o t e s t w i t h g e n u i n e p a s s i o n - I 
d o n o t t h i n k t h a t a n y o f t h e m i n t h e i r o w n h e a r t s r e a l l y e x p e c t m e t o d o 
o t h e r w i s e . 

2 . ( i ) T h e K e n y a A f r i c a n N a t i o n a l U n i o n ( K A N U ) . K A N U , l e d 
b y M r . K e n y a t t a , r e p r e s e n t a c o m b i n a t i o n o f t h e K i k u y u , L u o a n d 
K a m b a t r i b e s . T h e y a l s o h a v e s o m e s u p p o r t a m o n g s t s o m e o f t h e 
o t h e r t r i b e s . T h e s e t h r e e m a i n t r i b e s r e p r e s e n t j u s t o v e r h a l f t h e t o t a l 
p o p u l a t i o n of K e n y a a n d a t t h e l a s t e l e c t i o n t h e i r c a n d i d a t e s r e c e i v e d j u s t 
o v e r t w o - t h i r d s of t h e v o t e s c a s t . r W i t h i n K A N U t h e r e a r e d i s s e n s i o n s : 
t h e L u o a n d t h e K a m b a a r e n o t n a t u r a l a l l i e s of t h e K i k u y u , w h o a r e 
g e n e r a l l y r e g a r d e d a s b e i n g t h e m o s t a b l e - a s t h e y a r e t h e m o s t n u m e r o u s 
t r i b e i n K e n y a . T h e p o l i t i c a l l e a d e r s a r e d i v i d e d b e t w e e n t h e m o d e r a t e s 
l e d b y M r . M b o y a , w h o i n m y v i e w g e n u i n e l y d e s i r e s t o s e e a c i v i l i s e d 
K e n y a , a n d t h e o l d g u a r d of t h u g s a n d e x - d e t a i n e e s w h o w o r k w i t h 
M r . O g i n g a O d i n g a , t h e m a i n b e n e f i c i a r y f r o m C o m m u n i s t m o n e y . 
M r . K e n y a t t a i s t h e a c c e p t e d l e a d e r of t h e K i k u y u , a n d a l t h o u g h h i s 
m e n t a l p o w e r s a r e c l e a r l y d e c l i n i n g ( a n d h i s c o l l e a g u e s o p e n l y a c k n o w l e d g e 
t h i s ) h i s h o l d o v e r h i s t r i b e a n d i t s t e r r o r i s t o r g a n i s a t i o n r e m a i n s s t r o n g 
e n o u g h f o r h i m s t i l l t o b e a m o s t f o r m i d a b l e f i g u r e , p a r t i c u l a r l y i n 
a l l i a n c e w i t h M r . O g i n g a O d i n g a . 

( i i ) T h e K e n y a A f r i c a n D e m o c r a t i c U n i o n ( K A D U ) . K A D U , l e d 
b y M r . N g a l a t o g e t h e r w i t h S i r M i c h a e l B l u n d e l l ' s N e w K e n y a P a r t y , 
f o r m t h e p r e s e n t G o v e r n m e n t o f K e n y a . T h e y r e p r e s e n t a n u m b e r of 
s m a l l e r t r i b e s . I n s o m e c a s e s , s u c h a s t h e K a l e n j i n , t h e y c o m m a n d 
t h e e n t i r e l o y a l t y o f t h e g r o u p : i n o t h e r c a s e s t h e y c o m m a n d a s u b 
s t a n t i a l p r o p o r t i o n . A t t h e l a s t e l e c t i o n t h e i r c a n d i d a t e s o b t a i n e d b e t w e e n 



o n e - f i f t h a n d a q u a r t e r o f t h e v o t e s c a s t , a l t h o u g h t h e y d i d m u c h b e t t e r i n 
t h e n u m b e r o f t h e s e a t s w h i c h t h e y o b t a i n e d . T h e y a r e b a s i c a l l y f r i e n d l y 
p e o p l e g e x i u i n e l y o p p o s e d t o t e r r o r i s m a n d f e a r f u l o f d o m i n a t i o n b y 
t h e K i k u y u , a n d p a r t i c u l a r l y b y t h e t h u g e l e m e n t i n t h a t t r i b e . U n f o r t u 
n a t e l y , t h e y a r e a s a p o l i t i c a l p a r t y f a r l e s s w e l l o r g a n i s e d o r e f f e c t i v e 
t h a n K A N U a n d I f e a r t h a t i f a n y t h i n g t h e y a r e l o s i n g g r o u n d i n K e n y a 
a s a w h o l e . 

( i i i ) O t h e r P a r t i c i p a n t s : A p a r t f r o m o n e o r t w o r e p r e s e n t a t i v e s 
of s p e c i a l i n t e r e s t s t h e o n l y o t h e r m a i n p a r t y t o t h e C o n f e r e n c e i s t h e 
K e n y a C o a l i t i o n P a r t y , w h o r e p r e s e n t t h e E u r o p e a n f a r m i n g i n t e r e s t s . 
I t i s d i f f i c u l t t o b e s u r e h o w m u c h s u p p o r t t h e y h a v e a m o n g t h e E u r o p e a n 
c o m m u n i t y , w h e r e g e n e r a l l y t h e y w o u l d b e r e g a r d e d a s t o o m o d e r a t e . 
A t t h i s C o n f e r e n c e t h e y a r e b e i n g v e r y h e l p f u l a n d s e n s i b l e . 

T h e P r o p o s a l s a n d T a c t i c s of t h e P a r t i c i p a n t s 

3 . K A N U h a v e p u t f o r w a r d f r o m t h e s t a r t a f a i r l y o r t h o d o x c o n 
s t i t u t i o n of a c e n t r a l i s e d c h a r a c t e r . T h e i r p r o p o s a l s d i f f e r f r o m t h e 
s o - c a l l e d W e s t m i n s t e r m o d e l i n t h a t t h e y p r o v i d e f o r a w r i t t e n c o n 
s t i t u t i o n w i t h s p e c i a l s a f e g u a r d s f o r i n d i v i d u a l s a n d f o r s o m e l o c a l 
i n t e r e s t s , t o g e t h e r w i t h s u b s t a n t i a l s a f e g u a r d s a g a i n s t c h a n g e s i n t h e 
c o n s t i t u t i o n t o t h e d e t r i m e n t o f m i n o r i t i e s . F r o m t h e p o i n t o f v i e w 
of e f f i c e n t g o v e r n m e n t I h a v e n o d o u b t t h a t t h e i r p r o p o s a l s a r e o n t h e 
r i g h t l i n e s - a n d i n d e e d t h e y w o u l d t a k e o v e r m o s t of t h e e x i s t i n g s y s t e m 
b u t i t i s q u e s t i o n a b l e w h e t h e r t h e i r s a f e g u a r d s f o r i n d i v i d u a l s w o u l d 
i n p r a c t i c e b e a d e q u a t e , a n d c e r t a i n l y t h e y a r e n o t t h o u g h t t o b e a d e q u a t e 
b y K A D U . I n t h e c o u r s e o f t h e C o n f e r e n c e K A N U h a v e s h o w n t h e m s e l v e s 
c o n c i l i a t o r y a n d w i l l i n g t o n e g o t i a t e . T h e y h a v e m a d e t w o m a j o r c o n 

c e s s i o n s	 t o t h e K A D U p o i n t of v i e w - f i r s t , t h e a c c e p t a n c e of a s e c o n d 
c h a m b e r , a n d s e c o n d , t h e a c c e p t a n c e o f g o v e r n i n g a u t h o r i t i e s , w i t h 
p o w e r s of t h e i r o w n e n t r e n c h e d i n t h e c o n s t i t u t i o n , a t a l e v e l h i g h e r 
t h a n e x i s t i n g l o c a l a u t h o r i t i e s . 

4 . K A D U h a v e b a s e d t h e i r i d e a s o n w h a t t h e y c a l l " f e d e r a l i s m " o r 
" r e g i o n a l i s m " . I n d e t a i l t h e i r p r o p o s a l s h a v e b e e n m u c h i n f l u e n c e d b y 
t h e f a c t t h a t t h e y a r e a d v i s e d b y a S w i s s c o n s t i t u t i o n a l e x p e r t ; a n d 
m a n y f e a t u r e s of t h e i r p r o p o s a l s , w h i l e n o d o u b t w o r k a b l e i n S w i t z e r l a n d , 
m a k e n o s e n s e i n K e n y a . T h e y h a v e b e e n d e t e r m i n e d t o e r e c t w h a t t h e y 
c a l l " d e f e n c e i n d e p t h " b y d i v i d i n g K e n y a i n t o s i x r e g i o n a l s t a t e s w i t h 
l e g i s l a t i v e a n d a d m i n i s t r a t i v e p o w e r s o n a l a r g e s c a l e , a n d f u r t h e r b y 
i n s i s t i n g o n a s e c o n d c h a m b e r w i t h p o w e r s e q u a l t o t h a t o f t h e f e d e r a l 
l o w e r h o u s e . W h i l e t h e i r p r o p o s a l s m i g h t p r o t e c t l o c a l i n t e r e s t s , 
t h i s i s n o t t o m y m i n d c e r t a i n : o n t h e o t h e r h a n d , i t i s q u i t e c l e a r t h a t , 
f r o m t h e p o i n t of v i e w of p r a c t i c a l a d m i n i s t r a t i o n , t h e y m a k e l i t t l e s e n s e . 
U n f o r t u n a t e l y , K A D U ' s t a c t i c s t h r o u g h o u t h a v e b e e n t o b e a s i n t r a n s i g e n t 
a s p o s s i b l e , a n d s u c h c o n c e s s i o n s a s t h e y h a v e m a d e h a v e b e e n v e r y s m a l l 
a n d w r u n g f r o m t h e m o n l y b y a p r o c e s s l i k e e x t r a c t i n g t e e t h . 

5. T h e K e n y a C o a l i t i o n P a r t y h a v e c o n c e n t r a t e d m a i n l y o n t h e 
p r o t e c t i o n o f E u r o p e a n l i v e s a n d p r o p e r t y . O n t h e w h o l e t h e y s h a r e 
K A D U ' s v i e w s o n t h e K i k u y u t u t r e c o g n i s e t h e u n p r a . c t i c a . l i t y o f K A D U ' s 
p r o p o s a l s a n d h a v e b e e n t r y i n g t o i m p r o v e t h e m . 
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6. If i t w e r e p o s s i b l e t o s t r i p a w a y p h r a s e s l i k e " F e d e r a t i o n 1 ' , 
" R e g i o n a l i s m " a n d " U n i t a r y G o v e r n m e n t " a n d t o l o o k d i s p a s s i o n a t e l y 
a t t h e r e a l i t y of t h e p r o b l e m , n a m e l y , p o w e r s o f g o v e r n m e n t a n d r i g h t s 
of i n d i v i d u a l s , a n d h o w t h e y a r e t o b e e x e r c i s e d a n d s a f e g u a r d e d , t h e i j 
i t w o u l d b e p o s s i b l e t o d i s c e r n a g o o d d e a l t h a t i s c o m m o n t o b o t h p a r t i e s . 
I t i s a g r e e d t h a t t h e f r e e d o m of t h e i n d i v i d u a l a n d t h e r u l e t h a t n o 
p r o p e r t y s h a l l b e t a k e n w i t h o u t d u e c o m p e n s a t i o n s h o u l d b e w r i t t e n i n t o 
a B i l l o f B l i g h t s a n d t h a t t h e r e m u s t b e a n i n d e p e n d e n t j u d i c i a r y t o e n f o r c e 
i t . K A N U n o w a g r e e t h a t t h e r e s h o u l d b e a s e c o n d c h a m b e r , n o t b a s e d 
m a t h e m a t i c a l l y o n c o u n t r y - w i d e a d u l t f r a n c h i s e , w h i c h w i l l a c t a s s o m e 
c h e c k o n a m a j o r i t y i n a l o w e r h o u s e . I t i s a g r e e d t h a t s o m e of t h e p o w e r s 
of g o v e r n m e n t m u s t b e d e c e n t r a l i s e d , i n c l u d i n g p a r t i c u l a r l y c o n t r o l 
o v e r l a n d t e n u r e i n n a t i v e a r e a s , e d u c a t i o n a n d a n u m b e r o f o t h e r m a t t e r s . 
L o c a l a u t h o r i t i e s m u s t h a v e c l e a r p o w e r s o f a d m i n i s t r a t i o n a n d o f m a k i n g 
t h e n e c e s s a r y l a w s o r b y e - l a w s , a n d t h e s e p o w e r s m u s t n o t j u s t d e v o l v e 
f r o m t h e c e n t r a l g o v e r n m e n t b u t m u s t b e e n t r e n c h e d i n t h e c o n s t i t u t i o n . 
F i n a l l y w e m u s t p r o v i d e t h a t t h e c o n s t i t u t i o n c a n b e c h a n g e d o n l y b y a 
m o s t r i g o r o u s p r o c e s s a n d t h a t t h e u s e o f e m e r g e n c y p o w e r s m u s t b e 
c o n t r o l l e d , 

7 . S o m u c h h a s b e e n a g r e e d a n d p r o v i d e s a b r o a d f r a m e w o r k . M u c h 
m o r e r e m a i n s t o b e a g r e e d . W h o i s t o c o n t r o l t h e s e c u r i t y f o r c e s ? 
W h o i s t o h o l d t h e p u r s e s t r i n g s ? O n t h e s e a n d o n m a n y o t h e r m a t t e r s 
n o a g r e e m e n t h a s y e t b e e n p o s s i b l e . B u t e v e n m o r e i m p o r t a n t i s t h e 
f a c t t h a t t h e r e i s a s y e t n o a g r e e m e n t i n t e m p e r a m e n t o r e m o t i o n . 
T h e t w o m a i n p a r t i e s h a v e p u b l i c l y a l i g n e d t h e m s e l v e s f o r a n d a g a i n s t 
" R e g i o n a l i s m " , o f t e n w i t h a s m u c h i n t e l l e c t u a l u n d e r s t a n d i n g a s s m a l l 
b o y s c h o o s i n g O x f o r d o r C a m b r i d g e f o r t h e b o a t r a c e , a n d u n f o r t u n a t e l y 
t h e y a r e l i a b l e t o s t r u g g l e f o r t h e i r p a r t i c u l a r c o l o u r w i t h e q u a l l y 
u n t h i n k i n g v i g o u r . F i n a l l y , K A D U a n d m a n y of K A N U b e l i e v e , i n m y 
o p i n i o n w i t h j u s t i f i c a t i o n , t h a t M r . K e n y a t t a a n d h i s f o l l o w e r s h a v e 
n o i n t e n t i o n o f b e i n g b o u n d b y a n y u n d e r t a k i n g s o r a n y c o n s t i t u t i o n i f 
e v e r t h e y c a n g e t p o w e r i n t o t h e i r h a n d s . 

8 . M y c o n c l u s i o n i s t h a t i t i s p o s s i b l e t o d e v i s e a c o n s t i t u t i o n w h i c h 
w i l l p r o v i d e e f f e c t i v e s a f e g u a r d s a g a i n s t i t s o v e r t h r o w b y c o n s t i t u t i o n a l 
m e a n s . N o g u a r a n t e e c a n b e g i v e n a g a i n s t a c o u p d ' e t a t b u t t h e d a n g e r 
c a n b e m i n i m i s e d b y d e c e n t r a l i s i n g c o m m a n d o f t h e s e c u r i t y f o r c e s 
a n d b y p r e v e n t i n g t h e K i k u y u , a n d t h e i r a l l i e s , f r o m e s t a b l i s h i n g a 
p r e d o m i n a n t p o s i t i o n i n t h e a r m e d f o r c e s . T h i s i s w h a t w e m u s t s e e k t o d o . 

T h e G o v e r n m e n t of K e n y a . 

9 . W h e n t h i s C o n f e r e n c e o p e n e d i t w a s w i d e l y h o p e d t h a t a s p l i t 
b e t w e e n t h e m o d e r a t e s a n d t h e o l d g u a r d i n K A N U c o u l d b e a c h i e v e d . 
T h i s , I f e a r , i s n o t n o w p o s s i b l e a t t h i s s t a g e . T h e r e a s o n s a r e t w o f o l d . 
F i r s t , t h e i n t r a n s i g e n t t a c t i c s o f K A D U h a v e t e n d e d t o u n i t e K A N U . 
S e c o n d l y , M r . M b o y a a n d t h e m o d e r a t e s d o n o t f e e l s t r o n g e n o u g h a t 
t h i s s t a g e t o . b r e a k w i t h M r . K e n y a t t a a n d h i s K i k u y u a n d t e r r o r i s t 
f o l l o w i n g , n o r c a n t h e y y e t p e r s u a d e M r , K e n y a t t a t o b r e a k f r o m 
M r . O g i n g a O d i n g a a n d h i s m o n e y . 
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10. In these circumstances I believe that it is m o s t important to 


m a k e a strenuous effort to achieve a coalition government. M y reasons 


are the following: 

(i) It is only by working together that the rival politicians will 


learn to live together in Kenya. 


(ii) Strong security m e a s u r e s will have to be taken, particularly 


against s o m e of the Kikuyu, and it will be salutary if this is done by 


a coalition government. This will tend to drive a wedge between the 


younger Kikuyu leaders and the old guard. 


(iii) It s e e m s to provide the oiily chance of avoiding the defeat of 


K A D U at the next elections by a united K A N U party under M r . Kenyatta 


which could then hardly be denied the right of forming a Government. 


(iv) There is m u c h to be negotiated about the future constitution 


and this can best be done between us and a coalition government. 


11. It m u s t be recognised that a coalition at this stage is impossible 


without M r . Kenyatta. N o m e m b e r of K A N U will be prepared to 


join a coalition which excludes M r . Kenyatta for the simple reason 


that his o w n life would then immediately be in great danger. Equally, 


it is to m y m i n d very hard to contemplate M r . Kenyatta at this stage 


leading a government (though if he w o n an election it would be very 


difficult to see h o w this could be prevented). I therefore envisage 


a government of which the Govenor remains the head and with M r . Ngala 


and M r . Kenyatta holding leading positions. This will be a bitter pill 


for m a n y £oeople to swallow in England as well as in K e n y a but without 


it I see no prosj^ect of a coalition; and without a coalition at this 


stage the immediate prospects of progress and the long-term chances 


of a civilised Kenya will g r o w m u c h d i m m e r . I have spoken to 


M r . Ngala about this and he recognises the position. Pie would, I believe, 

be prepared to co-operate in a coalition if he believed that the next 


constitution would contain an adequate degree of regionalism. 


T h e European Interest 


12. T h e principal European interests are the preservation of law 


and order and the protection of their property. 


13. A constitution containing the best safeguards which v/e can devise, 


combined with a coalition government, s e e m s to offer the best protection 


of law and order. Eritish forces will r e m a i n until independence, and 


I hope for s o m e time after. In any case I a m not proposing to n a m e 


a date for independence n o w and I should hope to defer naming one until 


a government has been elected and installed under the n e w constitution. 


14. So far as land is concerned K A D U's proposals might offer s o m e 


degree of protection. K A N U on the other hand clearly intend to take over 


a good proportion of the European la.nd in the White Highlands. (They 


undertake to pay compensation though they expect the compensation to 


c o m e f r o m us, a view which I have firmly discouraged. ) It is true that 


the existence of growing n u m b e r s of landless and unemployed, particularly 


a m o n g the Kikuyu, represents the m a j o r m e n a c e to the future of K e n y a 




and the major source of strength to M r . Kenyatta and the terrorists. 


I a m forced to the conclusion that K e n y a will never be a stable oountry 


if so m a n y landless Africans have to live alongside so few landed 


Europeans. I accept that a compensation s c h e m e covei'ing European 


property-owners generally would be financially disastrous for us and 
that it is difficult to compensate the people w h o have a special claim 


on us (and there are a n u m b e r of t h e m ) without opening the doors 


wide, but I have reached the conclusion that a m u c h larger effort m u s t 


be m a d e to resettle landless Africans. The fact that m a n y Europeans 


wish to sell their land n o w if they could only obtain even a tolerable 


price provides us with an opportunity of securing our objective 


without c o m m i t m e n t to a compensation s c h e m e . I a m afraid that 


even so this will involve the provision of substantial finance from this 


country, but I a m n o w convinced that the alternative will involve 


a m a s s exodus of frightened and embittered Europeans combined 


with a free-for-all seizure of -European land by Africans, probably 


leading to tribal warfare. The present resettlement s c h e m e s are a 


help but they are nothing like enough. M y Department are examining 


a n u m b e r of schemes and I should like in the near future to discuss 


the whole problem with the Chief Secretary, Treasury. 


Recommendations 


15. I should like immediately to put to the Conference the broad 
outline of a constitution which would include all the matters on which 
agreement has been reached and, in matters still disputed, would 
go as far as might be practicable towards the strengthening of 
regional authorities. Such a broad plan would not be difficult to 
put forward, leaving the details to be worked out subsequently. I 
would then like to give the Conference a few days to consider m y proposals 
and give m e their reactions, m a k i n g it clear that w h e n I have received 
these I would, after consultation with m y colleagues, announce h o w w e 
intend to proceed. In the m e a n t i m e I should like to proceed with dis
cussions about the formation of a coalition government. M y object 
would be, by admitting K A N U to government, to obtain their acquiescence 
in a degree of regionalism which K A D U might be brought to accept. 
The next step would be for us to w o r k out with the K e n y a Coalition 
G o v e r n m e n t then formed the details of an "internal self-government" 
constitution which would be introduced immediately after elections based 
on agreed n e w arrangements. It is difficult at this m o m e n t to be clear 
as to a time-table but I cannot see h o w elections could be held until 
the last quarter of the year at the earliest, and I propose that the question 
of the length of self-government before independence and negotiations 
on the future position of British forces should be held over and not d i s r 
cussed until self-government has been introduced. 

16. I m u s t warn m y colleagues that this p r o g r a m m e is likely to 


provoke violent reaction f r o m K A N U and to produce a serious security 


situation. But I believe that these risks m u s t be faced. T o go faster n o w 


would be inexcusably reckless. T h e consequences of slowing d o w n m a y be 


serious, particularly as regards calls upon our limited resources of 


m o n e y and military m a n p o w e r , but the consequences of going full steam 


ahead straightaway into independence might well be catastrophic. 


R. M . 

Colonial Office, S.W.1. 


18th M a r c h , 1962. 
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21st March, 1962 

CABINET 

SUPPLY OF CANBERRA BOMBERS FOR PORTUGAL 

MEMORANDUM BY THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 

I should welcome the views of my colleagues on an application by the English 
Electric Company for a licence to supply six B-2 Canberras to the Portuguese Air 
Force. This matter was discussed on 7th March by the Strategic Exports Committee 
who thought that before a licence was granted the Portuguese Government should 
be asked for an assurance that these aircraft would not be used in the Portuguese 
oversea provinces. 

2. I would hope that this useful order, which is worth approximately £500,000, 
could be approved. In particular this would help us to improve our relations with 
the Chief of the Portuguese Air Staff who has been ill-disposed to us since the Goa 
incident. A recent study by the Chiefs of Staff shows that there are certain 
overflying and staging facilities in Portuguese oversea territories which we shall need 
and the goodwill of the Chief of the Portuguese Air Staff may make all the difference 
in this matter. 

3. It seems to me that the export of these aircraft, which are for delivery in 
continental Portugal, would be in accordance with our declared policy. As the 
Prime Minister stated in a written answer in the House on the 27th June, 1961, " I n 
deciding whether to negotiate a sale or to grant a licence for the export of military 
equipment to Portugal, we have to consider her reasonable military requirements 
as a NATO ally. But supplies of equipment to Portuguese oversea territories are 
in a different category and applications in these cases are for the time being 
in suspense " (Hansard, column 19). Although there is no strict North Atlantic 
requirement for Portugal to possess Canberras of this type, I do not consider that 
the formula used by the Prime Minister inhibits us from supplying them as part of 
PortugaFs reasonable military requirements. Nor do I think that there is much risk 
of a diversion of these aircraft to Angola and Mozambique, because they are 
unsuitable for low-level flying and strafing. 

4. On the other hand the supply of these aircraft is unlikely to go unnoticed 
in this country and might easily arouse controversy. We could only effectively reply 
to criticism if we could state categorically that the Canberras would only be used 
for the defence of the Portuguese metropolitan and oversea territories against 
external aggression and would not be employed in internal operations in the oversea 
territories. I would therefore agree that we should ask the Portuguese through 
diplomatic channels for specific assurances in this sense, which we could make 
public if necessary. 

5. I therefore invite my colleagues to agree that the export of the Canberras 
should be authorised provided that we first obtain the necessary assurances from 
the Portuguese Government. 

H. 

Foreign Office, S.W.1, 

19th March, 1962. 
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C A B I N E T 


F U T U R E O F T H E A I R C R A F T . I N D U S T R Y 


M e m o r a n d u m by the Minister of A.viation 


I a m called upon on Thursday afternoon, 22nd M a r c h , to defend 


the G o v e r n m e n t s record in carrying out our pledges to the aircraft 


industry. I shall be under considerable attack, not simply f r o m the 


Opposition, but f r o m our o w n back benches. 


2. M y colleagues v/ill recall that I placed these problems before 


the Cabinet, on 19th October, 1961 (C. C. (61) 57th Conclusions, Minute 2). 

The position has deteriorated since that date. 


3. Apart f r o m an order for a military version of the privately 


developed A v r o 748 which has been awarded to the H a w k e r Siddeley 


Group, no decision has been taken to develop n e w aircraft to m e e t 


the future requirements of H e r Majesty's G o v e r n m e n t . 


4. I cannot and will not sustain the case in the House of C o m m o n s 


that w e should keep the industry at its present size and level of 


employment. I m u s t accept and frankly state that I foresee a run
down both in design staff now, and at a later stage in employment. 


So far from a policy of growth this is a policy of contraction. The 


real danger however lies in the possibility of this retreat turning 


into a rout. 


5. I annex a graph showing the prospective decline in the design 


staff of the two aircraft groups. The forward load of orders for 


this type of work just does not exist and the m a i n groups which are 


our creation are running into serious difficulties. 


6. Against this background and recognising that w e are not ready 


or perhaps willing at the m o m e n t to place an order for any m a j o r 


n e w project I wish to announce a small project study for a so-called 


variable geometry aircraft at the cost of half a million pounds. This 


study has been approved by the Defence Reasearch Policy C o m m i t t e e 


on which the Treasury are represented and is within m y approved 


Estimates. 


7. The idea of variable geometry is to enable the aircraft 


to fly economically at subsonic and supersonic speeds by sweeping 


its wings back for supersonic flight and forward again for subsonic 


flight. M u c h preliminary w o r k has been done upon it with Treasury 


approval and there is no doubt that any nation which falls behind in 
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this field of research will be greatly handicapped in both the military 


and civil field. Such a study c o m m i t s us in no w a y to build a 


prototype, let alone a production aircraft. It will, however, be a 


piece of invaluable research and will provide badly needed w o r k for 


the design staff of the British Aircraft Corporation - and give m  e 


just the m i n i m u m advantage which I need to indicate in debate that 


w e recognise that w d have a policy and are taking s o m e steps to 


honour it. 


P. T. 

Ministry of Aviation, W . C. 2. 


20th M a r c h , 1962 




B.A.C. AND H.S.A. 

ESTIMATED DESIGN STAFF REQUIRED 


ON B A S I S O  F CURRENT COMMITMENTS 






C. (62) 56 C O P Y N O . 


21st M a r c h , 1962 


C A B I N E T 


F U T U R E O F T H E A I R C R A F T I N D U S T R Y 


M e m o r a n d u m by the Chief Secretary to the Treasury 


and Paymaster-General 


In his m e m o r a n d u m C.(62) 55, the Minister of Aviation sets 


out the reasons w h y he wishes to announce in the course of the debate 


on the aircraft industry on 22nd M a r c h that the G o v e r n m e n t have 


decided to place a project study with the British Aircraft Corporation 


for a variable geometry aircraft. I received a letter from h i m on 


20th M a r c h asking for m y concurrence. I a m less concerned about 


the £f million which the project study will cost than for the vastly 


larger expenditure to which w e m a y then find w e have a kind of 


m o r a l c o m m i t m e n t w h e n the project study is completed. Experience 


suggests that these projects, once started however modestly, have 


a m o m e n t u m of their own, and I would find it very helpful to be given 


rather longer notice w h e n as important a decision as this is 


required. . 


2. The object of the project study, as I understand it, would be 


to lead in later to a major development p r o g r a m m e for an opera
tional aircraft. T h e first version of this aircraft might replace 


the Royal Navy's Buccaneers and Sea Vixens, and an altered version 


might replace the T.S.R. 2. of the Royal Air Force. This concept 


involves major problems concerning the future harmonisation of the 


n e e d s of the two Services, and the future of the T.S.R. 2. whose 


estimated development cost has increased alarmingly: from 


£90 million (or £100 million allowing for price changes)to 


£140 million since full development w a s authorised in September, 


I960. These crucial questions must be properly considered; with 


our limited resources, there can be no greater mistakes than to go 


in for two expensive aircraft where one would do, or to fail to plan 


to get the m a x i m u m usefulness out of each type w e build. It also 


raises in an acute form the problem of the size of the Defence 


Budget in the late 1960's and early 1970's. W e shall not be able to 


reach any informed view on this until the Defence Review costings 


b e c o m e available in the s u m m e r . 


3. I recognise that, as C.(62) 55 points out, the placing of a 


project study would not of itself c o m m i t us to build prototypes or 


production aircraft. I believe, however, that to m a k e a point of 


announcing it in the debate would create a general impression that 


w e shall in fact do so. Indeed, an announcement would hardly be 


helpful to the G o v e r n m e n t 1 s case unless it did give this impression; 


the expenditure of £jjr million will s e e m a m i n o r matter unless it 
I 



holds out the hint of m u c h greater s u m s to follow. It is this hint 


that I do not think w e should give at the present stage. 


4. I understand the difficulties of the Minister of Aviation over 


the aircraft industry, and the anxiety he feels about its future 


level of work. At the s a m e time it m u s t be r e m e m b e r e d that very 


big orders not only for production but for development of aircraft 


and guided weapons have been placed with the industry during the 


past two years. It is true that since October, 1961, only one large 


order for a n e w military aircraft has been approved. But that 


order w a s for 31 aircraft and is worth £14 million. It could hardly 


be expected that m o r e than one order of this size would be placed 


during five months. Military orders on hand in the aircraft 


industry are at a very high level - £435 million in September, 1961, 


as against £360 million in September, I960, and £301 million at 


the end of 1959. W e have authorised development expenditure on 


aircraft and guided weapons to the tune of about £150 million since 


the rationalisation of the aircraft industry at the beginning of I960. 

O n the civil side w e have raised the level of assistance to transport 


aircraft from £5 million in 1959-60 to £ 8 million in 1961-62, and 


the estimate for 1962-63 stands at £11 million. I do not believe 


that any complaint that the G o v e r n m e n t are not honouring their 


undertakings to the industry could stand up to impartial examination. 


5. This is not to say that I a m not prepared to accept n e w 


projects which have been properly worked out, and for which there 


is a clear need. There are a n u m b e r of projects in various stages 


of consideration which will presumably, if they are approved, m a k e 


a considerable difference to the curve of the graph annexed to 


C. (62) 55. It is in the nature of this aircraft business that the 


level of c o m m i t m e n t s which have already been approved at any one 


time should s h o w a decline over future years. But if w e hurry into 


starting n e w projects before they have been fully considered, any 


hope of proper financial control in this very difficult and costly 


field will be lost, 


6. This is not, as I have said, a big project in itself. But it 


is a step forward f r o m the research which w e have done hitherto 


into the principles of variable geometry. It is a study a i m e d at 


building aircraft. F o r the sake of allaying the fears of the industry 


about its future, are w e right to announce this n e w step - which f r o m 


past experience is only too likely to lead to a m o r a l c o m m i t m e n t 


to develop - by announcing it before w e have given it the thorough 


examination it deserves? 


. H . B . 

Treasury C h a m b e r s , S.W.I. 


21st M a r c h , 1962. 
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30th M a r c h , 1962 


C A B I N E T 


N A T I O N A L T H E A T R E 


M e m o r a n d u m b j y ^ t b ^ ^ h a n c e l l o r of the Exchequer 


and the Chief Secretary to the Treasury and 


Paymaster-General 


W e think the Cabinet m a y like to k n o w the present position on the 


National Theatre. 


2. O n 20th June last the Cabinet invited the Chancellor of the 
Exchequer to ask the Joint Council for the National Theatre, in co
operation with Sadler's Wells, the Old Vic and the Royal Shakespeare 
M e m o r i a l Theatre, to submit a s c h e m e for a National Theatre designed 
to implement the offer m a d e by the London County Council (L. C. C. )
to contribute from the rates the additional s u m required over and above 
£1 million to build a National Theatre on the South Bank, provided that 
the G o v e r n m e n t would m a k e available the £1 million approved by 
Parliament in the National Theatre Act, 1949- (C. C. (6l) 34th Conclusions, 
Minute 1). 

3. A letter w a s accordingly written to Lord Chandos, as C h a i r m a n 


of the Joint Council, inviting h i m to submit a s c h e m e for the considera
tion of the G o v e r n m e n t and the L. C. C. It w a s m a d e clear in this letter 


that the G o v e r n m e n t s annual subvention towards the running costs of the 


companies permanently using the South B a n k Theatre would be limited 


to a s u m not exceeding £400, 000 (£230, 000 for d r a m a and £170, 000 

for opera). This ceiling would cover all expenditure at the headquarters 


of the institutions concerned, i. e. including the M e m o r i a l Theatre 


at Stratford as well as the South B a n k Theatre, and also the Old Vic 


building in Waterloo R o a d if the s c h e m e w e r e to provide for the continuance 


of performances there. Expenditure on provincial touring would be 


provided for separately. If any one of the three organisations concerned 


should not participate in the s c h e m e , the amount of annual G o v e r n m e n t 


subvention would have to be reconsidered, and the G o v e r n m e n t would 


be under no obligation to contribute m o n i e s for the i m p r o v e m e n t of the 


existing premises of a non-participating organisation. In any event the 


G o v e r n m e n t would not provide capital funds for improving the Old Vic 


building. 


4. Lord Chandos has submitted informally the outline of a s c h e m e 


drawn up by his Joint Council. The m a i n features of this s c h e m e are:
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(a) There should be built n o w on the South B a n k an arena theatre 


and an opera house, which should be two distinct buildings, preferably 


on separate sites, so as to allow r o o m on the theatre site for a 


proscenium auditorium to be added in 25 years' time or later to 


replace the Old Vic, which meanwhile would serve as the proscenium 


auditorium of the National Theatre. 


(b) Sadler's Wells would run their opera c o m p a n y independently, 


with the n e w opera house on the South B a n k as their headquarters. 


(c) A National Theatre C o m p a n y would be created which would 


absorb the existing Old Vic C o m p a n y . The first Artistic Director 


would be Sir Laurence Olivier, w h o is willing to start w o r k in the 


autumn of 1962. 


(d) The Royal Shakespeare C o m p a n y would r e m a i n outside the 


National Theatre s c h e m e . 


(e) In view of the non*-participation of Stratford, Lord Chandos 


assumes that the £230, 000 for d r a m a promised by the Chancellor 


would be abated by £100, 000, and he hopes that the L. C. C. might be 


willing to m a k e up the difference. 


(f) The Old Vic building would be repaired and renovated 


out of the proceeds of sale of the Sadler's Y/ells Theatre in Rosebery 


Avenue. 


5. It is fundamental to the Joint Council's s c h e m e that the L C . C. 


should be willing to provide on the South B a n k sufficient space for the 


eventual erection of three auditoria (two for the National Theatre, and 


an opera house). The Leader of the L. C. C, has let m e k n o w that, 


provided they are not called upon to contribute towards the cost of the 


building m o r e than the £1. 3 million they have already promised, he 


will r e c o m m e n d his Council to m a k e available, without charge, two 


sites between County Hall and Hungerford Bridge. T h e smaller of these 


(adjoining County Hall) would a c c o m m o d a t e the opera house; the larger 


(adjoining Hungerford Bridge) would take the arena theatre, leaving 


r o o m for a proscenium auditorium to be added at a later date w h e n the 


Old Vic Theatre c o m e s to the end of its useful life. (It is conceivable 


that detailed study of the costs might show that it w a s likely to be m o r e 


economical to dispose of the Old Vic site and to build a second National 


Theatre auditorium on the South B a n k straight away. ) A s regards 


running costs, the L. C. C. might be willing to contribute £100, 000 

a year, which would include the £45, 000 they n o w give to Sadler's Well 


6, The Treasury have had s o m e informal consultation with the 


L. C. C. and with representatives of the Arts Council, w h o consider that 


the proposals put forward by the Joint Council offer the basis of a 


practicable s c h e m e . Lord Chandos accepts that it would be up to the 


Joint Council (or any successor body) to keep the cost of the n e w 


buildings and any necessary repair of the existing Old Vic building 


within the figures promised, i. e. , £1 million f r o m the Government, 


£1. 3 million f r o m the L. C. C. , plus the proceeds f r o m the sale of 


the Sadler's Wells Theatre in Rosebery Avenue. 
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7. The m o s t questionable element in this plan is perhaps the 


position of Stratford. The basic reason w h y Stratford opted 


voluntarily out of the Joint Council's s c h e m e w a s because they w e r e 


no longer willing to contemplate complete fusion with the Old Vic 


to form a National Theatre C o m p a n y . They have however expressed 


the view that the National Theatre concept should include the 


Royal Shakespeare C o m p a n y , together with the Old Vic and Sadler's 


Wells, in a national federation which in general terms would e m b r a c e 


and co-ordinate the w o r k of the three institutions. 


Both Lord Chandos and the Arts Council regard any kind of federa
tion as completely unworkable. T h e Arts Council view is that the 


withdrawal of Stratford is in the best interests of the National Theatre, 


since fusion between the Old Vic and Stratford might have tended to 


produce a National Theatre C o m p a n y too large for good administration 


and artistic effectiveness. The Arts Council also believe that 


Stratford, w h o up to the present have never received any subvention 


from public funds, Should, given a m o d e s t subsidy, be perfectly 


capable of holding their o w n with a National Theatre C o m p a n y , at 


least so far as activities at Stratford-on-Avon are concerned. T h e 


Arts Council would not, w e gather, feel under any obligation to 


sifcb&i&lse Stratford's operations in London, which are of course a 


recent innovation. 


8. W e do not think w e should let the non-participation of 


Stratford w o r r y us, but w e m u s t recognise that if the G o v e r n m e n t in 


due course announces its approval of a National Theatre s c h e m e 


which excludes Stratford, there m a y well be s o m e criticism f r o m 


them and their sympathisers. H o w e v e r , experience strongly suggests 


that it would not be possible to devise a National Theatre s c h e m e 


which would please everybody. 


9. N o r do w e think that the National Theatre s c h e m e - as it is 

n o w taking what m a y be its final shape - can be criticised on the 


score that it will be at the expense of the provinces. A s mentioned 


in paragraph 3, the subsidy figures quoted in the invitation to 


Lord Chandos are not intended to cover provincial touring by the 


National Theatre C o m p a n y , which would be provided for separately; 


and, as our colleagues will know, the Arts Council have also been 


promised an additional £150, 000 a year, starting in 1962/63 for the 


benefit of provincial theatres. 


10. A s yet all consultations with L o r d Chandos, the L. C. C. and 


the Arts Council have been informal and confidential. The stage has 


n o w been reached w h e n w e should submit the Joint Councils proposals 


formally to the Arts Council, as the body to which the G o v e r n m e n t 


look for advice in this field. T h e Arts Council would in turn wish 


to consult their D r a m a Fanel, and at that stage it is unlikely that 


the matter could continue to be kept confidential. It might therefore 


be best for the Joint Council to publish their s c h e m e without further 


delay, and w e n o w propose, subject to the agreement of the L, C. C. , 

to suggest to Lord Chandos that this should be done. 
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11. Meanwhile the G o v e r n m e n t would remain finally uncommitted. 


If, as will almost certainly happen, the Arts Council endorse the Joint 


Council's scheme, it would thereafter be difficult for the G o v e r n m e n t 


to avoid undertaking an early and definite c o m m i t m e n t . Planning of 


the buildings is bound to take s o m e time, and it is unlikely that any 


of the Exchequer's £1 million v/ould be required before 1963/64 at 


earliest. 


12, W e invite the Cabinet to agree (a) that the Chief Secretary, 


Treasury should suggest to Lord Chandos that the Joint Council Is 

s c h e m e should be n o w published, and (b) that the Chief Secretary, 


Treasury should submit it formally to the Arts Council for their 


advice. 


S. L. 

H. B . 


Treasury C h a m b e r s , S..W.1. 


30th M a r c h , 1962. 
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gHIS D O C U M E N T IS T H E P R O P E R T Y OF H E R B R I T A N N I C M A J E S T Y ' S G O V E R N M E N T ) 

C. (62) 58 C O P Y N O . i f l 

3rd April, 1962 


C A B I N E T ' 


T H E E V I A N A G R E E M E N T S 


M e j n o r a n d u m by the Secretary of State for 


Foreign Affairs 


M y colleagues m a y like to have a s u m m a r y of the m a i n provisions of 


the agreement between the F r e n c h G o v e r n m e n t and the "Gouvernement 


Provisoire de la Republique Algerienne" (G. P. R. A . ) signed at Evian on 


18th M a r c h , 1962. 


^' T h e Cease-Fire. This c a m e into effect on 19th M a r c h and has 


been followed by the declaration of an amnesty and the release of all 


prisoners within 20 days. Civil liberties will be restored "as soon as 


possible" and the Front de Liberation Nationale (F. L. N. ) will be 


considered a legal political organisation. 


3* T h e Transitional Period. This will last until the referendum, to 


be held in all the Algerian and Saharan departments not less than three 


months and not m o r e than six m o n t h s after the cease-fire. During this 


period F r e n c h sovereignty will continue and France, which will be 


represented by a High C o m m i s s i o n e r , M . Fouchet, will remain directly 


responsible for foreign affairs, security, defence, justice, currency, 


economic relations and, "in the last resort", the maintenance of order. 


Otherwise the country will be run by a 1 2 - m e m b e r French-nominated 


Provisional Executive under a M o s l e m President, M . Fares, and helped 


in its task by a local security force of up to 60, 000 French-officered 


M o s l e m auxiliaries and a m i x e d "Tribunal of Public Order". 


4. Algerian refugees abroad (who n u m b e r s o m e 300, 000) will be 


helped to return. But all Algerian a r m e d forces n o w in Tunisia and 


M o r o c c o (about 30, 000 in all) will remain where they are until after the 


referendum, in which they will therefore not vote. 


5. T h e Refejrejnduno. The population of Algeria will be offered three 


choices:

(i) Maintenance of Algeria as a F r e n c h department. 


(ii) Independence by breaking all links with France. 


(ixi) Independence in co-operation with France. 


Both the F r e n c h G o v e r n m e n t and the G. P. R. A. favour the third choice. 


If this is adopted, independence will be immediately recognised by 


France and responsibility immediately transferred. Within three 
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weeks the Provisional Executive would organise elections for an Algerian 


National Assembly, to which it would remit its p o w e r s . 


6. ' Independence and Co-operation (if the third alternative is chosen, 
which s e e m s likely owing to the discipline exercised by the F. L. N. over 
the Algerian M o s l e m s ) . 

(i) Individual Rights. There will be no reprisals for acts committed 


or opinions expressed up to the date of the referendum. 


Settlers will then have three years in which to decide whether to 


a s s u m e Algerian nationality or remain F r e n c h (in which case they m a y 


continue to live in Algeria as privileged foreigners, even to the extent 


of enjoying the present F r e n c h legal system). Their participation 


at all levels of the G o v e r n m e n t and Administration will be guaranteed 


in relation to their n u m b e r s , their property and e m p l o y m e n t will be 


safeguarded, and special courts will ensure that their eights are 


respected. 


F r a n c e will maintain the French nationality of all w h o n o w possess 


it in Algeria and do not wish to renounce it, and those F r e n c h citizens, 


M o s l e m or European, wishing to leave Algeria will be free to go, taking 


their goods and m o n e y with them. 


(ii) E c o n o m i c Co-operation. Algeria will r e m a i n in the Franc Zone 


and will receive, for three years in the first instance, full economic and 


technical aid at the level at present provided under the Constantine Plan. 


Algerian markets will remain open to France and vice versa. 


In the Sahara existing rights will be respected and oil and 


mineral resources exploited on an equal basis under the direction of a 


joint technical co-operation agency. French companies will have a 


privileged position for six years. Algeria will retain full sovereignty, 


grant all future concessions and promulgate legislation covering 


exploitation of the Sahara. 


(iii) F r e n c h Military Installations. F r e n c h forces will be allowed to 


remain in Algeria for three years after independence, but they will be 


progressively reduced, 80, 000 only remaining after the first year. 


F r a n c e will retain the Mers-el-Kebir naval base for 15 years and 


the lease can be renewed. She will also retain the use of other bases and 


installations (including the nuclear testing centre in the Sahara) for 


five years. U s e of certain airfields m a y be further r e n e w e d thereafter. 


"7* Settlement of Disputes. Disputes will, in the last resort, be 


referred to the International Court of Justice. 


8. There is little doubt that this agreement represents a 


considerable triumph for General de Gaulle. M a n y of its provisions 
e.g. , over military bases and guarantees for European settlers - are 


muchbetter than could at one time have been expected and have only 
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been wrung f r o m the Algerians after a great deal of bargaining. Indeed, 


in agreeing to allow France to retain the use of her nuclear testing 


ground, the G. P. R. A . acted in the full knowledge that they would be 


likely to incur the odium of their fellow Afro-Asians. According to 


the United A r a b Republic A m b a s s a d o r in M o s c o w , the Soviet G o v e r n m e n t 


have been as surprised as his o w n by these far-reaching concessions 


on the part of the Algerians. 


9. O n the other hand, it is possible that the G. P. R. A . were forced 


to m a k e these concessions through fear of partition and it m a y well be 


that the extremer elements a m o n g the Algerian nationalists have agreed 


to this settlement with the mental reservation that they can go back on 


their word w h e n they have achieved complete independence. There 


m u s t always be a doubt whether the safeguards wrung f r o m the 


G. P. R. A. on paper will prove worth the year of delay during which the 


Organisation de 1'Armde Secrete (O. A . S. ) g r e w from nothing to its 


present strength, especially since the French claim that the G. P. R. A. 

will n o w cease to function as such. 


10. The m a i n obstacle to the application of the agreement is the 


O. A . S . which will presumably continue to sabotage it with every m e a n s 


at its disposal. But n o w that the F r e n c h A r m y has at last m o v e d 


decisively against the O . A . S . and, providing that the military impetus 


can be maintained, there is every reason to expect that its resistance 


will soon be broken, though not without further bloodshed. 


11. There have been signs that the O. A, S. have been losing the 


confidence of the Europeans (on whose continued support the O . A . S's 


position ultimately rests) because of:

(i) Loyalty of the A r m y . 


(ii)	 Absence of any effective O. A . S. counter-action 


following the siege of Bab-el-Oued and the 


m a s s a c r e of over 50 civilians by M o s l e m troops 


in Algiers on 26th M a r c h . 


(iii) Discipline shown by M o s l e m s in the face of 


provocation. 


(iv) Capture of General Jouhaud and other O. A. S. 

leaders. 


12. Reactions in France to the cease-fire have been restrained and its 


terms appear to have been accepted by the French people. There is 


little doubt that General de Gaulle will get another large majority in the 


referendum to be held in Metropolitan France on 8th April to approve 


the Evian agreement. 


13, A s sovereignty over Algeria remains vested in France until the 


referendum, there is no question, for the time being, of our recognising 


any Algerian G o v e r n m e n t and our contacts with the F. L. N. leaders and 


"representatives" will continue to be on an informal basis. 


H. 
Foreign OfHce, S.W. 1. 


30th M a r c h , 1962. 
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CABINET 

THE PROBLEM IN CENTRAL AFRICA 

MEMORANDUM BY THE SECRETARY OF STATE FOR THE HOME DEPARTMENT 

Introductory 
Last week I held a series of informal talks with the High Commissioner in 

Salisbury and the Governors of Northern Rhodesia and Nyasaland. My object 
in inviting them to London was to obtain up-to-date reports on the current 
situation in Central Africa, and on this basis to plot the course which our policy 
should take during the months ahead. 

2. In	 a complex situation certain points at least are clear: 
(a) In the face of widespread discontent the Federation, unless maintained by 

force, cannot continue for much longer in its present form. 
(b)	 For economic and also for political reasons, every effort should be made 

to evolve an alternative form of association between the territories. 
(c)	 Any such association, if it is to be durable, must be based on acceptance 

by the peoples of the territories. 
(d)	 To achieve these aims a fresh initiative is needed. The Federal Prime 

Minister, Sir Roy Wei ens ky, has made it clear that no such initiative is 
to be expected from him. I am convinced that this responsibility must 
be accepted by Her Majesty's Government. 

A Composite Approach 
3. I therefore propose that Her Majesty's Government should take the 

initiative by sending a small constitutional mission to Central Africa in order to 
get things moving. (The functions of this mission are described in paragraph 8 
and the Annex.) As I suggest below, the various aspects of the relationship 
between the territories need to be tackled individually. But it will make it easier 
to handle the problem of Nyasaland if all these aspects are embraced in one 
composite approach. I cannot think of a better method of dislodging the log jam, 
and making people in the Federation think of, and work out, an alternative 
method of association to that which at present exists. It would be difficult to 
wait until after the Northern Rhodesia and Southern Rhodesia elections as we 
should lose so much time, but of course no final decisions would be reached until 
after those elections. We would hold in reserve the possibility of summoning an 
ultimate conference. 

Nyasaland 
4. The immediate problem is Nyasaland, or more precisely the handling of 

the African leader in Nyasaland, Dr. Banda. He is at present intending to come 
to London this month and is expecting, before he makes this visit, to have been 
told whether or not Her Majesty's Government are prepared to agree in principle 
that he should be allowed to secede from the Federation. If he is told that we 
are not prepared to allow him to secede, or if he receives an answer which he 
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regards as mere prevarication, then he will almost certainly resign: from the 
Government. In the view of the Governor of Nyasaland, there is every probability 
that this would lead to a serious security situation, and it is unlikely that this 
would be confined to Nyasaland alone. 

5. On the other hand simply to give Dr. Banda the answer he wants (and 
possibly expects) would in my view be an evasion by Her Majesty's Government 
of their responsibilities both in regard to Nyasaland and to Central Africa as a 
whiple. It would make it more difficult to pin the attention of the Malawi Party 
to the economic consequences of isolation and the need to give serious attention 
to the construction of some alternative form of association with the other two 
territories. It would intensify agitation for secession in Northern Rhodesia where 
the African Nationalist Parties are already proposing to fight the forthcoming 
elections on a secessionist platform. Lastly the Federal and Southern Rhodesia 
Governments would react most strongly against an immediate concession of this 
kind which was unrelated to the Federal problem as a whole. All this would make 
the task of evolving some new form of association between the territories even 
more intractable than it already is. 

6. I therefore propose that it should be made clear to Dr. Banda that it 
remains the view of Her Majesty's Government that there are great advantages for 
all the peoples of Central Africa in a continued association of the three territories; 
at the same time it is clear that there is widespread criticism of the present form 
of Federation; Her Majesty's Government acknowledge that Dr. Banda and the 
Malawi Party in Nyasaland, supported by a firm mandate at the last election, are 
not prepared for Nyasaland to remain within the present Federation; on the other 
hand Her Majesty's Government think it right that before any final conclusion is 
reached about Nyasaland's withdrawal from the present Federation, there should 
be a full examination both of the consequences of the withdrawal for Nyasaland 
and also of alternative forms of association with the other two territories. 

7. My colleagues will see that this makes clear that Her Majesty's Government 
are not prepared to consider the timing or method of a withdrawal from the present 
Federation until its consequences and the possibility of other acceptable forms of 
association have been fully explored. But it will also be seen that to get this 
machinery in motion we shall have to recognise that the withdrawal of Nyasaland 
from the present Federation is in the last resort inevitable if the people so wish. 

Northern and Southern Rhodesia, and their Possible Association with Nyasaland 
8. I have referred to my wish to appoint a small constitutional mission. Its 

first task would be to visit Nyasaland to examine with the Nyasaland Government 
and others concerned the matters referred to at the end of paragraph 6 above. The 
future of Nyasaland, however, is only one part of a composite problem. It would 
therefore be my intention that once the talks in Nyasaland had been set on foot, 
the mission should embark upon a parallel examination with the Governments 
concerned of the possible forms in which Southern Rhodesia and Northern Rhodesia 
might be associated (a) with each other, and (b) with Nyasaland. I am anxious 
that the mission should examine any ideas which may be put forward and which 
might help towards a solution of the problems in Central Africa whether economic 
or political. There are, however, two premises which would underlie the whole 
of the mission's work; the solutions to be evolved should be such as might be 
acceptable to the peoples of the territories and they should be designed to preserve 
and promote the advantages of a continued association. 

9. The mission would be as small as possible. My idea is that it should consist 
of a Chairman, a Deputy Chairman (who would be charged under the Chairman's 
direction with the conduct of the enquiry in Nyasaland) and two members, possibly 
an economist and a lawyer. The mission would keep in close touch with the High 
Commissioner who would be the channel of communication with Her Majesty's 
Government. The mission would present the results of their enquiries to Her 
Majesty's Government who would communicate them to and consult with all the 
Governments concerned before any final decision was reached. 

10. If my colleagues are prepared to agree to these proposals, I propose that 
confidential preparatory soundings should be taken immediately with Dr. Banda 
and with the Governments of the Federation and of Southern Rhodesia. The 
Governor of Northern Rhodesia will also wish to inform his Ministers in confidence. 
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I will of course inform my colleagues of the results before any public announcement 

is made. This could take place either just before or just after the Easter recess. I 

propose to visit the Federation myself some time in the month of May. 


Summary of Proposals 
11. I invite my colleagues to agree that the High Commissioner and the 


Governors of Northern Rhodesia and Nyasaland should be authorised to take 

preparatory soundings on Her Majesty's Governments intentions. These would 

be based on: 


(a)	 The appointment of a constitutional mission for the purposes outlined in 
paragraphs 3 and 8, and the Annex. 

(b)	 The method of approach to the secession issue in Nyasaland described 
in paragraphs 4 to 7. 

There can be no certainty that this approach will enlist the co-operation which 
will be required for its success. In my view, however, it does have the merits of 
facing the facts of the situation and of providing a channel for the re-thinking of 
old attitudes and the injection of new ideas. 

R. A.	 B. 

Home Office, S.W. 1, 

3rd April, 1962. 


ANNEX 

FUNCTIONS OF PROPOSED CONSTITUTIONAL MISSION 

A Constitutional Mission will be appointed: 
(i) to examine with the Nyasaland Government, with particular reference	 to 

Nyasaland's financial needs and economic viability, the consequences 
of a withdrawal by Nyasaland from the present Federation, and possible 
forms of future association with the other two territories which might 
be acceptable to the people of the territory; 

(ii) to examine with the Governments concerned the possible forms in which 
Southern and Northern Rhodesia might be associated (a) with each 
other and [b) with Nyasaland, it being understood that any such 
arrangements should be such as might be acceptable to the peoples of 
the territories and should be designed to preserve and promote the 
advantages of a continued association; 

(iii) to maintain	 close contact with the Federal Government on the matters 

arising under (i) and (ii) above and to afford them full opportunity of 

presenting their views on all matters of concern to them; 


[(iv) to	 consider, in consultation with any territorial Government which so 

desires and with the Federal Government, whether it would be desirable 

and practicable to effect some redistribution of functions between the 

Federal and the territorial Governments concerned;] 


(v) to report to Her Majesty's Government upon the results of their enquiries. 

April	 1962 

* For further discussion between the High Commissioner and the Prime Minister of Southern 
Rhodesia, Sir Edgar Whitehead. 
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C A B I N E T 

THE ANGLO-PORTUGUESE ALLIANCE 

MEMORANDUM BY THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 

Several of the treaties comprising the Anglo-Portuguese Alliance, as well as 
the Secret Declaration of 1899, contain commitments on the part of this country 
to defend the Portuguese colonies (summarised in the Annex to this paper). 

2. This commitment no longer corresponds with reality, and at the time of 
the Indian attack on Goa we found it a source of acute embarrassment. Our 
relations with the Portuguese suffered heavily because they felt that, in not giving 
them assistance against India, we were being untrue to the Alliance. The obligation 
to defend Portuguese colonies cannot be reconciled with our views on Portuguese 
colonial policy or with our own entirely different colonial policies. The commitment 
is unpopular with public opinion in this country and in many quarters abroad, 
particularly at the United Nations. If another situation like Goa should arise, we 
might well face the same embarrassment without even the reason of our 
Commonwealth commitments to explain our inaction. For example, the Portuguese 
might invoke the treaties if Timor or Portuguese Guinea were attacked, and would 
again be indignant if they did not receive the help to which they believed they were 
entitled. Anglo-Portuguese relations will indeed continue unsatisfactory so long 
as the Portuguese believe that they have the right to expect from us assistance 
which in fact we are not prepared to give. In my view we cannot afford a source 
of misunderstanding of this kind to persist in our relations with an ancient ally 
and a partner in the North Atlantic Alliance. 

3. The problem is how to shed our anachronistic commitment gracefully and 
without provoking hostile reactions in Lisbon. We cannot legally get rid of the 
commitment by simply denouncing the relevant parts of the treaties, which contain 
no provision for termination. Nor is it likely that the Prime Minister of Portugal, 
Dr. Salazar, will release us by denouncing the Alliance. He may well feel that 
while PortugaFs European interests are at present protected by the North Atlantic 
Alliance, the British Alliance is of more lasting importance. But he has stated 
publicly that he is studying the 1899 Declaration to see what " positive content" 
still remains in the light of our attitude over Goa. This provides us with a peg on 
which we could hang an approach to the Portuguese Government, designed to 
get our relations on to a better footing. My idea is that we might explain to them 
frankly the difficulty in which we find ourselves and invite them to discuss with 
us how the traditional friendship and alliance between the two countries can be 
preserved from the strain of conflict over their differing colonial policies. We 
might suggest, for example, that an " interpretation " of the treaty should be worked 
out and embodied in a statement of policy, in which the Portuguese Government 
would explicitly accept a limitation of our commitment relating to colonial 
territories, as part of a reaffirmation of the basic purposes of the Anglo-Portuguese 
Alliance. 

4. There is, unfortunately, a complicating factor of which my colleagues 
should be aware. The Chiefs of Staff have concluded that staging facilities in Sal 
in the Cape Verde Islands are essential at 24 hours' notice to enable us to fulfil 
our African commitments, and that other facilities, including continued use of the 
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Azores, are desirable. It is clear that we should have little chance of obtaining 
these facilities in present circumstances unless we were able to offer compensating 
advantages. One price we should almost certainly have to pay would be the 
provision of modern airfield equipment. But in addition to this the Portuguese 
would be likely to ask whether we would supply them with air transit facilities 

1 in the event of external agression against their overseas territories, and until we 
have cleared up our position in regard to the treaty this will be a question we 
shall have difficulty in answering. 

5. We have little of value to offer in this field. The matter has been studied 
by officials who have tentatively concluded that we might agree, if asked, to grant 
facilities at El Adem (subject to overflying permission from the Libyans), Aden 
and Mauritius. We could also continue to turn a blind eye to the present 
understanding with the Federation authorities whereby the Portuguese overfly 
the Central African Federation. But apart from the scantiness of these facilities, 
we could not promise them for an indefinite period. Moreover, even with the 
use of Aden and Mauritius, the Portuguese could not reach Timor without 
Australian permission to use the Cocos Islands or Darwin, which may or may 
not be forthcoming. I must also point out that it might be almost as embarrassing 
and difficult for us to grant transit facilities in the event of trouble in a Portuguese 
colony as to give military aid; and we might find that we had given a promise, 
dated 1962, which we could not carry out. This would be worse than reneging
on an ancient treaty. 

6. My conclusion is therefore that in the first instance we should do no more 
than approach the Portuguese Government in an informal and friendly manner 
for the purpose of discussing with them how the present embarrassments in 
Anglo-Portuguese relations can be overcome. We would explain how the force 
of circumstances and differences in our colonial policies have made it impossible 
for us to honour the military obligations in respect of Portuguese colonies which 
devolve upon us under the treaties; that we nevertheless value these treaties and 
wish them to remain the basis of our relations with Portugal, and that we are 
willing to reaffirm our commitment under the Alliance to defend metropolitan 
Portugal and the Atlantic Islands. (This formula would cover not only the 
Azores and Madeira, which are considered to be part of metropolitan Portugal, 
but also the Cape Verde Islands, which are not.) We would wait to see how 
this approach was received before deciding how to deal with the question of air 
staging facilities in the Cape Verde Islands and the Azores. 

7. If my colleagues agree with this, I would propose to take the first step 
myself when I meet the Portuguese Foreign Minister, Dr. Nogueira in Athens 
for the meeting of the North Atlantic Alliance in the first days of May. 

8. The only alternative that I can see is to take no action at all. In this event, 
unless Dr. Salazar took some initiative, we should have simply to hope that another 
Goa will not occur soon and that we shall not require strategic facilities from the 
Portuguese until the dust from Goa has settled. If our hopes were belied, we 
might find it difficult to explain why we had in the interval after Goa done 
nothing to put our relations with Portugal or a realistic basis. 

9. For this and for general reasons I should myself prefer to take the initiative 
suggested in paragraphs 6 and 7 above. 

H. 

Foreign Office, S.W. 1, 
10th April, 1962. 



ANNEX 


COMMITMENT TO DEFEND PORTUGUESE COLONIES 


The most important statement of Her Majesty's Governments commitment to 
defend PortugaFs colonies is in the Secret Article of the Anglo-Portuguese Treaty 
of 1661. There is some doubt about the exact original wording of this article, but 
this does not matter as the authoritative text has been established by the second 
part of the Anglo-Portuguese Secret Declaration of 1899 which quotes and confirms 
the 1661 article. The 1899 Declaration is quoted in full below. 

2. There have been other references in Anglo-Portuguese Treaties to our 
obligation to assist in the defence of the Portuguese colonies. These are also listed 
below. 

Anglo-Portuguese Secret Declaration, 1899 

" The Government of Her Majesty The Queen of the United Kingdom of Great 
Britain and Ireland, Empress of India, and the Government of His Most Faithful 
Majesty the King of Portugal and the Algarves, considering as of full force and effect 
the ancient treaties of alliance, amity and guarantee which subsist between the two 
Crowns, specifically confirm on this occasion article 1 of the treaty of the 
29th January, 1642, which runs as follows: 

' It is concluded and accorded that there is, and shall be for ever, a good 
true and firm peace and amity between the most renowned Kings, Charles 
King of Great Britain and John the Fourth King of Portugal, their heirs and 
successors, and their kingdoms, countries, dominions, lands, people, liegemen, 
vassals and subjects whomsoever, present and to come, of whatsoever condition, 
dignity or degree they may be, as well by land as by sea and fresh waters, so 
as the said vassals and subjects are each of them to favour the other and to 
use one another with friendly offices and true affection, and that neither of the 
said most renowned Kings, their heirs and successors, by himself or by any 
other, shall do or attempt anything against each other, or their kingdoms, by 
land or by sea, nor shall consent nor adhere unto any war, counsel or treaty, in 
prejudice of the other.' 

They equally confirm the final article of the treaty of the 23rd June, 1661, of 
which the first part runs as follows : 

' Over and above all and singular agreed and concluded in the Treaty of 
Marriage between the Most Serene and Most Powerful Charles, the Second of 
that name, King of Great Britain and the Most Virtuous and Serene Lady 
Catherine, Infanta of Portugal, it is by the secret article concluded and 
accorded, that His Majesty of Great Britain, in regard of the great advantages 
and increase of dominion, he hath purchased by the above-mentioned Treaty 
of Marriage, shall promise and oblige himself, as by this present article he doth, 
to defend and protect all conquests or colonies belonging to the Crown 
of Portugal against all his enemies, as well future as present.' 

The Government of His Most Faithful Majesty undertakes not to permit, after 
the declaration of war between Great Britain and the South African Republic, or 
during the continuance of the war, the importation and passage of arms, and of 
munitions of war destined for the latter. 

The Government of His Most Faithful Majesty will not proclaim neutrality in 
the war between Great Britain and the South African Republic. 

Done in duplicate, at London, this 14th day of October, 1899." 



Other References in Anglo-Portuguese Treaties to Obligation to Assist in Defence 
of Portuguese Colonies 

Treaty of 1373 
Article 1 contains a general mutual provision that the Kings of England and 

Portugal should " assist, maintain and uphold each other mutually by sea and 
by land " in respect of their " realms, lands, dominions, provinces ", etc. They 
" shall strive for and preserve, as much as in them lies, the personal safety, security, 
interest and honour and the harmlessness, conservation and restitution of their 
rights, property, effects and friends wheresoever they be ". 

Article 3 provides that in the event of a request for assistance by one party 
whose " lands, dominions or places " are being attacked or are under threat of 
attack, the other party shall supply " troops " and " any other kind of defence " 
to help protect or recover the territories " as often as and whenever such party 
shall, without great injury to his country, be able to spare a certain proportion of 
armed troops, etc., . . . (except when their price is excessive or they are needed 
in the country) at the cost, expense and pay of the party requiring ". 

Treaty of 1386 
Articles 1 and 3 have a general mutual provision " to succour and afford aid " 

against those " who shall attempt to violate the peace of the other or injure its 
State in any way " and " to discourage, pursue and destroy, with all their might, 
the enemies and rebels of the other, the same as their own mortal enemies ". 

Article 4 lays down that if one party applies to the other for help the latter 
is obliged " to afford such help or succour to the requiring party, in so far as is 
compatible with the dangers threatening himself, his kingdoms, lands, dominions 
and subjects . . .; all which, however, to be at such reasonable charge and expense 
of the requiring party . . ., on condition always that the demand for such aid or 
succour be made six months previous to its being expected to be carried into 
execution ". 

Treaty of 1661 
Article 15 contains a general obligation on the King of Great Britain to " take 

the interest of Portugal and all its dominions to heart, defending the same with 
his utmost power by sea and land, even as England itself ". 

Treaty of 1703 
This contains an obligation on Great Britain and Holland to send armed 

assistance to Portugal if Spain or France attack her overseas provinces or 
dominions. 

April 1962. 
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CABINET 

RESALE PRICE MAINTENANCE 

MEMORANDUM BY THE PRESIDENT OF THE BOARD OF TRADE 

At the meeting of the Economic Policy Committee on 4th April, 1962, 1 was 
invited to circulate to the Cabinet a memorandum examining the implications of 
prohibiting resale price maintenance, but with a provision for exemptions in 
particular cases to be obtained by application to the Restrictive Practices Court; 
suggesting the criteria which might be laid down; and estimating the length and 
complexity of the legislation required. 

Suggested procedure and criteria 
2. In Annex A to this paper, I have outlined the procedure which might be 

adopted if we were to decide that applications to maintain—or to impose—resale 
price maintenance should be judged by the Restrictive Practices Court. Annex B 
sets out a provisional indication of the criteria which the Court might be required 
to apply. I estimate that a Bill to make resale price maintenance illegal subject to 
any exceptions granted by the Court under this procedure might contain about 
10 clauses. 

Difficulty of devising satisfactory criteria 
3. The proposal that applications to maintain resale price maintenance 

should be judged by the Court according to criteria laid down in the law, implies 
that we can foresee cases in which the continuation of this practice may be 
justifiable. On economic grounds I am myself by no means satisfied that this is so. 
Nor do I find it easy to visualise, still less to define, the circumstances in which it 
would be necessary and proper to make exceptions for social or other non-economic 
reasons. Once, however, we make provision for any exceptions we shall, as I see 
it, be under almost irresistible pressure to add additional criteria on " analogous " 
grounds. 

Legislative problems 
4. If, as I believe to .be necessary, the criteria are drafted in such a way as 

to make it unlikely that many, if indeed any, applications to the Court will succeed, 
we must expect strong opposition in Parliament. There will be endless scope for 
the proposal of wrecking amendments and a Bill embodying such proposals must 
be expected to take up a good deal of parliamentary time. Even so it would 
probably not emerge without substantial amendment which might mean that resale 
price maintenance would, in practice, be allowed to continue in its present form. 
Debate over each of the criteria in the Bill and in proposed amendments to it would 
inevitably be prolonged by the knowledge that under the Restrictive Trade Practices 
Act, 1956, experience has shown that the likelihood that a registered agreement will 
be justifiable under any of the criteria laid down in Section 21 of that Act is small. 

5. I recognise that the strength of opposition to a Bill which made no provision 
for exceptions would be even greater. I believe, however, that we should be on 
much stronger ground if we took our stand on the principle that resale price 
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maintenance is in all cases undesirable than if we conceded from the outset the need 
for exceptions in particular cases and were then forced to accept additional criteria 
—probably of a wrecking character-in Committee. Certainly a Bili which did not 
make provision for exceptions could be much shorter (say three clauses), could be 
introduced much sooner, and would require a good deal less parliamentary time. 

Other difficulties about this approach 
6. There is the further point that under any Court procedure involving strict 

and meaningful criteria, the likelihood is that only the biggest and best organised 
of the industries concerned would, in practice, have the financial and other resources 
to mount a case which would be successful. We should have to face the criticism 
that the procedure inevitably favoured -those who had least need of special 
protection. 

7. Under a system of particular exemptions from the general prohibition, 
there is also the problem of the status of existing resale price maintenance practices 
pending any determination by the Court. Whereas the number of Restrictive 
Trading Agreements affected by the present Restrictive Practices legislation has 
been reasonably manageable the number of manufacturers who carry on resale price 
maintenance practices (and who would wish to continue to carry on such practices 
if any possibility existed) is probably very great. It might well therefore be several 
years before the Court could examine all applications which it received, even if the 
Court procedure were relatively simple and if a proportion of the. applications were 
to be withdrawn after a few " test cases " had been heard by the Court. 

Possible alternative approaches 
(a) An " administrative tribunal " 

8. In the light of these difficulties I have considered whether some alternative 
procedure might be more satisfactory than a provision for reference to the 
Restrictive Practices Court. Some of the problems might be removed if applications 
were to be considered departmentally or by some advisory committee. The nature 
of the circumstances which it would be relevant to take into account in particular 
cases would in many ways make the task of judging applications more suitable 
for an administrative than a judicial body. There still remains, however, the 
problem of devising and defending against pressure for extension the criteria 
against which applications are to be judged. There is also the additional problem 
of "appeals" and political pressures. My conclusion is that this alternative 
approach would not materially simplify the legislative problem and would lead 
to an exemption system which could be politically embarrassing. 

(b) Exemption for specified classes of goods 
9. In theory we could also qualify the general prohibition by excluding from 

the outset particular classes of goods (e.g., books) where it may be plausibly argued 
in Parliament that there are special reasons for the continuation of price fixing. 
The main difficulty here is that I do not think we could devise a list of this kind 
which would be defensible and even if we provided for additions to the list by 
Order in Council procedure we should inevitably have protracted debate in 
Committee on the list itself and on the criteria by which applications for additions 
are to be judged. This approach again involves a fairly lengthy and controversial 
Bill. 

Conclusions 
10. To sum up, there are, as I see it, the following possibilities: 
(a)	 A general prohibition of resale price maintenance with provision for 

exceptions approved by the Restrictive Practices Court. 
This would require the longest Bill (about 10 clauses) and would 

involve much controversy about the criteria. 
(b)	 A general prohibition with provision for exceptions approved by an 

administrative tribunal. 
This would require only a slightly shorter Bill and would be just 

as controversial as (a). 



(c)	 A general prohibition with provision for exemption of scheduled classes 
of goods. ' ' . 

The Bill would be a good deal shorter but it would be difficult 
to draw up a satisfactory and defensible schedule. Any provision about 
amendment of the schedule by order in Council would give rise to. 
similar controversy as under (a) and (b). 

(d) A general prohibition without exceptions. 
This would require only a very short.Bill. The controversy would 

be short and sharp but there need be no protracted debate. 

11. My own conclusion is that the only approach which could be embodied 
in a short Bill which could be introduced at an early date is a general prohibition 
of resale price maintenance with no exceptions. On economic grounds I also 
believe this to be the right and most defensible course. An approach embodying 
provisions for reference to the Restrictive Practices Court would be technically 
practicable, but would involve rather complicated legislation. Moreover, if it 
were to have the broad effect of making it very difficult for these practices to 
continue, save in the most exceptional circumstances, such legislation would be 
little less controversial and much more expensive in Parliamentary time than a 
comprehensive prohibition. 

F. J. E. 

Board of Trade, S.W.1, 

12th April, 1962. 




ANNEX A 


POSSIBLE PROCEDURE INVOLVED IN. APPLICATIONS TO THE 
RESTRICTIVE PRACTICES COURT TO LEGALISE CERTAIN 
RESALE PRICE MAINTENANCE 

The Committee have suggested that resale price maintenance should be 
prohibited, but that provision should be made enabling persons to apply to the 
Restrictive Practices Court for exemption from this prohibition. 

Such applications would probably necessitate the following procedures: 
(a)	 Any person imposing resale price conditions in relation to goods supplied 

by him would have to notify the fact to the Registrar specifying the 
goods or classes of goods concerned, and the persons affected by the 
conditions. The practice would not be unlawful unless and until 
declared by the Restrictive Practices Court to be contrary to the public 
interest. 

(b)	 It would be the duty of the Registrar to bring each case before the 
Restrictive Practices Court. In references to the Court the practice 
would be presumed to be contrary to the public interest unless the 
party concerned established to the contrary by reference to specified 
criteria (see Annex B). 

(c)	 The procedure would involve the delivery of pleadings setting out the 
ground or grounds upon which the application is founded and the 
Registrar^ rejoinder. There would be provision for discovery and 
examination of records as is the case under the Act of 1956. 

April	 1962. 

ANNEX B 

CRITERIA FOR THE RESTRICTIVE PRACTICES COURT 

The imposition or maintenance of resale price conditions can be authorised 
by the Restrictive Practices Court for a period not exceeding [2] years, which could 
be extended for one or more similar periods on further application to the Court, 
provided that it is satisfied that it is necessary to provide: 

(a) facilities	 or services without which there would be danger to the life or 
health of the buyer or of some third party; or 

(b)	 a sufficiently large number of points of distribution for a product the wide 
distribution of which is desirable in the interests of the intellectual 
and cultural life of the community; or 

(c) a measure of protection	 against the sale of a product by a retailer at or 
below the cost to him solely for the purpose of advertising and not 
for the purpose of making a profit on sales of that product; 

and provided that the Court is further satisfied that the imposition or maintenance 
of those conditions is not unreasonable having regard to the balance between the 
considerations set out above, and any detriment to the persons subject to the 
conditions or to the public, resulting or likely to result from the operation of the 
conditions. 

April	 1962. 





i 


Printed for the Cabinet. April 1962 

C. (62) 62	 Copy No. 50 
13th April, 1962 

CABINET 

RESALE PRICE MAINTENANCE 

MEMORANDUM BY THE LORD PRESIDENT OF THE COUNCIL AND MINISTER 
FOR SCIENCE 

On 4th April, 1962, the Economic Policy Committee discussed a memorandum 
by the President of the Board of Trade covering the report of. an inquiry by the 
Board of Trade into resale price maintenance. 

2. The majority of the Committee agree with the President^ conclusion that 
the economic arguments for prohibiting resale price maintenance are strong and 
with his recommendation that the Government should announce that they have 
decided to introduce legislation in due course in order to remove the protection of 
the law from,resale price maintenance clauses in trading contracts. It is argued 
that the system encourages inefficiency in distribution, which has been absorbing 
manpower at a much faster rate than the economy as a whole, and that it hampers 
the spread of new techniques. The abolition of resale price maintenance would 
reinforce action elsewhere to make our economy competitive. 

3. Mainly on political and social grounds, a minority of the Committee are 
opposed to the prohibition of resale price maintenance. It is argued that hardship 
would be caused to small independent shopkeepers and that many of them might 
even be put out of business. It is further argued that the quality of goods and of 
after-sales service to the consumer might be adversely affected. The Government^ 
action would be severely criticised as favouring large multiple stores against the 
small man. It would also be said that it is too soon since the Restrictive Trade 
Practices Act, 1956 (which actually extended the protection given by the law to 
resale price maintenance), to make such a fundamental change in the system. 

4. Those in favour of abolition reply that the collapse of resale price 
maintenance in the grocery trade has not had any marked effect on small retailers. 
Moreover, consumers in general are at present subjected to a policy of restraint 
in incomes and have begun to demand Government action in the field of prices. 
Although the protests of small shopkeepers will no doubt be louder than the 
approbation of consumers, it is by no means certain that the balance of political 
advantage would be adverse to the Government. 

5. If the Cabinet agreed in principle that resale price maintenance should 
be abolished there are two main ways in which this could be done: 

(a)	 a reasonably straightforward Bill which would render the relevant clauses 
in existing contracts between manufacturers and distributors 
unenforceable; 

(b)	 a Bill which whilst in general declaring resale price maintenance clauses 
unenforceable would leave room for exceptions. This scheme might 
take the form of permitting manufacturers or distributors to make a 
case before the Restrictive Practices Court for an exemption of 
particular goods from the general prohibition. If this alternative were 
adopted it would be necessary for the Government to define criteria 
to guide the Court in considering these cases. This course lacks the 
clear-cut nature of that in (a) above, but has the advantage of a 
safety valve. The President of the Board of Trade has examined its 
implications and he has circulated a separate memorandum (C. (62) 61) 
to the Cabinet. 
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6. The length and complexity of the legislation are important factors to be 
taken into account. If we have to introduce legislation in the next Session to give 
effect to a decision to enter the European Economic Community, there will be little 
Parliamentary time available for other measures. And.if we fail to legislate on 
resale price maintenance next Session, we might find it difficult to fit in a Bill during 
the life-time of the present Parliament. The content of the legislative programme 
for the next Session is now being considered by the Future Legislation Committee 
and will in due course come before the Cabinet. 

7.	 I invite the Cabinet to decide whether: 

resale price maintenance should be declared unenforceable; 

there should be provision for exceptions ;' 

an announcement should be made by the President of the Board of Trade 

in the terms of the draft annexed; 
whatever decision is taken on the general principle, a White Paper should 

be published embodying as much of the report of the inquiry as is 
desirable. 

HA1LSHAM. 

Office of the Lord President of the Council 

and Minister for Science, S.W. 1, 


13th April, 1962. 


ANNEX 

DRAFT ANNOUNCEMENT 

Suggested Question 
To ask the President of the Board of Trade whether he has now completed 

his study of the results of the fact-finding enquiry into the practice of resale price 
maintenance recently completed by his Department; what conclusions he has 
reached as a result of that study; and whether he will make a statement. 

Suggested Answer 
Yes Sir. After carefully considering the material resulting from this enquiry I 

have come to the conclusion that this practice favours the continuance of 
inefficiencies in the system of distribution and hampers the spread of new 
techniques in the distributive trades without conferring substantial offsetting benefits 
on consumers or on the economy as a whole. The Government have therefore 
decided that the continuation of resale price maintenance is undesirable on the 
grounds that it is inconsistent with a modern competitive economy and in due 
course legislation to amend the existing law on the subject will be introduced. The 
broad effect of this legislation will be to make resale price maintenance illegal. In 
order to assist hon. Members in their consideration of this subject, I am to-day 
laying before Parliament, as a White Paper, a survey of the extent and effects of 
the practice and of the views which have been expressed to my Department in the 
course of the fact-finding enquiry. 

April 1962. 
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13th April, 1962 

CABINET 

INTERVENTION IN KUWAIT 

MEMORANDUM BY MINISTER OF DEFENCE 

During my recent visit to Bahrein I was very impressed with the continuing 
necessity for our forces there and in Aden to be at a high state of readiness and for 
the Commander-in-Chief, Middle East, to have as much authority as we can 
properly delegate to him to act swiftly on the advice of the Political Resident, 
Persian Gulf. Although communications between London and Bahrein have been 
improved, they are by no means certain when conditions are adverse. 

2. It is clear that the Iraqis have not lost their interest in Kuwait. Indeed 
while I was there they were carrying out photographic reconnaissance with MiG 
aircraft. If they press this form of surveillance our chances of carrying out 
successful interceptions will be slight. 

3. Since my return, the Chiefs of Staff have re-examined plans for re-entry 
into Kuwait and are also examining various proposals for keeping our forces there 
at a high degree of readiness. One difficult political problem has arisen. However 
much we can reinforce the air defence of the Bahrein area, it is clear that with the 
Iraqi introduction of advanced types of Russian MiG fighters and with the 
extremely short flying distance from the Basra/Shaiba to the Kuwait frontier, it 
will be impossible to guarantee a favourable air situation over Kuwait at the time 
of the introduction of airborne troops without an attack on Iraqi airfields in this 
area very soon after any Iraqi attack has been mounted. I am advised by the Chiefs 
of Staff that the Iraqi air force available to support such an attack on Kuwait is 
likely to be one jet light bomber squadron and two jet fighter squadrons. What I 
am now proposing is that we should delegate authority to the Commander-in-Chief 
to carry out the necessary attack on Iraqi airfields in this limited area in order to 
destroy Iraqi aircraft on the ground and thus ensure a favourable air situation 
over Kuwait in the early stages of any Iraqi aggression. Provided that 
communications were possible, the Commander-in-Chief would obviously seek 
confirmation of his authority for this, as for other action, from London. However, 
should communications fail, 1 think we should give him the authority to act subject 
to two important safeguards: 

(i) That the Amir must have formally requested assistance. 
(ii) That	 the Political Resident, Persian Gulf, must have concurred in this 

action. 
4. I therefore seek the approval of my colleagues to the extension of the 

Commander-in-Chiefs authority accordingly. I attach a copy of the revised 
directive to the Commander-in-Chief. 

H. W. 
Ministry of Defence, 


13th April, 1962. 
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REVISED DIRECTIVE TO THE COMMANDER-IN-CHIEF MIDDLE EAST 

Intervention in Kuwait 

Provided that the Amir has made a formal request for British forces to come 
to his assistance to prevent Iraqi forces from seizing Kuwait by military means, 
and provided that the Political Resident, Persian Gulf concurs that this request
should be met, the Commander-in-Chief Middle East is authorised at his discretion 
to take certain action as soon as he is satisfied that Iraqi Land forces have crossed 
the frontier or Iraqi Air Forces have attacked targets in Kuwait. The action to 
which this authority applies is limited to the following: 

id) Carrying out such attacks as are necessary to neutralise Iraqi offensive 
military aircraft on airfields in the Basra I Shaiba area to permit the 
successful delivery of the spearhead force. These attacks are to be 
restricted to rocket and cannon attacks only by DF/GA aircraft. 

(b)	 Carrying out offensive air action against Iraqi ground and air forces in 
and over Kuwait. This authority covers hot pursuit of Iraqi aircraft 
to a distance of 30 miles inside Iraqi territory. 

(c) Deploying	 forward to Kuwait DF/GA forces and any extra men to 
activate the stockpile and operate type T radar on more than one-watch 
basis together with ground forces to protect the airfields. 

id)	 Completing all necessary measures for intervention short of deploying 
his remaining forces in Kuwait. 

(e)	 Extending PR reconnaissance into Iraqi territory but this must be limited 
to high-altitude flights that do not penetrate beyond the Basra area. 

2. In the event of Iraqi aircraft attacking Sharjah, Bahrein or British forces 
at sea, the Commander-in-Chief is authorised at his own discretion to engage them 
and, if necessary, to pursue them as far as the Iraq border. In these circumstances 
air attacks on Iraqi airfields and other ground targets on Iraqi territory are not 
to be initiated without specific authority from London at the time. 

April	 1962. 
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. CABINET 


FAY OF SERVICE DOCTORS 


Memorandum by the Minister of Defengj 


In my memorandum of 6 t h April, 1 9 6 2 , to the Wages 
Committee I proposed a scheme of increased pay for doctors in the 
Services, estimated to cost £ 6 6 3 , 0 0 0 in 1 9 6 2 / 6 3 . I also set out 
the extreme urgency of a decision, particularly in the case of the 
Array. 
2. The position can he summarised by saying that if the Army 
cannot attract a substantial number of recruits from the next 
available crop of newly qualified doctors, who leave the schools 
in June, their medical services will be in danger of complete 
collapse. The only resort then would be to use the powers of the 
Army Reserve Act, 1 9 6 2 , a highly unpopular'decision which the 
Government are pledged to avoid if at all possible. 
3. The Wages Committee at their meeting on 1 1 t h April asked me 
to consider whether:

(a) An acceptable scheme could be devised at a cost of 

not more than £ 5 0 0 , 0 0 0 (i-.e., about the difference 

between the actual cost of the recent 'G-riggT 


increases and what they would cost if the full 

'Grigg' statistical increases had been applied). 


(b) The increases can be presented in such a way as not to 

appear as a straightforward pay increase. 


THE SCHEME 

h. It is essential that any proposals put forward for Service doctors 
should "be likely to be supported by the British Medical Association 
(3.M.Ao) when announced. Bearing in mind that even my original scheme 
foil far short of the kind of lead over their civilian counter-parts 
which the B.M .A. have been pressing upon us for Service doctors, I am 
quite sure we shall not get this support unless we can offer the 
young entrant a starting salary, if he is married, of around 
£ 2 , 0 0 0 a year. This part of my original scheme, therefore, must 
stand. But this means that the whole of the reduction of 
£ 1 6 0 , 0 0 0 proposed by the Wages Committee must be applied to.the 
senior ranks -from Major upwards, and I am satisfied that it is 
not possible to produce a suitably progressive scale of pay on 
such a basis. It would mean, for example, either than officers 
of the rank of Lieutenant-Colonel and Colonel would get at most 
increases of a shilling or two a day or no increase at all, 
according to how the scale was constructed: and this would not 
only seriously prejudice the proposals of securing adequate numbers 

- 1 



£ 

of Service medical officers, but also produce resentment in the 

senior ranks and increase the risk of premature retirement. 


5 e Given the premise that we must maintain the existing starting 

rate and the existing scale for early years of service it would be 

possible to produce a scheme which would include modest increases 

for senior ranks at a cost within a total of £ 5 7 5 , 0 0 0 for 1962/63. 

Although this would mean cutting the increases originally proposed 

for the middle ranks and might very well make short service 

medical officers less willing to accept permanent commissions, I 

would be prepared in the present difficult wages situation to 

accept it. 


PRESENTATION 


Go It would not be possible to pay the increases as a separate 
allowance on existing rates but they can be expressed as a lead 
over civilian pay, advocated by the B.M.A., and introduced in 
recognition of the special conditions of service, for example, 
frequent change of station, which the Service doctor must accept 
and which have no counterpart in civilian medical practice. This 
will clearly differentiate this particular scheme from any other 
pay negotiation inside or outside the National Health Service,, 
CONCLUSIONS 


7. Overall, the revised scheme outlined in paragraph 5 above 
represents a lead of about lb per cent as compared with 18-g- per cent 
under my original scheme and against a recommendation by the B . M . A . 
of 3 0 per cent. This scheme will clearly be less attractive to 
doctors but I hope that it will prove sufficiently acceptable to the 
BoMoA. to secure their co-operation in an intensive recruiting drive. 
8. Accordingly, I would ask my colleagues to agree to the 
proposals outlined in paragraph 5 a b o v e 7 

H.W. 


Ministry of Defence, S.W.I. 


1 3 t h April, 1 9 6 2 . 
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C A B I N E T 

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

MEMORANDUM BY THE CHANCELLOR OF THE EXCHEQUER 

I hesitate to trouble my colleagues with what may appear to be rather small 
points, but they involve the controversial subject of diplomatic immunity, and 
raise important questions of Revenue principle. 

2. A year ago a conference on diplomatic relations convened by the United 
Nations signed a convention at Vienna, and the convention (Cmnd. 1368) has now 
come forward for ratification. 

3. I would prefer that ratification should be subject to reservations on two 
points. 

4. The first question arises under Articles 34 and 36 of the convention. The 
wording of these Articles is ambiguous, and attempts by the United Kingdom 
Delegation at the conference to clarify the text were rejected, but the Foreign 
Office impression is that the intention of the conference was that the privileges 
in question should be granted. 

5. The point at issue is whether Diplomatic Missions and Diplomatic 
Representatives in this country should be allowed to obtain British goods which 
are normally subject to excise duty without payment of that duty, in the same 
way that they obtain foreign goods free of customs duty. A notable example is 
Scotch Whisky, but if the point were conceded the same question would arise on 
other goods, including beer and a wide range of goods liable to Purchase Tax. 

6. The considered view of Customs and Excise is that exemption from 
excise duties, which has never been granted to any persons or bodies in this 
country, would be a fundamental and dangerous breach of the control over the 
revenue from these duties. Such an exemption raises quite different issues from 
the traditional exemption from customs duties of foreign goods under diplomatic 
privilege, which is deeply rooted in history, and which is based on the concept of 
the envoy being free to receive goods from his home country without customs bar. 

7. The grant of a concession on excise duties would open the door wide 
to abuse, since disposal of Scotch Whisky and British manufactured cigarettes is 
easiest of all, and could make serious inroads into the revenue from excise duties 
and Purchase Tax. It would involve considerable administrative difficulties in 
application. A concession would not lead to any significant gain in foreign 
currency to offset the direct loss in duty, and the evasion of much more, which 
it would cause. 

8. A concession might, moreover, lead to pressure for a similar extension of 
the privileges allowed to international organisations and certain of their officials. 
No clear end can be seen to this since to give excise privileges now, which would 
be new and different in kind, would raise the whole issue of duty-free use in this 
country. 

C O N F I D E N T I A L 
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9. The grant of any such concession would necessitate legislation and is 
unlikely to be well received in Parliament where the feeling is that privilege, even 
if it has not gone too far, has gone far enough. 

10. The second point concerns a proposal that the private servants of 
members of a Diplomatic Mission should, if they are not nationals of or 
permanently resident in the receiving State, be exempt from taxes on the 
emoluments they receive by reason of their employment. This proposal is open 
to obvious objection. The private servants of the Head of a Diplomatic Mission 
receive this privilege here by virtue of the original Diplomatic Privileges Act of 
1708; and this treatment can be defended on the basis that the Embassy itself is 
regarded as foreign soil. It is going very much further to suggest that servants of 
other members of the Mission, paid not by the foreign Government but by these 
members, should enjoy immunity from taxation on their pay. There is no obvious 
reason why they should have this privilege, and if it is granted we shall be under 
constant pressure for similar concessions to be made to persons employed 
privately by the staffs of Commonwealth Missions, of Consulates and of 
international organisations. We all know how these privileges spread once they 
are granted. 

11. It would be necessary to legislate in order to give effect to the convention 
on this point, and I am not clear on what grounds the legislation could be justified, 
save that other countries took no objection to the proposal at Vienna. My own 
preference would be that our ratification should be subject to a reservation on 
this point. 

12. I realise that these two points are small matters in terms of revenue, but 
I am becoming increasingly concerned at the steady flow of demands for special 
tax treatment in the international field. There is considerable disquiet, particularly 
in Parliament, but also in the country generally, over the growing number of 
individuals who enjoy immunities of one kind or another in this country. 

13. While I recognise the difficulties with which the Foreign Secretary is 
faced, I believe that, quite apart from the revenue aspects, Parliament and public 
opinion would take the view that to enlarge the tax concessions granted in the 
diplomatic field at this juncture would be a step in the wrong direction. 

14. I would value the advice of my colleagues. 
S. L. 

Treasury Chambers, S.W. 1, 

2nd May, 1962. 
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CABINET 

THREAT OF DOCK STRIKE 

MEMORANDUM BY THE ATTORNEY GENERAL 

At their meeting on the 1st May, the Cabinet invited me to consider the legal 
implications of a proposal to use service manpower, in the event of - a national 
dock strike, 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 (C.C. (62) 29th Conclusions, Minute 1). 

2. The Admiralty, Army Council and the Air Council may by order authorise 
the employment of officers and men of Her Majesty's Forces in agricultural work 
or such other work as may be approved in accordance with instructions issued by 
the Admiralty, the Army Council or the Air Council as being urgent work of 
national importance. (The Emergency Laws (Repeal) Act, 1959 S.2 and 2nd 
Schedule Part C.) The Admiralty, Army Council and Air Council are entitled to 
regard the employment of troops for loading vessels as of urgent national 
importance, and if they do, provided that the necessary instructions and orders 
are given, there can be no doubt that the employment of troops on such work is 
lawful. 

3. Troops can, under the provisions of the Emergency Laws (Repeal) Act, 
1959, be so employed and employed on unloading without any Proclamation 
under the Emergency Powers Act, 1920. But a Proclamation will be necessary 
in order to enable Regulations to be made to provide for billeting. 

4. I have considered the draft Regulations prepared in 1958. Bearing in 
mind that the Regulations only continue in force for seven days unless a Resolution 
is passed by both Houses providing for their continuance, it is obviously desirable 
to avoid a series of parliamentary debates by making all the Regulations that may 
be required at the same time. 

5. I feel, however, that I should draw attention to Regulation 2 which 
provides for the suspension of the Dock Labour Scheme and the employment of 
what would be called " scab labour ". Such employment would not take place 
without the authority of the Minister of Transport but I draw attention to this 
as taking power to employ such labour may perhaps be regarded as likely to have 
repercussions extending beyond the docks. 

R. E. M.-B. 

Law Officers' Department, W.C. 2, 
7th May, 1962. 
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CABINET 

NATIONAL THEATRE 

MEMORANDUM BY THE CHANCELLOR OF THE EXCHEQUER AND THE CHIEF SECRETARY 
TO THE TREASURY AND PAYMASTER GENERAL 

On 5th April the Cabinet invited the Chief Secretary, Treasury, to suggest 
to the Chairman of the Joint Council for the National Theatre that the CouhciFs 
scheme should now be published so that it could be submitted formally to the 
Arts Council for their advice (C.C. (62) 26th Conclusions, Minute 6). 

2. The Joint CounciFs scheme was published on 17th April. A copy is 
attached to this memorandum. On the same day the London County Council 
(L.C.C.) had agreed in principle to make available two separate sites on the 
South Bank for the National Theatre and the Opera House, and had indicated 
that they would be prepared to make an annual subvention of £100,000 towards 
running costs (inclusive of their existing subsidy of £45,000 a year to Sadler's Wells) 
in addition to providing up to £1-3 million towards the capital cost. Also on 
17th April the Chief Secretary stated in reply to a written Question that the 
Government would take a decision on the Joint CouneiFs proposals when they 
had received the advice of the Arts Council, to whom they were referring them. 

3. The Arts Council have now given their advice on the Joint CounciFs 
scheme and, as expected, it is favourable. The Council " welcome the scheme put 
forward by the Joint Council of the National Theatre, which appears to them to 
be soundly based, and they unhesitatingly recommend its acceptance in its entirety." 
We need not trouble our colleagues with the CounciFs detailed comments on 
particular aspects of the scheme. 

4. The Joint CounciFs scheme has not encountered serious criticism from any 
quarter, including Stratford-on-Avon. 

5. The way is thus clear for the Government to take a firm decision in 
principle on the Joint OounciFs scheme, and indeed a decision can hardly now be 
delayed. We recommend that the Government should announce their acceptance 
of the scheme submitted by the Joint Council and endorsed by the Arts Council, 
and their intention to arrange for the implementation of it to begin. 

6. The first step towards the establishment of the National Theatre will be to 
set up the National Theatre Board, whose first members are to be appointed by the 
Chancellor of the Exchequer in consultation with the L.C.C. It is proposed, 
subject to the agreement of the L.C.C., to invite Lord Chandos to become the first 
Chairman and to seek his advice on the composition of the rest of the Board. The 
first action of this Board, when appointed, will be to select the first Artistic Director 
and the first General Administrator of the National Theatre. 

7. It will be very desirable that the erection of the National Theatre and the 
new Opera House on the South Bank should be planned and carried through by 
a single body, which would also have the responsibility of deciding how much of 
the total money available should be spent on the National Theatre building and 
how much on the Opera House. We have in mind that this important task might 
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be entrusted to a specially-created South Bank Theatre Board consisting probably 
of two representatives each of the Chancellor of the Exchequer, the L.C.C., the 
National Theatre Board and the Board of Sadler's Wells, under the chairmanship 
of Lord Cottesloe, the Chairman of the Arts Council. Informal soundings suggest 
that a body so composed would be likely to be acceptable to the L.C.C. and the 
other parties concerned, but the plan has still to be worked out in detail. 

8. We invite the Cabinet to agree that the Chief Secretary should now (a)
inform Parliament that the Government, in the light Of the advice they have 
received from the Arts Council, accept in principle the Joint Council's scheme for 
the National Theatre and Sadler's Wells and intend to arrange for its implementation 
to begin, and (b) proceed with the appointment both of a National Theatre Board, 
under Lord Chandos's chairmanship, and of a South Bank Theatre Board on the 
basis outlined above. 

S. L. 
H. B. 

Treasury Chambers, S.W. 1, 


8th May, 1962. 




ANNEX TO C. (62) 67 

SCHEME FOR THE NATIONAL THEATRE AND SADLER'S WELLS 

Proposed by the Joint Council of the National Theatre 

The scheme provides for an amphitheatre auditorium for drama to be built 
on the South Bank as the National Theatre on a site large enough to provide 
room for a proscenium auditorium to be added to it at a later date. An opera 
house, to replace the Sadler's Wells Theatre in Rosebery Avenue, would be built 
on a separate site on the South Bank, to be provided by the London County 
Council. 

2. The Old Vic Theatre in Waterloo Road would provide the proscenium 
stage of the National Theatre until replaced in due course by a new proscenium 
auditorium on the National Theatre site on the South Bank. 

3. The Old Vic Company and the Old Vic Trust would be wound up. A 
new National Theatre Company would be created which would absorb, not be 
formed from, the existing Old Vic Company. 

4. A National Theatre Board would be formed to run the new National 
Theatre Company. The first members of this Board would be appointed by the 
Chancellor of the Exchequer in consultation with the London County Council. 

5. The National Theatre Board would appoint both an Artistic Director 
and a General Administrator of the National Theatre Company. 

6. The two National Theatre auditoria (i.e., the new amphitheatre auditorium 
on the South Bank and the proscenium auditorium, at first in Waterloo Road and 
later on the South Bank) should be able to be made available for use from time to 
time by other Companies, including distinguished foreign Companies. 

7. Sadler's Wells would run its Opera Companies as an organisation entirely 
separate from the National Theatre. 

8. The Royal Shakespeare Theatre, Stratford-on-Avon, would remain 
artistically and financially independent of the National Theatre. Machinery would 
be set up, by agreement between the National Theatre and the Royal Shakespeare 
Theatre, to co-ordinate the programmes, etc., of the two bodies. 

9. For the financing of the scheme the following funds would be available: 
(a)	 up to £1 million from Her Majesty's Government under the National 

Theatre Act, 1949; 
(b) up to £1-3 million from the London County Council; 
(c) the proceeds of sale of Sadler's Wells Theatre in Rosebery Avenue, subject 

to the approval of the Charity Commissioners. 

10. The Joint Council have been informed by Her Majesty's Government
and accept-that with the withdrawal from the scheme of Stratford (whose needs 
for financial assistance thus become a matter for separate consideration) the ceiling 
figure for annual Government subvention for headquarters expenditure for the 
National Theatre and the new Sadler's Wells under the scheme, if approved, would 
be £300,000. This Government subvention would be supplemented by a grant 
from the London County Council. 

17th April, 1962. 
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C A B I N E T 


A I D T O U N D E R - D E V E L O P E D C O U N T R I E S 


M e m o r a n d u m by the Chancellor of the Exchequer 


Introduction 


Forecasts of aid expenditure over the next few years are n o w being 


prepared and are to be submitted in due course by the official C o m m i t t e e 


on Development Folicy. But this will take s o m e weeks, and meanwhile 


decisions will be required on at least two proposals for n e w aid c o m m i t 
ments, to Egypt and to Nigeria, w h o s e Finance Minister is about to arrive 


in London^ I have therefore felt it desirable, without anticipating the n e w 


forecasts, to set out in this m e m o r a n d u m the position about the current 


level of our aid expenditure, and to mention s o m e other potential n e w 


aid c o m m i t m e n t s , so that this information can be taken into account in 


considering any particular proposals in this field which c o m e forward in 


the immediate future. 


The Current Level of Aid 


2. G o v e r n m e n t expenditure on economic and technical assistance to 


under-developed countries (both bilateral and through multilateral agencies) 


has risen in each of the last five years and has m o r e than doubled in this 


period. A further increase is expected in the current year under existing 


commitments. The figures are as follows:

£ million 


7 6
1956 - 57


 8 3
1957 - 58


 1 1
 0
1958 - 59


 1 3
 1
1959 - 60


 1 5
 2
I960 - 61


 1 6
 0
1961 - 62 (provisional)


 1 8
 3
1962 - 63 (estimate)




3. In the m e m o r a n d u m on the E c o n o m i c Situation which I 
circulated on 29th June, 1961, (C. (61) 89, paragraph 11), I proposed that 
aid expenditure should be held to £180 million a year. I explained that 
"on paper, existing c o m m i t m e n t s will result in expenditure of over 
£180 million both this year and next; but I believe that this excess could 
be avoided by taking advantage of possible savings which m a y arise". 
In the event, this objective was achieved for 1961-62 with something to 
spare, but only because s o m e of the recipients of our aid d r e w 
exceptionally slowly on s u m s available to them. In particular, the 
Government of India d r e w only £17 million instead of £25 million 
because, although they rapidly used up the loans available to finance 
their general imports f r o m the United Kingdom, there were delays in 
the projects for which certain other loans were earmarked; while the 
International Development Association used less than £1 million out of 
our annual subscription of £9 million, again because the projects 
which they are financing take time to gather m o m e n t u m , and w e are 
n o w holding altogether £16 million on call for the Association, apart 
from the further payment of £9 million which w e will be making this 
year. 


4. . The figure of £183 million for the current year comprises the 


budgetary provision which has been m a d e both above the line in 


Departmental Estimates (£89 million) and below-the-line (£85 million) 


in respect of Exchequer loans to the Colonies, "Section 3" loans by 


the Export Credits Guarantee Department and issues to the Colonial 


Development Corporation, together with £9 million in respect of this 


year's subscription to the International Development Association. 


This a s s u m e s that the Association will neither fall further into arrears 


in using our subscription nor catch up on the existing arrears. A 


similar assumption has been m a d e about the rate at which India will 


m a k e use of the loans available to her. Thus, leaving aside the 


question of n e w c o m m i t m e n t s , the estimate of £183 million m u s t be 


regarded as subject to s o m e variation in either direction, but there is 


obviously a distinct possibility of an excess over the figure of 


£180 million a year which w e have had in mind. 


Future Commitmejitjs 


5. What I have written above shows that this is a field in which it 


is particularly difficult to m a k e precise forecasts of the out-turn of 


expenditure in a particular year, especially where aid is committed 


for projects requiring several years for completion. But s u m s 


unspent in one year represent liabilities carried over into subsequent 


years, and a rising level of c o m m i t m e n t s entails a rising level of 


expenditure. The level of our aid expenditure over the next few years 


is already to a substantial extent determined by c o m m i t m e n t s already 


incurred, such as the independence settlements for Uganda and 


Tanganyika, or the undertakings given to India and Fakistan, or by the 


moral c o m m i t m e n t to continue the assistance which w e provide f r o m 


year to year for the Colonies and towards various United Nations 


p r o g r a m m e s . Attached to this m e m o r a n d u m is an annex listing a 


number of requests or proposals for n e w aid c o m m i t m e n t s , over and 


above our existing obligations or our n o r m a l continuing p r o g r a m m e . 
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These are all items to which specific consideration is being given n o w 


or will have to be given in the period ahead; the list excludes various 


m o r e speculative items, or proposals which w e are in any event 


determined to resist - such as the proposal for a n e w United Nations 


Capital Development F u n d - though sooner or later events m a y force 


s o m e of these other items upon our attention, 


6. N e w c o m m i t m e n t s of this kind would obviously tend to increase 
our aid expenditure in future years. In s o m e cases, such as the 
Indus Basin Development Fund, an addition to this year's expenditure 
would be involved. In s o m e instances there is no problem of principle 
to be resolved - for instance it is accepted that, if w e join the 
European E c o n o m i c C o m m u n i t y , w e will have to contribute to its 
Overseas Development Fund as well as to its other institutions, such 
as the European Investment B a n k - but the question of amount is for 
negotiation. In general, however, it is clear that only a continued 
policy of stringency in this field can prevent a further and very 
substantial increase in our annual aid expenditure. M o r e o v e r , a 
relaxation of this policy in one case is bound to m a k e it very difficult 
to apply it in others. F o r instance, if w e take a lenient attitude 
towards the request f r o m Egypt, this would m a k e it that m u c h the 
m o r e difficult to adopt a negative attitude towards the claims of 
Turkey and Iran. 

S  . Li . 

Treasury C h a m b e r s , S, W . 1. 


Sth M a y , 1962. 




A N N E X 


A. M U L T I L A T E R A L I N S T I T U T I O N S 


(i) Overseas Development Fund of the European Econonaic 


C o m m u n ity 


If the F u n d is continued at its present level, and w e contribute 


the s a m e amount as France and G e r m a n y , the United K i n g d o m contribu 


tion will be about £70 million over five years. A n increased level of 


contributions m a y be proposed, 


(ii) International Development Association 


The President of the International B a n k for Reconstruction and 


Development, M r . Black, is campaigning for an increase in the 


Association^ initial resources. This is likely to c o m e to the fore 


at the Annual Meeting in Washington in September. O u r present 


subscription is £47 million over the five years 1960-1964. 


(iii) United Nations Special Fund and Expanded P r o g r a m m e of 


Technical Assistance 


T h e Managing Director of the United Nations Special Fund, 


M r . Paul Hoffman, has asked for an increase in the United Kingdom's 


annual contribution from $8 million to $12 million a year. 


(*v) Iudus Basin Development F u n d 


O u r existing c o m m i t m e n t is £21 million, which w a s to be spread 
over ten years. W e are likely to have both to accelerate payment of 
this amount (which m a y involve a Supplementary Estimate of over 
£2jr million this year) and to m a k e an additional contribution of at 
least SJ million (and possibly a good deal m o r e ) towards the 
increased cost of the scheme. 

(v) European Fund 


The United States authorities have proposed that the funds 


available for short-term balance of payments support under the 


European Monetary A g r e e m e n t should be called up and applied for 


long-term development lending to countries such as Turkey and 


Greece. If adopted, this proposal would involve about £19 million 


f r o m the United K i n g d o m over a period of years. 


B .	 C O M M O N W E A L T H A N D C O L O N I A L 


T E R R I T O R I E S 


(i) India 


India and the United States are pressing us for an immediate 

additional c o m m i t m e n t of up to £17 million in the Indian consortium. 

( W e have committed £ 9 0 million in the first two years of the Five-

Year Plan, and intend to raise this to £125 million over the whole 

period. ) 




(ii) ̂ Pakistan 


Pakistan and the United States have m a d e repeated representa
tions for a major increase in our c o m m i t m e n t s in the Pakistan 

consortium (£25 million for the whole Five-Year Plan). 


(iii) Nigeria 


The Nigerian G o v e r n m e n t are reported to hope for £ 5 0 million 


over six years f r o m the United Kingdom. 


(iv) Kenya 


A proposal has been put to the Treasury for an increase of 


£29 million (making £ 4 2 million in all) in the amount to be spent on 


transferring land f r o m white settlers to Africans and settling the 


Africans on ii. This c o m e s in advance of the independence settle
m e n t for Kenya, which remains for negotiation, 


(v) Central Africa 


T h e Finance Minister of the Federation of Rhodesia and 


Nyasaland m a y seek a further loan at the end of 1962. A further 


worsening of the financial problem arising in Central Africa cannot 


be ruled out. 


(vi) British Honduras 


It has been agreed to offer £ 4 million over four years for 


reconstruction. This m a y entail extra expenditure in the current 
year. 

C. F O R E I G N C O U N T R I E S 

W e have been asked for a ten-year loan of $30 million, pending 


arrangements for long-term development finance. 


(ii) Turkey 


Turkey's development needs for 1963 and 1964 have been 


examined by a North Atlantic Alliance Mission. A Development 


Plan, 1963-67, will be ready in the s u m m e r and the question of 


finance for it will soon be considered in the Organisation for 


E c o n o m i c Co-operation and Development (O. E. C. D . ). W e v/ill 


be under strong pressure to contribute. (A s o m e w h a t similar 


position m a y develop on Greece. ) 




SO 


(iii) Iran 


W e have said that w e will consider whether w e could join a 


consortium for Iran, if one is f o r m e d by the International Bank, and 


that w e will consider whether there is anything else which w e could 


do to help. 


(iv) Latin A m e r i c a 


T h e TJnited States authorities have m a d e a n u m b e r of representa
tions about the need for aid for Latin A m e r i c a . O n e of the countries 


which they would like us to help is Colombia, and a Colombian 


E c o n o m i c Mission is n o w visiting Europe seeking short-term credits. 


(v) ^Thailand 


At the request of the United States, a discussion of Thailand's 


needs has been arranged in the Development AssistanceCommittee of 


O. E.C.D.. 


(v*) Vietnam 


T h e United States authorities are likely to promote a similar 


discussion of Vietnam's needs, but outside the O.  E  C . D . f r a m e w o r k , 
4


for political reasons. 
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(iii) Iran 


W e have said that w e will consider whether w e could join a 

consortium for Iran, if one is f o r m e d by the International Bank, and 

that w e will consider whether there is anything else which w e could 

do to help. 


(iv) Latin A m e r i c a 


The United States authorities have m a d e a n u m b e r of representa
tions about the need for aid for Latin A m e r i c a . O n e of the countries 


which they would like us to help is Colombia, and a Colombian 


E c o n o m i c Mission is n o w visiting Europe seeking short-term credits, 


( v ) T h a i l a n d 

At the request of the United States, a discussion of Thailand's 


needs has been arranged in the Development Assistance Committee of 


O . E . C . D , 


(vi) Vietnam 


The United States authorities are likely to p r o m o t e a similar 


discussion of Vietnam's needs, but outside the O. E* C , D , framework, 


for political reasons. 
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CABINET 

A W A R D S T O S T U D E N T S 


MEMORANDUM BY THE CHIEF SECRETARY TO THE TREASURY AND 


PAYMASTER GENERAL 


I feel I must ask for consideration by the Cabinet of certain proposals by the 
Lord President and the Education Ministers for an increase in the awards to 
students at universities, Colleges of Advanced Technology, teacher training 
colleges, etc. These were discussed at the Education Policy Committee on 
3rd May, and at the Committee's request a subsequent discussion took place 
between the Lord President, the Minister of Education and myself. The financial 
effect of the recommendations made by the Lord President and the Education 
Ministers is described below, and a summary of the financial provision for the 
universities as a whole is in the Annex to this paper. 

2. Undergraduate Awards.—The cost to public funds of awards to under
graduates and those on comparable higher education courses is £39-3 million in 
the academic year 1962-63, and it is proposed to make increases which would 
raise this by £6-6 million. This, I understand, represents the cost (0-4 million) 
of bringing up the rates of award in Scotland to the existing levels in England and 
Wales, and then applying to all awards an average increase of something over 
15 per cent. 

3. Postgraduate Awards.—The awards for postgraduate studentships now 
total nearly £1-9 million. The cost of the proposals has been worked out by the 
Lord President and the Education Ministers in terms of the additional cost in 
the financial year 1962-63, which will only contain some of the grant instalments 
at any new rate. Relating the cost to a full academic year, as has been done with 
the undergraduate awards, the proposed increases of 17^ per cent.-25 per cent, 
would cost over £0 - 3 million. 

4. The proposals result from a review by the Standing Advisory Committee 
on Grants to Students, which was asked last year to review the rates of maintenance 
grants, which had not been reviewed since 1958. For undergraduates, the 
Committee's proposals would have increased the cost by 28 per cent. Part of the 
increase is justified by the increase in prices since 1958 of the items in students' 
budgets (ascertained at 14 per cent.), and part on the ground of other improvements, 
notably a levelling of Redbrick to Oxford and Cambridge standards, and other 
institutions of higher education to the standard of the universities. The 
Education Ministers' proposal, a 15 per cent, increase (about half the Committee's 
recommendation), does not in itself seem unreasonable in relation to the previous 
background of policy on this matter. The proposals for postgraduate awards 
(representing average increases of 17-1- per cent, by Research Councils and 25 per 
cent, by Education Departments) appear more generous, giving, for example, 
increases of 32 per cent, for Redbrick students, but I understand that the Lord 
President is satisfied that they are fully justified. 

5. For my part I am not disposed to quarrel with these proposals in detail, 
as a development of past policy. If it is deliberately decided as a matter of social 
policy, without calculating the ultimate total cost, that all students should be 
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given grants subject only to a specified qualification and a parental means test 
which now affects only high-income parents: that the real value of these grants 
should be maintained: that there should be a rapid levelling-up to Oxford and 
Cambridge standards of awards at other universities and within the whole of 
full-time higher education; and that we should do this regardless of the rate of 
expansion of the number of students or the other costs involved in the growth 
of higher education: then I cannot fault the figures. 

6. But I must tell my colleagues, from the point of view of my responsibilities 
both for universities and for public expenditure, that this seems to me to be 
leading us into inconsistencies and wrong priorities. 

7. First, the decisions in November 1960 on the Report of the Committee on 
Grants to Students under the Chairmanship of Sir Colin Anderson (Cmnd. 1051), 
increased the cost of university awards to public funds by over one-third. In 
1961-62 this cost was £25 million (compared with the pre-Anderson basis of 
£18^ million), double the 1956-57 figure of £12-7 million. The plain fact is that 
this gives us a grant system more comprehensive and generous than any other in 
the Western world. 93 per cent, of university students in England and Wales, and 
more in Scotland, receive grants. In France, Germany and Holland only about 
one-quarter of students get awards at all following a means test, some by way of 
grant and some by way of loan. In Sweden, most students live partly on grants 
but more usually on loans. In the United States the overwhelming majority live 
on their earnings and parental resources, though grants are increasing. Even at 
present scales I do not find it easy to believe that any material number of our 
students is in serious hardship, though I fully agree that some do not find things 
easy. 

8. Secondly, the Government have had to take difficult decisions on university 
policy, which have involved us in much controversy. This has turned on the 
quinquennial grants, on the universities' capital programme, and on university 
teachers' pay. The additional cost to public funds of the proposed awards for 
university students rises to about £4 million a year. Had I felt that such additional 
sums could be allocated to the quinquennial grants, I think I could have produced 
a rate of increase which the University Grants Committee would have willingly 
accepted and publicly endorsed as adequate for the university expansion. The 
sum of £4 million a year applied to salaries would have been equivalent to a 
university salary increase of 12 per cent., as compared with the 3 per cent, 
authorised. The extra amounts sought by the universities for university building 
are of a smaller magnitude than £4 million a year. Will this appear, and is it in 
fact, a sensible set of Government priorities in university policy, to allocate an extra 
£4 million a year to the least urgent need? 

9. Thirdly, every decision that we take on student awards is inevitably 
multiplied as the numbers in higher education grow. The more successful we 
are in expanding higher education and the better the services we provide, the bigger 
will these bills become. The growth to 150,000 university students by 1966-67 
already involves an increase in awards from £25 million in 1961-62 to £35 million, 
which would be increased to £39 million by these proposals. If we accept this, 
we shall be that much less able to accept the further claims for Exchequer money 
which the universities will undoubtedly be making on us, and our policy of 
expanding higher education will be that much more difficult to carry out. 

10. In short, it seems to me that these proposals, however automatically 
they flow from earlier principles and procedures, do not make sense within the 
whole picture of higher education policy. They would indeed pi £ice me in 3. very 
difficult position vis-a-vis the universities. 

11. I can equally see that the Lord President and the Education Ministers 
would be in a very difficult position if nothing was done. The best suggestion I 
can make is that the increase they propose should be accepted but that they should 
be implemented over a period of three academic years, in three equal instalments. 

H. B. 

Treasury Chambers, S.W.1, 

10th May, 1962. 




ANNEX 

UNIVERSITY FINANCE 

Recurrent grants 
Non-recurrent 
Student awards . 

1956-57 
£ million 

28 
9 

13 

1961-62
£ million

51
28
25*

 1966-67 
 £ million 

 78 (including rates) 
 Over 40 
 35t 

50 104 153 

* Pre-Anderson (see paragraph 7) £18£ million, 
t With present proposals £39 million. 

Number of students 90,000 111,000 150,000 
Award per student £145 £167 

With Anderson . £223 £233 
Present proposals £260 
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CABINET 


CHINESE REPRESENTATION IN COMPETENT UNITED NATIONS 

ORGANISATIONS 


MEMORANDUM BY THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 

" Competent " organisations are those which have the right and ability to 
determine their own membership. "Non-competent" organisations take their 
membership from their parent body. Although there is no definite agreement as 
to which are competent and which not, the attached list at Annex A seems generally 
accepted. 

2. Since the United Kingdom voted at the last General Assembly in favour 
of seating Communist China there, we ought logically to support any attempt to 
seat the Communists in other competent United Nations Organisations. Public 
and Parliamentary opinion would probably expect this. Moreover, some of the 
organisations, such as the World Health Organisation, take decisions requiring 
action which the Nationalists could obviously not take in mainland China. 

3. But I have received strong personal representations from Mr. Rusk, the 
United States Secretary of State, that, so long as the Communists are not seated 
in the General Assembly, we should help to exclude them from any Specialised 
Agencies and other organs of the United Nations. There are arguments in favour 
of doing this. It would, for instance, be awkward if the Chinese seat were held 
in some United Nations Organisations by the Nationalists and the Communists 
in others. Moreover, the General Assembly passed a resolution in 1950 (for which 
the United Kingdom did not vote) to the effect that the attitude adopted by the 
General Assembly towards the representation of a member State should be taken 
into account in other organs of the United Nations and in the Specialised Agencies. 
The main reason, however, for the United States attitude is domestic politics, 
though in point of fact the Chinese Communist Government would not accept a 
seat in other organs of the United Nations so long as they were excluded from 
the General Assembly. 

4. Mr. Rusk's suggestion is that if this problem arose, we should support 
in the United Nations body concerned a resolution in the following terms: 

" Recalling the recommendation of the fifth General Assembly of the 
United Nations of 14th December, 1950, that the attitude adopted by the 
General Assembly regarding the representation of a member State should 
be taken into account in other organs of the United Nations and in the 
specialised agencies; 

Recalling the action which the sixteenth General Assembly of the United 
Nations took on 15th December, 1961, regarding the representation of China: 

Decides to take no action on any proposal to change the representation 
of China at this session." 
5. I think that we can support such a resolution; but we should have to 

make it clear that we were not denying the right of the organisation concerned 
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to decide its own membership, but were merely agreeing that it should exercise 
its competence in this case by deciding not to change its present composition. 
We should also have to say that we had not changed our belief that the Communist 
Government ought to be admitted to the United Nations; and that we were voting 
as we did out of deference to the wishes of the majority of members and in order 
to prevent Communist China getting into the United Nations through the back 
door. The sort of speech that our delegate could make is attached at Annex B. 
I have shown it to Mr. Rusk and told him it was the kind of thing I thought we 
could do provided my colleagues agreed. 

6. I hope that the Cabinet will authorise me to tell Mr. Rusk that Her 
Majesty's Government will support such a resolution in appropriate cases provided 
our attitude to the seating of Communist China is made clear in an explanatory 
speech. 

H. 

Foreign Office, S.W. 1, 

10th May, 1962. 




ANNEX A 
*-

MEETINGS OF INTERNATIONAL BODIES AND INTERNATIONAL 
CONFERENCES WHICH ARE EITHER "COMPETENT" OR 
"NON-COMPETENT" TO DECIDE ON QUESTIONS OF CHINESE 
REPRESENTATION 

A.—" Competent " Bodies 
The United Nations General Assembly 
The United Nations Security Council 
The United Nations Trusteeship Council 
The United Nations Economic and Social Council 
The General Conference of the International Labour Organisation 
The Conference of the Food and Agriculture Organisation (FAO) 
The General Conference of the United Nations Educational, Scientific and 

Cultural Organisation (UNESCO) 
The Board of Governors of the International Bank for Reconstruction and 

Development and the International Monetary Fund 
The Administrative Council and the Plenipotentiary Conferences of the 

International Telecommunication Union (ITU) (the Council is regarded 
as competent, because Conferences meet only once in seven years) 

The Congress of the Universal Postal Union 
The Assembly of the World Health Organisation (WHO) 
The Conference of the World Meteorological Organisation 
The Assembly of the International Civil Aviation Organisation (ICAO) 
The Assembly of the International Maritime Consultative Organisation 
The International Atomic Energy Authority 

B.—" Non-Competent " Bodies 
Security Council bodies—e.g., the Disarmament Commission 
General Assembly bodies—e.g., the International Committee, the Advisory 

Committee on Administrative and Budgetary Questions, the United 
Nations Commission for the Unification and Reconstruction of Korea, 
the International Law Commission 

Economic and Social Council bodies—e.g., the Regional Economic Commissions 
including the Economic Commission for Asia and the Far East (ECAFE), 
the Functional Commissions and sub-commissions 

The Executive bodies of the Specialised Agencies—e.g., the Councils of FAO 
and ICAO, the Executive Boards of WHO and UNESCO (but not the 
Administrative Council of the ITU—see A above) 

Subsidiary bodies of the Specialised Agencies—e.g., the International Telegraph 
Consultative Committee 

Inter-Governmental Conferences convened by one of the above-mentioned 
bodies—e.g., the ECAFE Conference on Trade Promotion 

The Executive Board of the International Children's Emergency Fund 
The Governing Council of the Special Fund. 

May 1962. 



ANNEX B 


DRAFT FOR THE UNITED KINGDOM DELEGATION 


" The United Kingdom delegation have great difficulty over this resolution. 
In our view this organisation is competent to decide its own membership. 
Competence involves the duty as well as the ability to decide a question of this 
kind on its own merits and without reference to what may have happened in other 
organisations. Moreover the United Kingdom did not vote for Resolution 396 
at the Fifth Session of the General Assembly and still do not agree with it. 

2. The view of my delegation is that the Government of the People's Republic 
of China, which is the Government of China, should be seated in other United 
Nations organisations as it should be seated in the General Assembly. The General 
Assembly, after years of avoiding the issue by means of the moratorium, had the 
courage last December to put the matter of Chinese representation to debate and 
to vote. We think that this was a proper and a sensible step and that it would be 
the right course to take in this organisation also. 

3. It is clear, however, that the views of my delegation are strongly contested 
by others. It is clear also that our objective, which is to seek a solution as just as 
possible in the vexed circumstances which have surrounded this issue for so many 
years, will not -be achieved by procedural wrangles in other United Nations 
organisations. Furthermore, the Government of the Peopled Republic of China 
themselves have indicated that they would scorn participation in the activities of 
the Specialised Agencies and other organisations of the United Nations while they 
are denied a seat in the main organisation. It therefore appears to my delegation 
that our efforts should be centred upon a settlement in the General Assembly. We 
believe that it is there, through a more reasonable and sensible attitude by the 
protagonists of both sides, that the problem must be settled. We think indeed 
that we may dilute and weaken our efforts to this end if we force the issue here. 
My delegation therefore supports the resolution ". 

May 1962, 
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15th M a y , 1962 


C A B I N E T 


G R A N T S T O S T U D E N T S 


M y reasons for asking m  y colleagues to accept the proposals 


m a d e by the Lord President, the Secretary of State for Scotland and 


myself and reproduced here in the A n n e x were:

(i) The Lord President of the Council, the Secretary of State 


for Scotland and I appointed the Standing Advisory C o m m i t t e e on 


A w a r d s to Students (the Hill Committee) to m a k e an objective survey 


of the whole field of student grants. 


(ii) The C o m m i t t e e have m a d e this objective survey and their 


conclusion is:

(a)	 That there should be parity of treatment between 


university, advanced technical college and 


teacher training students. 


(b)	 That the standard grants should be increased by 


ahout 20 per cent f r o m next October. 


(iii) Parity is manifestly just and is pressed on both sides of the 

House. 


(iv) O n grants the Committee acted responsibly and their proposals 

were not unreasonable; four years have elapsed since the last 

review. 


(v) Nevertheless, our economic situation d e m a n d e d a m o s t search
ing examination of the Committee's proposals; our revised proposals 
involve increases in the basic rate of grant of 10 per cent to 14 per cent, 
or roughly Zj per cent to 3/ per cent per a n n u m since the last review. 

(v;l) Increases of this order, plus the cost of applying the rates to 
students on comparable courses, would increase the total bill on 
awards in England and Wales in a full year by 15 per cent, and a little 
m o r e including Scotland. 

(vii) E v e n if these revised proposals are n o w agreed by m y 


colleagues they lead to strong protest f r o m the student body which the 


dons will support. I think, but a m not too hopeful, that w e might 
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succeed in presenting t h e m to the Hill Committee as being modelled 


upon, and not a complete rejection of, their Report. But the resigna
tion of s o m e or all the m e m b e r s is a possibility. 


(viii) Comparison with salaries, even of university staff, is not 


valid. A student's grant is based on a limited range of essential 


expenses. If comparison is to be m a d e , however, it m u s t be 


r e m e m b e r e d that: 

(a)	 University staff had a rise of about 13 per cent 


f r o m January, I960. 


(b)	 The 3 per cent award f r o m April, 1962, has been 


c o m m u t e d to provide a rise of about £100, or 


m o r e than 10 per cent, for the lowest paid 


lecturers. This c o m p a r e s with the proposed 


average increase for students of £35. 


(c)	 University staffs have been promised further 


consideration of their salary claim next year, 


whereas the student grants do not c o m e into 


force until next October and would, in the 


n o r m a l way, be expected to remain in force 


for perhaps three years. 


D . E . 


Ministry of Education, W . 1. 


15th M a y , 1962. 
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C O N F I D E NTS A L 

A N N E X 


P R O P O S A L S M A D E B Y T H E L O R D P R E S I D E N T , O Q l j E 

C O U N C I L A N D T H E E D U G A T I O N M I N I S T E R S T O T H E 


C O M M I T T E E O N E D U C A T I O N P O L I C Y 


1. The Standing Advisory Committee on Grants to Students 


r e c o m m e n d e d : 

(a)	 The, r e m o v a l of differences in the rates for students at 


further education colleges and training colleges in order 


to ensure parity of treatment with university students. 


W e support this. It accords with the recommendations of the Anderson 


C o m m i t t e e and with Ministerial statements during the passage of the 


Education Bill in Parliament and elsewhere. 

:) : /' : ' - !	 ' . ' ' . ' - .- : \ - ' ' / ' 

:/- ' ...	  . " ; ''  " : ' ."' , , ; ' : ' . " v \ 

(b)	 A maintenance allowance during the vacation in place of 


the present "contribution" towards vacation expenses. 


W e reject this. It is costly and unlikely to achieve the Committee's aim 


of discouraging students f r o m working in the vacation. Instead w e would 


raise the vacation allowance f r o m £25 to £30. 


(c)	 A general increase in the existing maintenance grants. 


The C o m m i t t e e r e c o m m e n d e d increases up to, and in s o m e cases 


exceeding, 20 per cent. Their proposals w e r e based on careful 


examination of existing charges and can hardly be faulted. Nevertheless 


in view of the need for e c o n o m y and the total cost of the proposals w e do 


not feel able to accept a basic increase of m o r e than ten per cent, 


(rising exceptionally to 13 or 14 per cent in cases markedly out of line) 


even though on a strict examination of rises in subsistence costs a 


greater increase would be justified. In the four years since the last 


review, the cost of living index has risen by 8 per cent, but if the 

elements are counted in the proportions in which they occur in a 


studentrs budget the rise is 14 per cent. 


2. The following table s u m m a r i s e s the position: 


R e c o m m e n d e d 


Advisory C o m 
jPresent E£2ES£S^ ISit:l.?.£ 

£ "" £ .jf 

Oxford and C a m b r i d g e 


College or Hall	 338* 345 370 


Lodgings	 338* 345 365 


Living at H o m e	 232* 240 280 


* A s these previously included half of colleges dues (now to be paid 


with the rest as fees) these Tptes can, for comparative purposes, be 


regarded as worth £25 less. 
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A N N E X 


P R O P O S A L S - M A D E B Y T H E L O R D P R E S I D E N T O F T H E 


C O U N C I L A N D T H E E D U C A T I O N M I N I S T E R S TO..THE 


C O M M I T T E E O N E D U C A T I O N P O L I C Y 


1, The Standing Advisory Committee on Grants to Students 


r e c o m m e n d e d : 

(a)	 T h e r e m o v a l of differences in the rates for students^at 


further education colleges and training colleges in order 


tojgnjsure parity of treatment with university students. 


W e support this. It accords with the recommendations of the Anderson 


Committee and with Ministerial statements during the passage of the 


Education Bill in Parliament and elsewhere. 


(b)	 A maintenance allowance during the vacation in place of 


the present l'contriIjution'^ towards vacation expenses. 


We reject this. It is costly and unlikely to achieve the Committee's a i m 
of discouraging students f r o m working in the vacation. Instead w e would 
raise the vacation allowance f r o m £25 to £30. 

(c)	 .A general increase in the existing maintenance grants. 


The C o m m i t t e e r e c o m m e n d e d increases up to, and in s o m e cases 


exceeding, 20 per cent. Their proposals w e r e based on careful 


examination of existing charges and can hardly be faulted. Nevertheless 


in view of the need for e c o n o m y and the total cost of the proposals w e do 


not feel able to accept a basic increase of m o r e than ten per cent, 


(rising exceptionally to 13 or 14 per cent in cases m a r k e d l y out of line) 


even though on a strict examination of rises in subsistence costs a 


greater increase would be justified. In the four years since the last 


review, the cost of living index has risen by 8 per cent, but if the 

elements are counted in the proportions in which they occur in a 


student's budget the rise is 14 per cent. 


2, The following table s u m m a r i s e s the position: 


R e c o m m e n d e d 


by the Standing 


Advisory Corn-


Present Proposed mittee 


£ " £ '	 £ 

Oxford and C a m b r i d g e 


College or Hall	 338* 345 370 


Lodgings	 338* 345 365 


Living at H o m e	 232* 240 280 


* A s these previously included half of colleges dues (now to be paid 


with the rest as fees) these r ^ e s can, for comparative purposes, be 


regarded as worth £25 less. 
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R e c o m m e nde d 

by the Standing 


Present Proposed matte e 
£ £ £ 

London 


College or Hall 305 335 360 


Lodgings 295 335 355 


Living at H o m e 217 240 270 


Elsewhere 


College or Hall 280 320 355 


Lodgings 265 300 335 


Living at H o m e 207 240 270 


The on]y innovation is an age entitlement of £15 for each year of age 


over 25 ( m a x i m u m £75) to certain students to replace the allowance 


of £45 which only technical teacher training students get. Otherwise 


the Committee's proposals are to m e e t increased costs or to adjust 


anomalies. 


3. W e accept these proposals. 


May. 1962 
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Printed for the Cabinet. May 1962 

C. (62) 72	 Copy No. 5$ 
14th May, 1962 

CABINET 

FACILITIES FOR PASSENGERS AT THE MAIN PASSENGER PORTS 

MEMORANDUM BY THE MINISTER OF TRANSPORT 

Previous Consideration.—On 4th May, 1961, the Cabinet considered a note by 
the Chancellor of the Duchy of Lancaster (C. (61) 56), to which was annexed the 
report of a Committee of Ministers appointed to consider means of increasing the 
United Kingdom's earnings from visitors to this country. It was noted that one 
of the factors deterring tourists from coming to this country was the inadequacy 
of the facilities for passengers at the packet ports. It was suggested that the 
Cabinet should have the opportunity to consider a report by Lord Chesham, the 
Joint Parliamentary Secretary, Ministry of Transport, on conditions at the ports, 
and I was invited to circulate a report on the improvement of the facilities for 
passengers at the main passenger ports (C.C. (61) 26th Conclusions, Minute 7). 

2. Visits to the Packet Ports.—With the appointment of Vice-Admiral 
Hughes-Hallett to my Department as Parliamentary Secretary responsible for 
shipping and ports, I handed over to him the task of visiting and reporting on 
these matters. Admiral Hughes-Hallett visited the packet ports of Dover, 
Folkestone and Harwich on two weekends at the end of July 1961 and reported 
to me on the conditions which he observed. A summary of this report and of the 
comments on it of the Home Office, Customs and Excise and the British Transport 
Commission is annexed. His general recommendations, he considers, would apply 
equally to the other packet ports. His report does not cover any of the major 
ports through which visitors enter or leave the United Kingdom, since facilities 
at these terminals, with the exception of Greenock, are generally considered to be 
of a reasonably high standard. (Greenock is a difficult problem, because the 
Greenock Harbour Trust have insufficient funds to carry out the major 
improvements required.) 

Admiral Hughes-Hallett's Report 
3. Admiral Hughes-Hallett's report specifies two main causes of congestion 

and delay at the packet ports which give rise to complaints. These are: 
(a) The physical facilities for the reception of passengers and their luggage. 
(b)	 The customs and immigration controls through which passengers and 

their luggage have to pass. 
His report suggests ways which appear to him likely to improve these facilities 
and the operation of the controls, but he makes it clear that his suggestions for 
the partial relaxation of the controls involve questions of policy on which he 
expresses no opinion. I have referred the views and recommendations contained 
in the report to the Home Office, Customs and Excise, and the British Transport 
Commission for their comments. A summary of their main comments is included 
in the Annex. 

4. Immigration and Customs Controls.—The Home Office and Customs and 
Excise on the whole consider that the suggestions contained in the report regarding 
ways in which the controls operated by the immigration and customs authorities 
could be relaxed are unacceptable. Our immigration and customs procedures 
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have already been relaxed considerably, and the controls at present operated have 
been reduced to the minimum consistent with the enforcement of the legal and 
policy obligations placed on these Departments. Several of the suggestions made 
by Admiral Hughes-Hallett have been carefully considered many times in the past, 
and the Departments concerned are satisfied that they would not lead to any 
improvement in the arrangements. The Home Office and the Customs are of the 
opinion that the situation could be improved if the physical space and facilities in 
which the immigration and customs examinations are operated were brought to a 
higher standard. This is no doubt correct, though Admiral Hughes-Hallett points 
out that to secure a marked improvement in the handling of passengers through 
the controls a larger immigration and customs staff would be required to 
complement any improvement in space and physical facilities which could be 
achieved. 

5. Reception Facilities.—The British Transport Commission (and the Dover 
Harbour Board) are responsible for the facilities for the reception of passengers 
at the packet ports. They are under no illusion that the present facilities fall short 
of what is desirable, but there are serious difficulties, mainly financial, in the way 
of improving them. As Admiral Hughes-Hallett points out, they were constructed 
many years ago, when the volume of passenger traffic was very much less than it 
is at present. There are serious limitations of space for improvements at all these 
ports, and large-scale rearrangement of layout or reconstruction of facilities would 
be extremely costly. The report examines the possibilities of carrying out 
improvements at three levels: 

(a) Large-scale improvements. 
(b)	 Medium-scale improvements (to provide more space for the handling of 

passengers). 
(c) Minor improvements (to provide better protection for passengers from the 

weather). 
The report recommends that large-scale improvements would not be justified, that 
the medium-scale improvements, costing between £100,000 and £200,000, 
recommended for each of the various ports should be carried out provided that 
an assurance is given that additional immigration and customs staff to match the 
improved facilities would be forthcoming; and that the minor improvements 
recommended at the various ports costing between £20,000 and £30,000 should 
be carried out in any case. 

Difficulties in Improving Reception Facilities 
6. The medium-scale improvements recommended at Harwich are either in 

hand or are being planned for the near future. Doubts are cast, however, by the 
British Transport Commission, and in certain respects by the Home Office and 
the Customs, on whether the medium-scale and minor improvements recommended 
at Dover and Folkestone are feasible or justified. 

7. Moreover, any major expenditure on improvements at the packet ports is 
inhibited by the uncertain future of the proposals before the British and French 
Governments for the construction of a Channel Tunnel or a Channel Bridge. A 
decision on these proposals is unlikely to be reached before the second half of 
this year at the earliest. The British and French Railways, who are associated 
with the Channel Tunnel proposals, envisage the withdrawal of the present short 
cross-channel sea services operated by them in the event of the tunnel being 
constructed. This would involve the withdrawal of the whole of their sea services 
from Dover, Folkestone and Newhaven, and sea traffic through Harwich might 
be reduced by as much as half. 

8. Similar forecasts have not been made by the railways in relation to the 
bridge proposals, but the existence of a bridge for road and rail traffic would 
inevitably diminish the need for sea services to at least the same extent. In the 
face of this prospect, it would be unreasonable to expect the port authorities to 
invest any substantial sums in the improvement of the facilities at the packet ports 
at present. The Board of Trade, however, hold the view that, for the sake of 
the tourist traffic, improvements should be planned now to cover the period before 
a tunnel or bridge could be opened (should the decision go that way) and that 
the Government might consider providing some financial assistance towards such 
improvements. 



9. Commonwealth Immigrants Act, 1962.—Additional difficulties will begin 
to be caused this summer by the considerable increase in the number of arriving 
passengers who will have to be interviewed by immigration officers. This will 
be required by the Commonwealth Immigrants Act, 1962, which brings many 
Commonwealth citizens within the scope of the control as from 1st July. This 
requirement will place a heavy extra strain on the arrangements at some of the 
packet ports (notably Dover and Folkestone), especially at the busy weekends 
in summer. 

Conclusions 
10.—(a) Facilities at the ports for visitors arriving from long sea voyages are, 

with the minor exception of Greenock, reasonably satisfactory. 
(b)	 Facilities at the packet ports where passengers arrive by sea from the 

Continent are severely overtaxed at busy weekends in summer. This 
strain will be considerably increased this year by the requirements of 
the Commonwealth Immigrants Act. 

(c) Significant	 improvements at the packet ports can only be achieved by 
substantial capital expenditure of the order of some hundreds of 
thousands of pounds. The partial relaxation of customs and 
immigration procedures would be a useful complement to such 
improvements if policy permitted. 

(d)	 The customs and immigration authorities see little scope for relaxing their 
procedures unless it is decided to make major changes in Government 
policy and the existing law. (This was not recommended by the 
Committee on Tourism, and their report was accepted in this regard 
by Cabinet.) On the contrary, the new procedures for controlling 
Commonwealth immigration may make matters seriously worse. 

(e)	 It would be unreasonable to expect the authorities concerned (the British 
Transport Commission and the Dover Harbour Board) to incur any 
substantial capital expenditure before decisions have been reached in 
principle on the Channel Tunnel and Bridge projects. 

Recommendations 
11. I recommend that: 
(a) The customs and immigration authorities should be invited to keep under 

constant review with the port authorities all possibilities of improving 
the present arrangements for passengers, either by minor capital works 
or by improved procedures. 

(b)	 Until a decision is reached on the Channel Tunnel and Bridge projects, 
the port authorities should not be pressed to devote scarce capital 
resources to any more extensive improvements; they should, however, 
be invited to complete their plans for works of this nature which might 
be undertaken at once if it were decided that there were to be no 
Channel Tunnel or Bridge. 

(c) Further	 consideration should be given to the suggestion of the Board of 
Trade that improvements should be undertaken to cover the next few 
years, even if a Channel Tunnel or Bridge is to be constructed, and the 
method of financing such improvements. 

E. M. 

Ministry of Transport, S.E. 1, 

11th May, 1962. 
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ANNEX 


Summary of a Report by the Joint Parliamentary Secretary, Ministry of Transport, 
on the Facilities for Tourists at Certain Packet Ports and of the Comments 
of the Home Office, the Customs and Excise and the British Transport 
Commission 

Basis of Report.—The report is based on visits made to Harwich (Parkeston 
Quay), Dover (Dover Marine) and Folkestone (Folkestone Harbour) by the Joint 
Parliamentary Secretary, Ministry of Transport, Vice-Admiral Hughes-Hallett, 
during the last two weekends of July 1961. Admiral Hughes-Hallett was 
accompanied on these visits by representatives of the Home Office (Immigration 
Branch), the Customs and Excise, the Ministry of Transport and British Railways 
(Eastern and Southern Regions). 

2. Reason for Present Difficulties and Delays.—Admiral Hughes-Hallett 
considers that the basic reason for the present difficulties and delays at the packet 
ports is the inadequacy of the facilities at these ports, present conditions being wholly 
different from those which prevailed when they were established. 

3. Conflict between Speed and Comfort.—Admiral Hughes-Hallett notes that 
there is a conflict between speed and comfort in the handling of passengers at these 
ports. Passengers could be passed through the formalities at the optimum speed 
if there were no classes of rail and steamer accommodation, no reservation of 
seats on trains, no seats provided during the formalities and there was a constant 
exhortation to hurry along. Most passengers, however, wish the present facilities 
to be provided and this complicates and slows down the procedures of embarkation 
and disembarkation. 

4. Customs and Immigration Controls.—So far as the individual passenger is 
concerned the principal effects of the existing customs and immigration controls 
are summarised as follows: 

(a)	 Except at Folkestone, they greatly increase the distance a passenger has 
to walk between ship and train (e.g., 200 yards at Dover). This is also, 
of course, affected by the berthing arrangements for the ships. 

(b) They agitate and irritate many passengers. 
(c) They delay passengers	 in transit, but they are not the cause of all the 

delays, since even if there were no controls the transit of a full ship-load 
of passengers would take much longer than is desirable on account of 
the restricted facilities. 

(d)	 The routines of embarkation and disembarkation have been developed over 
a period of time within the framework of the physical facilities 
available, so that it cannot readily be determined which part of the 
system is the limiting factor. The various stages in the procedures tend, 
in fact, to filter the passengers through the whole process at the rate 
with which each part of the process can cope. 

Suggested Ways in which Customs and Immigration Controls could be relaxed 
5. Whether or not the present customs and immigration controls should be 

relaxed is a matter of policy on which Admiral Hughes-Hallett expresses no 
opinion. He considers it useful, however, to tabulate the actual ways in which 
relaxation could be provided in the interest of speed and comfort if this were held 
to be justified, as follows: 

ia) Immigration 
(i) By altogether abandoning the special checks on foreign visitors (The 

Parliamentary Secretary emphasises in parenthesis that so long as these 
special checks are considered necessary it is in everyone's interest to separate 
British passengers entering the country from foreigners). 



Comment: The Home Office say that unfortunately this would not be 
possible, because genuine tourists cannot be identified at a glance. The 
Committee on Tourism recommended, on security grounds, that the present 
system of control should be retained unless the improvement of physical 
facilities permitted some modification. 

(ii) By confining the special immigration checks to persons who come 
from those countries from which undesirable refugees are most likely to be 
expected. (For example, by allowing nationals of those countries belonging 
to the Council of Europe, together with United States citizens, to enter with no 
more formality than that required of British subjects.) 

Comment: The Home Office state that this also would be unsatisfactory 
because their experience shows that undesirables are not confined to particular 
nationalities (any more than they are confined to the refugee category). There 
are very few bona fide Italian tourists to this country, for example, though 
Italy is a Council of Europe country; and there are a number of undesirables 
from the United States, 151 of whom were refused admission in 1961 out of 
a total of 3,149 refusals. 

(iii) By conducting the control while on passage wherever feasible, as is 
already done on some of the short sea routes. 

Comment: The Home Office say that the immigration examination is 
already conducted on passage wherever feasible. The only possible scope 
for extension is on the day service from the Hook of Holland to Harwich 
or on one of the daytime Dover-Ostend services, but the operators (the 
Zeeland Shipping Company and the Belgian Marine) display no enthusiasm 
for the introduction of this facility, and it is debatable whether it would be to 
the passengers' advantage on these services. 

(iv) While preserving in theory the present standards of immigration 
control, nevertheless to regulate the time taken by the officers for examination 
of foreigners to a speed necessary to ensure that the flow of passengers is 
about as fast as the customs hall can cope with. 

Comment: The Home Office consider that they could not advocate a 
" quick-slow" method as a desirable practice, though they do sometimes 
have to halt the flow of passengers because of congestion in the customs hall. 
The only effective methods of overcoming the difficulties would be either the 
provision of adequate space in the immigration and customs halls or the 
construction of intermediate or " buffer" waiting areas between the two 
controls as at London Airport (Heathrow) Central. 

(v) By providing a special channel for wealthy and fussy passengers who 
are prepared to pay heavily for V.I.P. treatment. 

Comment: There is no Home Office or Customs objection to the 
extension of the " Golden Arrow " procedure, provided that the carrying 
companies remained responsible for selecting the privileged passengers and 
presenting them to the controls ahead of the remaining passengers. A 
separate and parallel channel for " amenity" passengers would, however, 
be extremely wasteful of staff and accommodation. The British Transport 
Commission do not, on the other hand, favour even the extension of the 
" Golden Arrow " procedure, because, apart from being difficult to operate and 
producing little extra income, the arrangement would give rise to adverse 
public criticism. 

(b) Customs 
(i) By abandoning the check on outward bound passengers (if this is 

acceptable, every effort should be made, to reduce the distance walked by 
passengers). 

Comment: The Customs and Excise are unable to agree to the complete 
abolition of outwards customs examination as long as export licensing and 
currency controls continue to exist and they are made responsible for their 
practical application. Outward examination for these purposes has already 
been reduced to the bare minimum; complete and overt abandonment of the 
controls would at present be unacceptable to the Board of Trade and the 
Treasury. 



(ii) By allowing a percentage of incoming passengers to short-circuit the 
customs hall. (In other words, experienced customs officers would select those 
who were to pass through the customs hall and allow the remainder to 
proceed direct to the train.) 

Comment: The Customs and Excise see difficulties about this suggestion. 
The proposal would require a preliminary control at the entrance to the 
baggage hall; as a customs officer cannot fairly appraise a passenger merely 
by glancing at him but must observe his manner and demeanour in response 
to a certain minimum amount of questioning, the preliminary control might 
well become a bottleneck. The discrimination would be clearly evident to all 
and would probably cause some irritation and complaint among passengers. 
There might well be difficulty in reuniting passengers with their baggage; this 
at present takes place in the customs hall. 

(iii) Alternatively, by giving passengers customs declaration forms in the 
ship and passing those with " Nothing to declare" through a separate 
channel, with liability for heavier penalties if it were found that the 
declaration was false. . 

Comment: The feasibility of a written declaration has been considered 
many times, and the Customs and Excise are satisfied that it would slow 
things down rather than speed them up. There would be little enough time 
during the Channel crossing to ensure that all passengers were supplied with 
declaration forms, much less to ensure that they had been filled up completely 
and intelligibly; many of them would have to be adjusted on arrival. There 
is a certain amount of flexibility and discretion in oral questioning which it 
would not be at all easy to preserve if things were written down in black 
and white. There would also be legal difficulties about the proposal as the 
law now stands. 

(iv) Or again, while preserving the present system whereby all passengers 
pass through the customs hall, by instructing the customs officers to regulate 
the thoroughness of their examination as requisite to ensure that the flow 
through the hall is as fast as the practicable rate of boarding the train. (It 
is noted that this is in practice already done at Dover and Folkestone during 
the peak periods.) 

Comment: The Customs and Excise say that this is done at present and, 
in any event, passengers are normally cleared by Customs before the scheduled 
times of departure of trains. 

Suggested Ways in which the Physical Facilities could be Improved 
6. Admiral Hughes-Hallett suggests that the physical facilities could be 

improved on three different scales: 

(a) By Bringing them to the Air Travel Level 
This would involve sub-dividing each ship-load of passengers into 

groups not exceeding 200 and providing a separate channel for each. 
The cost of this would be reckoned in millions of pounds and it would 
necessitate a great waste of customs officials, immigration officers, 
police and porters. 

Admiral Hughes-Hallett recommends that expenditure on the 
elaborate facilities which this would entail should not be entertained, 
as the packet services do not lend themselves to air travel procedures. 

(b) Medium-scale Developments to Ensure 
(i) That the platforms	 and railway lines will permit of sufficient trains 

waiting at each berth to accommodate all the passengers on any 
one ship. 

(ii) Sufficient	 channels and waiting rooms to ensure that entraining 
into each of these trains can proceed simultaneously. In 
practice, this would mean two channels at most berths, with a 
third and smaller emergency channel for use when three boat 
trains are needed for any one ship. A rough indication of the 
cost of intermediate improvements of this nature is between 
£100,000 and £200,000 at each port. Admiral Hughes-Hallett 



emphasises that improvements of this nature would only be 
justified if the customs and immigration controls were relaxed 
and speeded up or, alternatively, if the necessary number of 
additional officials were employed to match up to the improved 
facilities. 

(c) Minor	 Work (measured in tens of thousands of pounds) to provide better 
shelter from the wind and weather to obviate the need for queueing in 
the open. Admiral Hughes-Hallett states that the desirability of these 
minor works is quite independent of any changes in customs and 
immigration controls. 

Recommended Improvements at Harwich, Dover and Folkestone are Summarised 
in the Appendix 

Medium-scale Improvements (Comment) 
7. The British Transport Commission state that, in their view, the estimates 

given in the report for medium-scale developments are on the low side. In any 
case, the Commission indicate that they could not contemplate expenditure of this 
order at the Channel packet ports until a decision is reached on the proposals for 
a Channel Tunnel or Channel Bridge, since any extension of the existing facilities 
at Dover and Folkestone would be wasted if a new fixed cross-Channel link were 
constructed. The Harwich services would not cease to operate, but they would 
be considerably affected by the existence of a Channel Tunnel or Bridge. 
However, medium-scale improvements here are already in hand-. Authorisation 
has been given for the extension of the customs and immigration hall, and this 
should be completed in the autumn of 1962; plans for a new island platform on 
the lines recommended in the report are being developed, and it is hoped that this 
will be completed by the end of 1963. 

8. The medium-scale improvements recommended at Dover are contingent 
on the abolition of the outward customs inspection, and the Customs and Excise 
have stated that such abolition is unacceptable. Moreover, the Home Office doubt 
whether the controls could be rearranged, to permit the simultaneous handling of 
traffic in both directions without a considerable expansion of floor space. The 
Commission consider that the probable future use of Folkestone would not justify 
the expenditure involved in duplicating the present customs and immigration 
facilities. 

Minor Improvements (Comment) 
9. Admiral Hughes-Hallett recommends that minor improvements to give 

better protection from wind and weather should be carried out whatever else may 
be done. The Home Office, however, are doubtful whether it would be practicable 
to cover over the quaysides completely at the packet ports to provide protection 
from wind and weather and still leave room for cranes to operate, and they fear 
that any form of light construction would have a very short life in the Channel 
gales. The Commission say that experiments are being carried out at Dover with 
a new design of covered gangway for embarkation and disembarkation but that 
provision of covered ways for passengers between the ship and the customs halls 
at Dover and Harwich would entail alterations and expenditure on a major scale. 

General Conclusions 
10. Admiral Hughes-Hallett concludes that if it is intended to retain the sea 

routes to the Continent for all types of traveller he would advise medium-scale 
improvements as at paragraph 6 (b) above. He stresses again, however, that these 
ought not to be undertaken unless there is a definite assurance that customs and 
immigration control could be speeded up as requisite, either by employing more 
officials or by relaxing the controls, to take advantage of the money spent. 

11. He does not consider that these medium-scale improvements need be 
linked to the future of the Channel Tunnel project because, even if the Tunnel 
were begun at once, it would be several years before it came into service, and, even 
when it was in service, it by no means follows that public demand for a sea route 
would entirely vanish. If the railways stopped their service on the existing sea 
routes a private enterprise service might be started in their place. 



12. If, on the other hand, it is felt that no expenditure beyond that required 
for the minor improvements (paragraph 6 (c)) is justified, Admiral Hughes-
Hallett considers that the sea routes should be advertised as being intended during 
the peak periods primarily for those who wish to economise and are willing to 
accept austerity. Logically this means the adoption of single class travel with no 
reserved seats at peak periods. But, if this is thought to be too drastic, he 
recommends a smaller proportion of first-class passengers than at present, who 
would pay rather more and who, in return, would precede the second-class 
passengers through a special channel and leave ahead of them in a small first-class 
train. (The British Transport Commission do not accept this conclusion. They 
state that very seldom even during the summer period do carryings approach the 
vessels' maximum capacity—it does not happen at more than a few weekends— 
and that first-class passengers enjoy a reasonable standard of comfort.) 

APPENDIX 

Recommended Improvements at Particular Ports 
The report lists the following possible medium scale and minor improvements 

at the various ports: 

(a) Harwich	 (Parkeston Quay) 

Minor Improvements (estimated cost—about £20,000) 


(i) Provision of better protection from the weather between 
gangways and the inspection halls. 

(ii) Provision of a waiting room on an available site at the Eastern 
end. 

Medium-scale Improvements (estimated cost—between £100,000 and 
£200,000) 
Provision of extra platforms so that two or three boat trains could 

be in the station simultaneously. 

(b) Dover	 (Dover Marine) 

Minor Improvements (estimated cost—about £30,000) 


Provision of better protection from the weather between gangways 
and the inspection halls. 

Medium-scale Improvements (estimated cost—about £100,000) 
Re-arrangement of control facilities to permit the simultaneous 

handling of traffic in both directions when required. (N.B. in order to 
achieve this the outward customs inspection would have to be abolished.) 

(c) Folkestone	 (Folkestone Harbour) 

Minor Improvements 


Nil. 

Medium-scale Improvements (estimated cost—between £100,000 and 
£200,000) 
Provision of a second immigration and customs hall as an upper 

storey to the existing one. 
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COLONIAL ISSUES AT THE UNITED NATIONS 
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I circulate, for the information of my colleagues and for discussion at some 
future date, an analysis, with which the Colonial Secretary and I are in agreement, 
of the situation at the United Nations as it affects British colonial issues. 

H. 

Foreign Office, S.W.1, 
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COLONIAL ISSUES AT THE UNITED NATIONS 

The Problem 
Events in the United Nations have reached the stage at which we should 

consider whether our policy on the discussion of British colonial issues should be 
modified. We are entering a difficult period, which may last for some years, 
particularly in regard to debates on issues in Central and Southern Africa— 
including the Rhodesias and the High Commission Territories—which arouse 
intense feeling, especially amongst African members of the United Nations. 

The Background 
2. We comply fully with the Charter requirements regarding transmission 

of non-political information about our dependent territories to the United Nations. 
We now also supply ex gratia political and constitutional information. We have 
for many years sat on the United Nations Committee on Information from Non
Self-Governing Territories and joined in its discussion of colonial problems; 
these were conducted in general terms, the Committee being precluded from 
making recommendations about individual territories. We have consistently held 
the view that we are not accountable to the United Nations for our policies in the 
colonial territories and that intervention in the affairs of individual territories is 
outside the competence of the United Nations. There is, however, no agreed 
definition of what intervention means in this context. It is possible at one extreme 
to take the view that even the discussion of individual territories is intervention. 
This view is not held by the majority of the members of the United Nations and 
would be unlikely to be upheld by the International Court if it were ever referred 
to them. In the view of the majority, the United Nations can discuss individual 
territories and even make recommendations on them in the form of resolutions 
without this amounting to intervention. In this view probably only an actual 
physical attempt to intervene would constitute intervention. 

The Committee of Seventeen 
3. The General Assembly of 1960 (when many new African members were 

admitted) adopted its " Declaration" on independence for colonial territories. 
This Declaration, which we did not support, has become a basic text in the United 
Nations and last November the Assembly established the Committee of Seventeen 
to examine its application and report back to the next Session. We again abstained 
from voting when this proposal was adopted but said we would participate in 
the Committee of Seventeen " on the clear understanding that it will not attempt 
to intervene in the administration of the territories for which we are responsible ". 
At the same time we said that " if there were any attempts to intervene we should 
be bound to withdraw our co-operation ". We did not define what we meant by 
" intervention " but we had in mind the hearing of petitions, visiting missions and 
specific recommendations about particular territories but there is no agreed view 
on what constitutes intervention—see paragraph 2 above. 

4. Although we tried to prevent it, the Committee of Seventeen embarked 
on a series of debates about individual territories in turn. They have so far 
debated Southern and Northern Rhodesia, and they have on their agenda 
Nyasaland, the High Commission Territories, Kenya and Zanzibar as well as the 
Portuguese territories. During each debate so far they have heard petitioners 
from the territories. During the debate on Southern Rhodesia a Sub-Committee 
of Six visited London at our invitation. The Committee have just reported to the 
General Assembly endorsing the Sub-Committee's report and making a number 
of recommendations about Southern Rhodesia which we cannot accept and 
proposing that the question should be debated as a matter of urgency and gravity 
in the General Assembly which resumes in June. On Northern Rhodesia, the 
Committee of Seventeen seem likely to recommend to the General Assembly a 
draft resolution making various demands which are also quite unacceptable. 



5. The Committee also decided to accept invitations to hold meetings in 
Tangier. Addis Ababa and Dar-es-Salaam, and began their tour on 21st May. The 
main purpose was to hear petitioners from African territories (including, no 
doubt, Kenya and Zanzibar,!. 

British Policy 
6. During these debates our policy has been to say that we regard them as 

ultra vires but to remain in our seat and state our case. We have, however, taken 
no part in the proceedings during the hearing of petitioners. Our immediate 
reasons for this policy have been: 

(a)	 We cannot stop the United Nations discussing our territories, hearing 
petitioners from them or passing resolutions. 

ib)	 Our friends are only prepared to speak up for us if we speak up for 
ourselves; our case would therefore go by default if we do not state it. 

(c)	 If our case is not presented the tendency at the United Nations is towards 
virtually unanimous endorsement of extreme views. 

7. Debates on individual British territories, including the hearing of 
petitioners and the passing of resolutions, will continue. The heat will probably 
be turned mainly on to Africa, particularly the Rhodesias and High Commission 
Territories and possibly Kenya, but the United Nations will probably get involved 
also in places like Aden, British Guiana and the Borneo territories, and- perhaps 
Malta. The pattern of the debate on the Rhodesias will be repeated and any 
remaining inhibitions about passing specific resolutions about individual territories 
will be suppressed. 

8. Although our general colonial objectives are in line with those of most 
of the African and Asian countries, many of the remaining territories are still 
dependent precisely because there are difficult problems to be solved, and United 
Nations intervention can only make these more difficult. Anyone with Afro-
Asian backing can now try to use the United Nations as a court of appeal. This 
naturally damages our authority and introduces a new element of confusion. 

9. However, these United Nations activities cannot be prevented. The 
question is how in the circumstances we can best defend our position against 
United Nations pressures, minimise the damage which may be done by the United 
Nations and gain for ourselves the maximum freedom to follow the policies we 
think right. Two possibilities would be: 

(a)	 Withdrawal from all debates on individual British territories, including 
those in the General Assembly. 

(b) Withdrawal from the Committee of Seventeen. 
The extent of our participation in debates and discussion on resolutions if we 
decide not to withdraw has also to be considered. 

(a) Withdrawal from all Debates 
10. In favour of this course it can be argued: 
(i) It is illogical to take part in proceedings which we regard	 as outside the 

competence of the United Nations (although we have done so in other 
cases). 

(ii) It is difficult	 to participate in debates and yet maintain with conviction 
the view that the United Nations is not entitled to debate individual 
territories or make recommendations about them. However much we 
may say that we cannot share or shift our responsibilities, so long as 
we are discussing our policies in particular territories with United 
Nations bodies, we suggest both to other countries and to individuals 
in the territories that we are open to pressures through the United 
Nations. This may restrict our freedom to follow policies we think 
right. 

(iii) Recent	 experience has shown that this is a slippery slope. We have 
found that it is not really practicable to give information while refusing 
to discuss our policies and from discussing our policies it is a short 
step to negotiating on resolutions about them. The end of this process 
may be that we shall have to submit to something like United Nations 
supervision over the whole field of our colonial policies. 
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(iv) Although participation	 may bring short-term tactical gains—for example 
a moderate as against an extreme resolution—the long-term effects are 
serious. In any case, from the point of view of preserving our 
freedom of action, extreme resolutions are sometimes to our advantage 
because we can more easily ignore them. 

11. Against it may be argued: 
(i) Whether	 we participate in debates or not we are going to be subjected 

to pressures through the United Nations. When the United Nations 
has passed a resolution about one of our territories this becomes a 
factor in the situation which cannot be ignored. Provided we have 
presented our case vigorously, the fact that we participate in debate 
need not make it more difficult for us to reject United Nations 
recommendations. 

(ii) If we refuse to participate, the resolutions will certainly be more extreme 
and will be adopted by larger majorities, often almost unanimously. 
This will tend to increase the pressures on us. 

(hi) If we withdrew we should come under	 strong pressure from the United 
States and the old as well as the new Commonwealth, all of whom have 
made it clear that they think we should accept United Nations discussion 
of our territories and that they can only help us if we defend ourselves 
by stating our case. If we persist, the United States and old 
Commonwealth would give us very little support. 

(iv) Our disengagement would be heavily criticised by large sections of domestic 
opinion and in Parliament. 

(v) We should probably find	 our non-participation snowballing so that we 
should be excluding ourselves from other United Nations activities. 

(vi) Our general standing and influence at the United Nations even on issues 
outside the colonial field would be gravely undermined. This would 
leave the United States, broadly speaking, alone to face the uncommitted 
and the Soviet bloc with consequent damage to the Western position as 
as whole. 

(vii) It would estrange	 the sympathy of most of the African member States, 
whose friendship it is important to cultivate in the context of the cold 
war. 

12. A variant of the policy of a complete withdrawal would be, in the case 
of the General Assembly, to remain in our seat but to refuse to participate in 
discussion, as the French have done over Algeria. 

13. Selective non-participation certainly served the French quite well over 
Algeria. They were able to disregard the United Nations without incurring, e.g., a 
recommendation for sanctions against them and succeeded in concluding the Evian 
negotiations without United Nations interference or even much attention from the 
United Nations. On the other hand they did not prevent acrimonious United 
Nations discussion of Algeria and the adoption of resolutions which gave comfort 
and international standing to the Algerian rebels. Meanwhile their attitude, coupled 
with a general policy of disengagement at the United Nations, has greatly reduced 
their standing and influence at the United Nations. 

14. There are moreover special factors to be taken into account in any 
assessment of the French example: 

(a) The French Government had	 no problem of domestic public opinion to 
face in treating Algeria as a problem for themselves alone. 

(b)	 The original French aim—to maintain something like the status quo in 
Algeria—-was completely at variance with that of the United Nations 
majority and there was no advantage for them in buying time. 

(c)	 The Front de Liberation Nation ale were already rebels and not local 
leaders with whom a peaceful dialogue on the spot was being 
attempted. 

id)	 France is not subject to strong diplomatic pressures to co-operate with 
the United Nations, such as we have from the Commonwealth. 

(e)	 The French Government were prepared to disregard United States views 
and to see the United States voting against them. 



15. The French did not carry through their own policy without loss to 
themselves and their allies. Western interests at the United Nations have 
undoubtedly suffered from the French policy of disengagement, and these effects 
have been mitigated only to the extent that France's allies and notably the United 
Kingdom have stepped into the breach. The special factors listed above do not 
apply to the United Kingdom, and temporary withdrawal by the United Kingdom 
would create very serious problems for Her Majesty's Government with the United 
States Government and the Commonwealth and with public opinion in the United 
Kingdom itself. 

(b) Withdrawal from the Committee of Seventeen 
16. In favour of this course it may be argued: 
(i) When	 the Committee of Seventeen was set up we said that we would 

withdraw our co-operation if there were attempts to intervene and what 
we meant by intervention has certainly taken place in the case of the 
Rhodesias. It can be suggested that if we do not now withdraw this 
would be inconsistent with our stated policy, and would lose us respect 
(although not necessarily goodwill). 

(ii) While it is important to remain in the Assembly as a permanent United 
Nations organ of the greatest importance, it is reasonable to leave the 
Committee of Seventeen, who are an ad hoc body, if we disagree 
altogether with the manner in which they are doing their work. 

(iii) Withdrawal	 from the Seventeen would effectively demonstrate our 
determination not to accept their intervention in the affairs of our 
territories. 

(iv) Our	 withdrawal might make it easier for us to dismiss the Committee's 
views as irresponsible and irrelevant. 

17. Against this, many of the arguments against a general withdrawal 
from colonial debates apply, although with rather less force. The points at (i)-(iv) 
in paragraph 11 would apply in a large measure, although the effect on our general 
standing in the United Nations would of course be less than if we withdrew from 
Assembly debates also. There are also the following arguments: 

(i) Withdrawal from the Committee would be a clear-cut and dramatic gesture 
which would create an atmosphere of crisis in our relations with the 
United Nations and be widely represented as meaning that we had 
moved to a policy of defiance and non-co-operation. This would make 
it much more difficult for our friends to help us over both colonial and 
other issues at the United Nations and easier for the extremists to 
stampede the moderates. 

(ii) Probably	 as a result of the Prime Ministers recent conversation with 
President Kennedy, the Americans have recently begun to give us more 
help in the Committee of Seventeen and have shown a greater readiness 
to stand out against the Afro-Asian majority on our behalf. A sudden 
reversal of our policy would therefore seen to them ungracious and 
unreasonable and make them less ready to help us in future. 

(iii) We should still have to deal with the debate on the report of the Committee 
of Seventeen in the Fourth Committee and the General Assembly. A 
policy of withdrawal from the Seventeen but of participation in similar 
debates in the Assembly could be regarded as illogical and, however 
this may be, the feeling against us in the Assembly would be stronger 
if we had withdrawn from the Seventeen and our influence 
correspondingly less. 

(iv) We are giving some encouragement to a Canadian initiative against Soviet 
colonialism which we hope may one day lead to debates on Soviet 
colonies in the Committee of Seventeen (although at present this seems 
a remote possibility). It would be unfortunate if we had lost the chance 
to hit back at the Russians in the Committee of Seventeen by walking 
out beforehand. 

18. If withdrawal, whether total or partial, is rejected, what action can be 
taken to reduce the pressures upon us and to safeguard our freedom of action in 



the colonial territories? Can this be done by taking part in debate to the extent 
of giving facts and correcting misapprehensions, but refusing to be drawn into 
discussion about our policies? Experience in the United Nations shows that it 
is extremely difficult in practice, not to say impossible, to maintain this distinction 
under heavy pressure, as in the case of Central African problems. Such pressures 
inevitably lead us into explanations of our policies and thus into defence of them. 

Attitude to Resolutions 
19. The crux seems to be the attitude to be adopted towards resolutions about 

specific issues in individual territories. This is the point at which pressure is put 
upon us and our attitude is consequently of importance politically both in New 
York and in the territories. We should in any case continue to maintain that such 
resolutions are ultra vires; but we have a choice between complete detachment and 
leaving ourselves freedom to influence the wording of resolutions and the voting by 
discreet action behind the scenes. 

Complete Detachment in Relation to Resolutions 
20. This would mean conducting ourselves in such a way as to demonstrate 

convincingly not only in the United Nations but in Africa and elsewhere that we 
regard all resolutions about individual territories as ultra vires and will not be 
influenced by them. For this purpose we would have to show that we are not 
greatly concerned whether a resolution is moderate or extreme, whether it conflicts 
with our policies or not, or how large the majority for it is. To achieve this we 
should have to decline to be involved, either directly or indirectly, in any attempt 
to influence the outcome of negotiations about resolutions. 

21. The arguments in favour of this are: 
(i) It	 would demonstrate our intention not to accept United Nations 

intervention and so counter the pressures which local politicans in our 
territories may attempt to put on us through the United Nations. 

(ii) If we are involved in efforts to improve resolutions, even indirectly through 
our friends, it becomes more difficult for us to disregard the outcome. 

(iii) By making	 our intentions clearer, we should put our relations with the 
United Nations on a less ambiguous basis and reduce the risk that we 
shall afterwards be accused of duplicity. 

(iv) While it would tend to result in more extreme resolutions, this might not 
always be to our disadvantage because they might be easier to disregard 
than more moderate ones. 

Freedom of Manoeuvre in Relation to Resolutions 
22. Our objections of principle to resolutions as such logically inhibit us 

from openly working for amendments to draft resolutions or to alternative drafts 
more favourable to our point of view. Even with this inhibition, we could give 
discreet encouragement to the Americans and our other close friends to introduce 
amendments to the more objectionable passages of draft resolutions or to produce 
alternative drafts which take cognisance of the real facts and our views. We could 
aim at reducing adverse majorities by splitting the vote. While still maintaining 
that resolutions are ultra vires, we could try to avoid a clear-cut dispute between 
the United Nations and ourselves and avoid focusing attention on the fact that 
we are going ahead as we think best in the territories concerned. Out attitude 
might be on the lines of the Home Secretary's statement in the House of Commons 
on 8th May, 1962, when he said " Her Majesty's Government are always ready to 
give proper consideration to resolutions of the United Nations, but we cannot 

recommendations would not easily be understood in the United Nations 

surrender or abdicate our responsibility." (Hansard, Column 238.) 

23. The arguments in favour of this are: 
(a) A policy based on a sharp distinction between discussions and 

where it is widely felt that, while we must remain responsible for our 
colonial territories, it is reasonable for the United Nations to express 
views and make recommendations. 



(b)	 Partly for this reason it is often better to have a moderate resolution 
than a more extreme one (unless the extreme resolution is a Soviet one 
without much Afro-Asian support). If it is possible to get an Afro-
Asian resolution amended to take some account of our views, this is 
again worth having because we can then say that the views of the United 
Nations are not very different from our own policies. 

(c)	 Even if it is impossible to get a majority for a resolution approximating 
to our own view, it is often worth while to confuse the issue and split 
the vote by having an alternative resolution on the table. In the absence 
of any more moderate alternative the tendency in the General Assembly 
is to give an overwhelming majority to the only available draft. 
Whether we like it or not, this then becomes widely regarded as a valid 
expression of world opinion and a factor in the situation. 

May 1962. 
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M e m o r a n d u m by the Chancellor of the Exchequer 


F o r s o m e years Egypt's balance of payments has been deteriora
ting, largely as a result of an over-ambitious development p r o g r a m m e 


and excessive internal credit. C o m i n g on top of this, the 35 per cent 


failure of last year's cotton crop has caused a foreign exchange crisis. 


Apart f r o m £60 million of gold which provides the currency cover, 


Egypt's reserves have been exhausted, and a foreign exchange deficit of 


$130 million is expected in the calendar year 1962. 


2. D r . Kaissouni; the Egyptian Minister of E c o n o m y , therefore 
went to Washington to seek assistance f r o m the International M o n e t a r y 
F u n d (I. M . F . ) and the United States Government. H e reached agreement 
with the I. M..F. on an economic stabilisation p r o g r a m m e , which enabled 
the Fund to approve a stand-by credit of $42. 5 million, the m a x i m u m 
amount to which Egypt is entitled under its present quota. A request 
by D r . Kaissouni for an increase in this quota w a s deferred. The 
United States G o v e r n m e n t agreed to m a k e a loan of $20 million, and 
undex"took to lend up to a further $10 million to m a t c h whatever amount is 
provided jointly by other Governments in excess of $20 million. O n 
instructions f r o m Dr. Kaissouni the Egyptian E m b a s s i e s then approached 
the British, West G e r m a n and Italian Governments for similar 
assistance. W e were asked for $30 million, and w e r e told that the 
Federal G o v e r n m e n t would probably be asked for $35 million and the 
Italian G o v e r n m e n t for $15 million. Like the United States G o v e r n m e n t 
loan, any loans by other Governments could be spent on current imports 
f r o m their countries. The Egyptian G o v e r n m e n t hoped that the t e r m s 
of these loans would not be m o r e onerous than those offered by the ; 
United States Government: repayment in ten years, with a grace period 
of three years, and an interest rate of Z\ per cent. 

3. D r . Kaissouni then c a m e to London, and re-stated his case to 


the Lord Privy Seal and myself. (He specified no figure for the loan 


f r o m Her Majesty ! s Government. O n his return to Cairo, he told our 


A m b a s s a d o r that he hoped to get an average of $25 million f r o m the 


United Kingdom, G e r m a n y and Italy, but he also appeared to indicate 


that his real expectation f r o m us w a s about £ 5 million. ) The L o r d 


Privy Seal emphasised the need for a satisfactory agreement on out
standing issues under the Anglo-Egyptian Financial A g r e e m e n t before 


w e could even consider a loan to Egypt, , I explained that our oversea 


c o m m i t m e n t s w e r e already at a level which I w a s bound to regard as 


the m a x i m u m ; that the improvement in our balance of payments f r o m 


the past unsatisfactory state did not m e a n that w e could afford m o r e aid; 


that nevertheless m a n y n e w claims were being urged upon us, all of 
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high priority and substantial amount; and that it w a s not therefore 


possible to.give Dr. Kaissouni any assurance of a loan f r o m 


H e r Majesty's Government. I undertook, however, to consider his 


request with m y colleagues, and assured h i m that w e appreciated both 


the importance of the Egyptian G o v e r n m e n t being able to surmount their 


present difficulties, and the need for a quick decision to enable t h e m to 


plan their import p r o g r a m m e . 


4. M y Foreign Office colleagues believe that w e m a y n o w be at the 


watershed in political relations with Egypt. If w e follow the United 


States' lead and help tide Egypt over this year, relations m a y show 


lasting improvement. If w e fail to do so, the reverse is likely to 


happen. Apart f r o m wider effects on political stability in the Middle 


East, this would m a k e it m o r e than ever difficult to settle with Egypt 


the problems arising f r o m the Anglo-Egyptian Financial A g r e e m e n t of 


1959, which are causing us so m u c h e m b a r r a s s m e n t at h o m e . Foreign 


Office Ministers are therefore in favour of offering a loan of $10 million, 


subject to a satisfactory settlement over the Financial A g r e e m e n t . 


5. T h e two outstanding difficulties arising f r o m the Financial A g r e e 
m e n t are, first, the delay in de-sequestration of British property and, 
secondly, the failure of the Egyptian G o v e r n m e n t to fulfil their obliga
tion to permit sterling transfers up to £ E . 5, 000 a head of the liquid 
assets in Egypt of United K i n g d o m nationals. The first Of these delays 
is due to the inefficiency of the Egyptian bureaucratic machine; the 
Second is due to this, and to a shortage of foreign exchange. The 
consequences of these difficulties are that British subjects cannot 
recover or liquidate their assets and that the distribution of c o m p e n s a 
tion by the Foreign Compensation C o m m i s s i o n is delayed because claims 
for d a m a g e during sequestration cannot be formulated. 

6. A year ago w e acquiesced, as a temporary m e a s u r e , in an offer 
by the Egyptian G o v e r n m e n t to transfer the first £ E . 1, 000 instead of the 
first £ E . 5 , 000 of claimants 1 l iqu id assets. F o r 268 claims since dealt 
with in this way, the Egyptian G o v e r n m e n t have transferred £140, 000 
and the balance remaining due is about £300, 000. A further 1, 000 claims 
are n o w with the Egyptian authorities awaiting adjudication. A s s u m i n g 
that the average amount of the claims is the s a m e as for the 26S cases 
(this is an arbitrary assumption but w e have no other m e a n s of calculation) 
these would place on the Egyptian G o v e r n m e n t a transfer liability of 
£500, 000 for the first £ E . 1, 000 of each claim, or of £1, 500, 000 on the 
basis of their full obligation up to £ E . 5 , 000. The Foreign Office 
believe that there m a y be up to a further 1, 700 claims not yet submitted 
to the Egyptian Government, which on the s a m e reckoning would involve 
transfers amounting to £900, 000 on the basis of the first £ E . 1,000, or 
of £2 , 500, 000 on the basis of the first £ E . 5, 000. 

7. O u r other outstanding requests under the Financial A g r e e m e n t 


are that adequate compensation should be paid to the 1951 Officials, 


that there should be an Exchange of Notes fixing a terminal date for 


de-sequestration of British property, and a revision of A n n e x 'E' of 

the A g r e e m e n t to facilitate the identification of claimants. There, are 


also s o m e other administrative matters on which w e need the co
operation of the Egyptian authorities. O n the other hand, as part of 


- 2 



a general settlement w e could agree to withdraw our d e m a n d that "pre
sale dividends" dating f r o m before Suez should be paid by the Egyptians 
as an addition to their £ 2 7 j million compensation payment. 

8. If w e were to m a k e any loan to Egypt, Parliament and the public 


would d e m a n d that it be m a d e conditional upon Egypt's full compliance 


with the terms of the Financial A g r e e m e n t - Lord Killearn has already 


said so in a Parliamentary Question on 8th M a y . This would m e a n 


that de-sequestration w a s completed expeditiously, and that transfer 


rights were granted. A n d m o r e would be expected than that w e should 


receive a renewed assurance by the Egyptian Government, which w e 


could not enforce, that they will carry out their obligations. W e should 


be expected to m a k e Egyptian payment obligations a first charge on our 


loan. It will be seen f r o m paragraph 6 above that the cost to the 


Egyptian G o v e r n m e n t of their full transfer obligations might eventually 


amount to as m u c h as £ 4 , 300,000. The Foreign Secretary's proposal 


for a loan of $10 million does not envisage any part of the loan being 


reserved for sterling transfers. It is m a d e on the assumption that w e 


would accept as a satisfactory settlement of the Financial A g r e e m e n t a 


package deal including all the matters referred to in paragraph 7 above, 


together with the proposal for dealing with sterling transfers which is 


described in the following paragraph, and would rely on the Egyptian 


Government to carry it out. 


9. S o m e weeks ago w e m a d e a proposal to the Egyptian G o v e r n m e n t 


whereby w e would lend t h e m £300, 000 sterling to pay off the balance due 


on past claims, if they would agree to m e e t claims approved f r o m n o w 


on by transferring the first £E.1, 000 f r o m their o w n resources as 


hitherto and the balance up to £ E . 5, 000 f r o m the sterling w e provide 


for the costs of our E m b a s s y in Cairo. (These costs amount to about 


£30, 000 a month, and our proposal w a s that they should be m e t f r o m the 


blocked Egyptian currency accounts of claimants, to w h o m w e would 


issue simultaneously the sterling equivalent.) This would have m e a n t 


that s o m e three years would be needed to settle the 1, 000 claims already 


under examination in Cairo, but it w a s thought that this w a s about the 


rate at which they w e r e likely in any case to be passed by the Egyptian 


authorities. (The proposal did not look so far ahead as the claims not 


yet submitted. ) Though the Egyptian G o v e r n m e n t refused to agree to 


this proposal by itself, they would probably accept it if w e w e r e prepared 


to grant a sufficiently attractive loan for balance of payments assistance. 


There would however be no guarantee that they would carry it.out. 


10. If w e adhere to this proposal w e should have to ask the Egyptian 


G o v e r n m e n t to agree to allow our E m b a s s y costs to be m e t f r o m blocked 


local currency for whatever length of time it took to dispose of all 


claims - not just, as under the proposal w e have already m a d e , for the 


three years estimated to be required to deal with the claims n o w under 


examination, but perhaps for as long again, if not longer, to deal with 


n e w claims. It s e e m s very unlikely that the Egyptian G o v e r n m e n t 


would agree to this, and even if they did there would be a considerable 


danger that sooner or later they would refuse to fulfil their under
taking. 
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11. It s e e m s therefore that, if w e are to be able to say publicly that 
w e have secured full compliance by the Egyptian G o v e r n m e n t with their 
obligations, w e should have.to offer a loan of sufficient amount to cover 
their full estimated liability for transfers up to £4. 3 million, or at 
least this amount less the first £E.1, 000 of claims which they are at 
present meeting f r o m their o w n resources, which would m e a n a loan 
of £ 2 . 9 million ($8 million); and that w e should have to hold back this 
amount until claims had been m e t by the Egyptian authorities. 

12. With even this lower figure of $8 million having to be set aside 
for transfers to claimants, a loan of $10 million, leaving only $2 million 
free for current imports, would not earn m u c h thanks f r o m the Egyptian 
G o v e r n m e n t if offered in the context of their appeal to W e stern Govern
ments for balance of payments support. This would be m o r e 
particularly the case if, as is possible, the United States G o v e r n m e n t 
accepted only the free $2 million as ranking for matching aid (paragraph 2 
above). The International Eank, however, have said that they will be 
willing to p r o m o t e an international consortium for long-term aid 
towards Egypt's economic development plan, provided a m o n g other 
things that the Egyptian G o v e r n m e n t have honoured their international 
financial obligations. T o help t h e m to do this, therefore, would be of 
real value to them. 

13; O u r loan would in any event be viewed in the world as aid to Egypt 
by H e r Majesty's Government, and would lead to d e m a n d s f r o m allied 
countries like Turkey and Iran, and probably also f r o m Greece, for at 
leaL.t an equal amount of assistance. At present w e are holding off the 
d e m a n d s f r o m these countries, but any concession to D r . Kais30uni's 
appeal would completely alter the situation and might well m a k e it 
necessary for us to lend in total several times the amount w e offered to 
Egypt. ' 

14. Tnere appear therefore to be two m a i n courses of action:

(i) T o rest upon the proposal which w e have already m a d e 
to the Egyptian G o v e r n m e n t in connection with the 
Financial A g r e e m e n t , involving a loan of £300, 000, 
and an undertaking by t h e m to use their sterling 
income f r o m our E m b a s s y ' s local expenditure, to 
m e e t United K i n g d o m claims (see paragraph 9); or 

(ii) T O m a k e a loan of $10 million as part of the inter
national rescue operation, but on the understanding 
that sufficient (probably about $8 million) would be 
reserved to give us a reasonable assurance that the 
Financial A g r e e m e n t would n o w be honoured. 

15. I a m m o s t reluctant to go beyond the proposal which w e have 
already m a d e , and to which I only assented with misgiving. Egypt 
is not a country which can claim a high priority for an additional aid 
c o m m i t m e n t s that w e m a y feel ourselves able to undertake. Certainly, 
the claims of Turkey and of Iran, w h o are our allies, should rank S 
higher. In any case, as I m a d e clear in m y paper C. (62) 68, the 
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improvement in our financial position in no w a y justifies any relaxation 


of the policy of containment, and w e have already before us a long list 


of proposals for further economic assistance, m o s t of which are of 


higher intrinsic merit than that of Egypt. Nothing but the. e m b a r r a s s m e n t 

in which the non-fulfilment of the Financial A g r e e m e n t involves us could 


justify us in advancing Egypt to the head of the queue. 


16. M y colleagues m a y nevertheless feel that the political advantages 
of seizing this opportunity to dispose, if w e can, of the long-standing 
e m b a r r a s s m e n t of the Financial Agreement, and the disadvantages from 
the point of view of our general relations with Egypt of not doing so, I 
are such that w e are bound (admitting that our proposal as it n o w stands 
has no chance of success) to m a k e a further effort. If they do so feel, 
I would be prepared to accept the second alternative. 

17. If, however, w e are to do this, it is in m y view essential that 


w e should m a k e effective arrangements to ensure that the Egyptians do 


in fact use as m u c h of the loan as is necessary to honour their obliga
tions. This cculd be done by adopting a procedure s o m e w h a t analagous 


to that used for tied loans m a d e under Section 3 of the Export Guarantees 


Acts, 1949-1961, i. e., within a certain total (which, on the assumptions m a d e 


in paragraphs 6 and 11 above, would be $8 million) the loan would only be 


paid over to the Egyptians against documents showing that they had m e t 


claims for transfers by United K i n g d o m nationals. T h e only possible 


alternative would be not to pay over the whole of the loan until the \ 


Egyptian G o v e r n m e n t had cleared off the backlog of claims, had m a d e 


an adequate p a y m e n t of compensation to the 1951 officials, and had in 


addition dealt with the claims for transfers at present in the pipeline. 


This would, however, leave us at risk in respect of future claims for 


transfers. 


18. I understand that the Foreign Office agree that the only effective 


m e a n s of enforcing the condition that the Egyptians should honour their 


obligations is that part of the loan should be tied as suggested above. 


They point out, however, that if $8 million w e r e to be tied in this way, 


this would leave only $2 million as support for the Egyptian balance of 


payments. This would m e a n in their view that the loan would have 


almost no value f r o m a political standpoint. They would therefore 


press that the amount of the loan should be higher than $10 million. 


19. I find great difficulty about this. To lend even so m u c h will in 


itself be likely to have substantial repercussions on our policy of 


containing our aid p r o g r a m m e . If w e are to lend $10 million to 


Egypt, w e shall have to take an even m o r e stringent view of claims for 


economic assistance by other countries. The alternative of lending 


$10 million, but without adequate safeguards that the Egyptians will in 


fact honour their obligations in the future, s e e m s to m e equally 


unacceptable. 


S . Li. 

Treasury C h a m b e r s , S. W . 1. 

Uth M a y , 1962. 
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CABINET 

A W A R D S T O P O S T G R A D U A T E S T U D E N T S 


MEMORANDUM BY THE LORD PRESIDENT OF THE COUNCIL AND MINISTER 


FOR SCIENCE 


This memorandum comments upon the memorandum of the Chief Secretary, 
Treasury (C. (62) 69). 

2. I am concerned with the postgraduate studentships awarded by the 
Research Councils in scientific subjects. Postgraduate student awards in other 
subjects are given by the Education Ministers. 

3. I am strongly opposed to the Chief Secretary's proposal that the increases 
proposed by the Education Ministers and myself should be implemented in three 
annual stages and I would most strongly urge that they be implemented in full as 
proposed in the paper. Whilst on the matter at issue between the Chief Secretary 
and the Education Ministers I favour the view of the Education Ministers, I feel 
I must urge my colleagues most strongly to implement the proposals so far as 
concerns science and technology without delay and irrespective of the decisions 
on the rest of the case. 

4. There are 3,410 current postgraduate studentships (as against only 570 
in the arts) in science and technology awarded by the Research Councils. The 
purpose of these studentships is to fit first degree graduates for careers of research. 
It is not too much to say that the entire scientific effort of the country, in defence, 
in industry, in the Universities and in pure science depends on the quality and 
quantity of this handful of men and women. Quite apart from the value of their 
work I know of no other way of ensuring that we get value for money in the sums 
we spend on research and development than that we ensure that these few people 
should be absolutely of the first quality. 

5. Postgraduate students are not paid salaries; it has been the policy of the 
Government to pay awards as allowances whilst they qualify. This is why they 
are so low. Unfortunately postgraduate students have had no increase since 1958 
(the Anderson decisions referred to in paragraph 7 of the Chief Secretary's paper 
did not apply to postgraduate awards). 

6. Since 1958 there has been an increase of 8-2 per cent, in the cost of living 
and over 14 per cent, in the items of the ordinary cost of living scale which most 
affect postgraduate students' expenditure. 

7. Postgraduate students in science and technology are recruited from the 
most-sought-after young first degree graduates in the Kingdom. Although we 
have given a salary increase to the University teachers, the cost of which amounts 
to only 3 per cent, of the whole salary bill, this has been concentrated at the lower 
end of the scale so as to give 12^ per cent, (from £800^-£900) on entry. 

8. The Ashby Committee, appointed by the Department of Scientific and 
Industrial Research to consider the value of their postgraduate awards, examined 
in detail the position of students at different universities. They came to the 
conclusion that the cost of living at an adequate standard for postgraduate 
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students was about the same whatever university they were attending. The 
Council of the Department of Scientific and Industrial Research attach major 
importance to equalising the amount of awards to postgraduate students at 
different universities. 

9. The Ashby Committee recommended that the awards should amount to 
70-75 per cent, of the income after tax which could be earned by a first degree 
Science graduate on first entering outside employment. Those with good first 
degrees in science, and technology are easily able to obtain employment, but it is 
.very much in the national interest that a high proportion of the best of them should 
receive postgraduate research training. In the postgraduate field quality rather 
than quantity of applicants is the main objective. This will not be secured if the 
studentships are inadequate in amount in relation to the rewards available 
elsewhere. Many tempting offers of postgraduate studentships in the United 
States are now made to our best first degree students. 

10. The proposals for postgraduate students under the Research Councils 
at Oxford, Cambridge and London would give an increase of 13 per cent. Including 
the cost of levelling up the studentships at other universities the overall increase 
is 17 per cent. In my view these proposals are not in any way inconsistent with 
the rest of our university policy. If they are not implemented there will be serious 
risk that too many young scientists will enter employment, or will be enlisted as 
university staff without adequate research training. There is already a marked 
falling off in the number and quality of applications for research studentships. 

11. The cost of the proposals made by the Education Ministers and myself 
in respect of the Department of Scientific and Industrial Research studentships 
is £136,000 in 1962-63, and £285,000 in 1963-64. Except in the latter year, this 
expenditure could be met from the funds which the Treasury has already offered 
to make available to the Department of Scientific and Industrial Research for 
postgraduate awards in these years. I should be prepared to ask the Council of 
the Department of Scientific and Industrial Research to meet the whole cost within 
these proposed allocations by reducing the number of studentships. The 
expenditure of the other Research Councils on postgraduate studentships is about 
15 per cent, of that incurred by the Department of Scientific and Industrial 
Research. 

12. Conclusion.—For these reasons I would most strongly urge that 
postgraduate studentships for science and technology should be increased with 
effect from 1st October, 1962, at all universities to: 

£450 per annum away from home 

£340 per annum at home 


as the Education Ministers and I proposed. 
HAILSHAM. 

Office of the Lord President of the Council and Minister for Science, 
14th May 1962. 





the entry of goods from abroad free of all kinds of tax. The effect of these Articles 
is that a diplomatist purchasing on the open market in London goods the price of 
which includes excise duty and purchase tax, is required to pay the full price 
including these elements. If, however, he imports similar goods of British origin 
which have been exported free of excise duty and tax in the normal course of 
trade, he is not, under the Convention, required to pay those taxes on reimporting 
the goods into the United Kingdom. In other words, no exemption from excise 
duty or purchase tax is sought for goods bought in the United Kingdom. It is 
sought only for goods reimported from abroad. The British delegation at the 
Convention attempted to obtain an amendment to Article 36(1) to meet the 
Treasury's point that such goods should be subject to the special imposts but the 
attempt was very heavily voted down. The Foreign Office recommendation is based 
upon the belief that it would be improper to seek to escape the effect of this vote 
by entering a reservation on the point. 

6. The second point at issue is contained in Article 37 (4) and this exempts 
from United Kingdom income tax the wages of all private servants (not being 
local nationals or permanent residents) in diplomatic households. The servants 
of Heads of Missions already enjoy this benefit. The number of servants 
accompanying diplomats other than Heads of Missions must be extremely small. 
The wish of the Treasury to subject them to income tax is not based upon the 
revenue to be derived from them so much as upon the point of principle that all 
residents in the country should be taxed. On the other hand, there are arguable 
points in favour of exemption. In the first place, the emoluments of a Third 
Secretary are paid by his Government. If the Third Secretary's nursemaid were 
to surrender part of her wages in tax, he would have to pay her higher wages and 
his own emoluments would have to be increased accordingly. Thus indirectly the 
United Kingdom Government would be imposing a tax on the sending Government 
and inviting a reciprocal burden. At the same time the tax system depends upon 
declarations by employers, and in the case of persons immune from process of 
law there is little chance of prosecuting an employer who fails to declare or makes 
a faulty declaration. 

7. Here again, however, the Foreign Office anxiety is based not so much upon 
the merits of taxing these domestics or otherwise but upon the impropriety of 
seeking to avoid the universally adopted rule by reservation on a ratification. 

8. I recommend therefore 
(i) that requisite steps be taken	 to amend the practice of the Customs and 

Inland Revenue in order to bring it in line with Articles 36 (1) and 37 (4) 
of the Vienna Convention; 

(ii) that in order to support this practice by statutory law, the necessary steps 
be taken in the projected Diplomatic Privileges and Immunities Bill 
to amend the law in the same sense. 

H. 

Foreign Office, S.W. 1, 
17th May, 1962. 



ANNEX 

EXTRACT FROM VIENNA CONVENTION ON DIPLOMATIC RELATIONS 

jf: % ^ % H* 

Article 34 
A diplomatic agent shall be exempt from all dues and taxes, personal or real, 

national, regional or municipal, except 
(a)	 indirect taxes of a kind which are normally incorporated in the price of 

goods or services; 
(b)	 dues and taxes on private immovable property situated in the territory 

of the receiving State, unless he holds it on behalf of the sending State 
for the purposes of the mission; 

(c)	 estate, succession or inheritance duties levied by the receiving State, subject 
to the provisions of paragraph 4 of Article 39; 

(d)	 dues and taxes on private income having its source in the receiving State 
and capital taxes on investments made in commercial undertakings in 
the receiving State; 

(e) charges levied for specific services rendered; 
(/) registration,	 court or record fees, mortgage dues and stamp duty, with 

respect to immovable property, subject to the provisions of Article 23. 

* * * * * * 
Article 36 

1. The receiving State shall, in accordance with such laws and regulations as 
it may adopt, permit entry of and grant exemption from all customs duties, taxes, 
and related charges other than charges for storage, cartage and similar services, on: 

(a) articles for the official use of the mission; 
(b)	 articles for the personal use of a diplomatic agent or members of his 

family forming part of his household, including articles intended for 
his establishment. 

2. The personal baggage of a diplomatic agent shall be exempt from 
inspection, unless there are serious grounds for presuming that it contains articles 
not covered by the exemptions mentioned in paragraph 1 of this Article, or articles 
the import or export of which is prohibited by the law or controlled by the 
quarantine regulations of the receiving State. Such inspection shall be conducted 
only in the presence of the diplomatic agent or of his authorized representative. 

Article 37 

4. Private servants of members of the mission shall, if they are not nationals 
of or permanently resident in the receiving State, be exempt from dues and taxes 
on the emoluments they receive by reason of their employment. In other respects, 
they may enjoy privileges and immunities only to the extent admitted by the 
receiving State. However, the receiving State must exercise its jurisdiction over 
those persons in such a manner as not to interfere unduly with the performance of 
the functions of the mission. 

*H H* *fr *H 
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(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 Y ' S G O V E R N M E N T ) 


C. (62) 77 C O P Y N O . SP. 

C A B I N E T 


N A T I O N A L A S S I S T A N C E S C A L E S 


M e m o r a n d u m by the Minister of Pensions and 


National Insurance 


In accordance with the Cabinet decision of 29th M a y (C. C. (62) 38th 


Conclusions, Minute 5) I have discussed further with the C h a i r m a n of the 


National Assistance Board the proposals which he has in m i n d to put 


forward for improvements in National Assistance scale rates. 


2. The C h a i r m a n is very unhappy at the suggestion that the improve
m e n t in the scale rate for single householders should be at no higher rate 
than 3s. 6d. H e feels that an increase limited to this amount would not 
only involve, a substantial departure f r o m what has been the practice of 
the Board for a good m a n y years - see m y m e m o r a n d u m C. (62) 85, para
graph 7 - but would involve the risk of fresh pressure on the rates at an 
early date. He also feels that recent and impending changes, e.g. , 
increases in fuel prices, cause particular hardship to the single house
holder on National Assistance. In the light of these considerations and 
of the virtual erosion of the value cf the.increases granted in April, 
1961, he would feel great difficulty in c o m m e n d i n g to his Board an increase 
in the single householder rate of less than 4s. 

3. O n the other hand he does feel, as indicated in m y earlier paper, 


that recent changes in scale rates have tended in s o m e m e a s u r e to favour 


the married householder. H e would therefore be prepared to r e c o m m e n d 


an increase of 5s. 6d. only in the married householder scale rate, as 


against the 6s. which he originally put forward. 


4. In deference also to the G o v e r n m e n t s wish to keep the cost of the 


increase on this occasion to the lowest reasonable figure he would, 


provided that the 4s. single householder rate is acceptable, be prepared to 


m a k e a substantial departure f r o m past practice in respect of the single 


non-householder rate. Since 1948, w h e n the single householder and single 


non-householder rates w e r e fixed respectively at 24s. and 20s. , both have 


been successively increased by the s a m e amount with the result that the 


single non-householder rate n o w stands at 4 9s. 6d. c o m p a r e d with 


53s. 6d. for the single householder. O n this occasion, on the basis of a 


4s. increase in the single householder rate, the C h a i r m a n would be 


prepared to r e c o m m e n d to his Board an increase of 2s. only in the single 


non-householder rate. H e emphasises, however, that he does not feel 


that he could reasonably be expected to put forward at the s a m e time two 


restrictive departures f r o m past practice, that is, both a single house
holder rate with virtually no provision for increases in prices in the 


future and an increase for the non-householder at a lower rate than for 


the householder. 




5. I also discussed with the C h a i r m a n the question of the operative 


date. A s the Cabinet will recall, his original proposal w a s 10th September. 


O n the assumption that the affirmative resolutions of both Houses have 


been obtained by the end of July, this date would allow plenty of time on 


past precedents for the Board to bring the n e w scale rates into operation. 


The C h a i r m a n emphasised the great difficulty of appearing deliberately 


to delay implementation and so denying the poorest section of the popula
tion an increase in rates required in order m e r e l y to restore the real 


value of the scales to what they w e r e rather m o r e than a year ago. If, 


however, they did involve s o m e m e a s u r e of provision for the future, a 


modest further delay, though embarrassing, is one which he feels that he 


could face. O n the basis, therefore, of a 4s. single householder rate, 


the C h a i r m a n could be persuaded to put forward 24th September as 


operative date. I should add that he does feel that in any event an 


October date would be m o s t unhappily received. 


6. T h e effect of these changes in the C h a i r m a n 1 s original proposals 


is to reduce the annual cost of the i m p r o v e m e n t s f r o m the approximately 


£22 million a year given in m y earlier paper to £ 2 0 j million (as against 


the Chief Secretary's proposals costing £17 million). The postponement 


of a fortnight in operative date would additionally save, in the current 


year, something of the order of £800,000. 


7. M y o w n judgment is that, while the proposals in their present 


form are at a level which is liable to expose the Board and the Govern
ment to s o m e criticism on the grounds of severe treatment of the poorest 


section of our population, they are on grounds of social policy and of 


economical administration sensible w h e n taken together,, M y o w n 


experience is that the B o a r d are right in their view that it is the single 


householder, often an old person living alone, w h o finds things m o s t 


difficult. O n the other hand I think that it would be of value for the 


future to establish a precedent for making a smaller increase in the 


provision for the non-householder than is m a d e for the householder. I 


agree, however, with the Board's view that it would really not be 


practicable to do so unless w e can m a k e at the s a m e time for the single 


householder an i m p r o v e m e n t which it can be argued is at any rate in 


line with our practice over the last ten years. I also endorse the 


Board's view that an October date is simply asking for trouble. E v e n 


24th September, as suggested above, will involve a good deal of 


criticism. 


8. I have discussed this matter with the Chief Secretary, Treasury, 
who, in the light of the views expressed by the C h a i r m a n of the Board, 
is prepared to acquiesce in these n e w proposals for the respective 
amounts and the date. H e thinks, however, that, if the single house
holder^ rate is raised n o w by 4s, , it should not be a s s u m e d that next 
time it will be necessary to raise this further by m o r e than 2s . 6d. or 
3s. 

J.A. B . -C. 


Ministry of Pensions and National 


Insurance, W . C. 2. 


1st June, 1962. 
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C A B I N E T 

T R A W L E R , S U B S I D I E S 

MEMORANDUM BY THE SECRETARY OF STATE FOR SCOTLAND AND THE MINISTER 
OF AGRICULTURE, FISHERIES AND FOOD 

We feel that we should draw the attention of our colleagues to the situation 
which has arisen in connexion with the subsidy proposals for the trawler fishing 
industry. 

Background 
2. The background is that last year the Government accepted the 

recommendation of the Committee on the Fishing Industry under the Chairmanship 
of Lord Fleck that the trawling industry had a reasonable prospect of becoming 
self-supporting in 10 years if they were given help to adjust themselves to new 
conditions, and if in the meanwhile operational subsidies were provided which 
would be reduced year by year. What had to be settled was the starting rate for 
the subsidies for the different sections of the fleet. After much argument between 
the Government and the different trawling interests, agreement was eventually 
reached on what these rates should be. The agreement was embodied in a 
published exchange of letters between the Government and the two Associations 
(the British Trawlers Federation (B.T.F.) and the Aberdeen Owners Association) 
and announced to Parliament in the Second Reading of the Sea Fish Industry Bill. 

3. The agreement provided that there should be a basic subsidy for trawlers, 
decreasing annually by between 1\ and 12^ per cent.; that the initial rates should 
be £15 per day at sea for distant water (over 140 ft. in length); £13 for middle water 
trawlers (110 ft.-140 ft.); and £9 for near water trawlers (80 ft-110 ft.) and in 
addition, supplementary subsidies should be available for particular groups of 
trawlers in special difficulties, subject to a total of £350,000 in any one year and 
£2^ million over the 10-year period. Apart from the starting rates of basic subsidy, 
these arrangements are provided for in the Sea Fish Industry Bill, and the starting 
rates are to be embodied in a statutory scheme requiring Affirmative Resolution 
as soon as the Bill becomes law. 

Views of Scottish Trawler Owners 
4. The Scottish trawler owners have now told the Secretary of State in no 

uncertain terms that the agreement made last year is no longer acceptable to them. 
The Granton owners have left the B.T.F. on this account and the Aberdeen 
owners say that they made a grave mistake in putting their name to the agreement. 
Their main argument is that they did very badly in 1961: are continuing to do 
badly this year; and can see no prospect of being able to operate economically 
during the 10-year period of the Governments policy. They claim that it is 
wrong to make viability in 10 years a condition of assistance as this does not 
aPPiy; for example, to their competitors in agriculture. For these reasons they 
are asking that the initial basic subsidy rates for near and middle water trawlers 
should be more than doubled. 
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Views of the English Trawler Owners 
5. The English trawler owners, on the other hand, have adhered firmly to the 

agreement made last autumn and are not asking for any revision of the basic subsidy 
rates. 

Current- Position 
6. All sections of the near and middle water fleet did badly in 1961. Scottish 

trawlers made losses averaging about £3,600 per vessel after depreciation. In 
England and Wales the overall average loss was about half that of the Scots, though 
for some ports, such as Grimsby, and for some sections at other ports, the average 
loss was higher than the Scottish average. On the other hand nearly all sections of 
the near and middle water fleet both in Scotland and in England made an operational 
cash profit in 1961 if depreciation is excluded. Nearly all sections have continued 
to do badly in the first months of this year. The distant water fleet made an average 
profit of £3,600 in the year to 30th September, 1961 (after providing for depreciation), 
but like the rest of the fleet have been doing badly since. 

7. As a result of these bad times some 30 small companies in Great Britain 
have defaulted on payments to the White Fish Authority on loans made by the 
Authority for new vessels. In all some £350,000 is owing on 90 vessels. This is 
split about equally between England and Wales on the one hand and Scotland 
on the other. If the Authority (who finance loans for trawlers out of advances 
from the Exchequer) could be given a moratorium by the Treasury so that they 
could go easy with defaulters, the situation might be temporarily relieved (though 
not for those owners who have borrowed from other sources) and most of the 
trawlers would probably continue fishing. This proposal is being discussed with 
the Treasury but in itself will not satisfy the Scottish owners. 

Possible Courses of Action 
8.—(a) The Government could stand on the letter of the agreement with the 

Industry and introduce a subsidy scheme giving effect to the starting rates fixed 
last autumn; or 

(b) they could increase the starting rates for near and middle water trawlers 
either unilaterally or by reopening negotiations. 

Views of the Secretary of State 
9. The Secretary of State for Scotland recognises that there are cogent 

arguments in favour of the first course but feels that consideration should be given 
to the second course for the following reasons : 

(a) The repudiation of the agreement by the Scottish owners is a fact that must 
be taken into account because the Government entered into the 
agreement on the footing that it was acceptable to all trawler owners. 

(b)	 Scottish trawlers made substantial losses in 196.1 and with the subsidies 
fixed last year the prospects for 1962 are worse; these facts should be 
taken into account in fixing the starting rates for a 10-year period of 
annually decreasing subsidies. 

(c) If the Scottish fleet cannot become self-supporting in 10 years a reduction 
in its size may be inevitable; but the process should be gradual and they 
should be given a fair chance by getting the starting rates right. 

(d)	 Revision of the starting rates now would accord with the conclusions 
reached by the Government on the Fleck Report as set out in the 
White Paper of last August (Cmnd. 1453). 

(e)	 If nothing is done there will be political trouble when the subsidy Order 
comes before the House. 

10. The Aberdeen trawler owners have said that they signed the agreement 
last year under strong pressure from the B.T.F. which they allege is dominated by 
distant water trawler owners. They have also said that many of the owners of 
near and middle water trawlers in England and Wales share their views about the 
inadequacy of the present starting rates and this may well be reflected in the debate 
on the subsidy Order. 



11. The Secretary of State appreciates that any increase in starting rates for 
near and middle water trawlers will be opposed by the B.T.F.—even if fhe distant 
water rate is left at £15; but their views are unlikely to command much political 
sympathy. On the other hand to let the agreement stand will give rise to political 
trouble. During the Debates on the Sea Fish Industry Bill the Government were 
constantly criticised both by Back Benchers and by Members of the Opposition 
for being far too generous to the big combines in the distant water section of the 
industry (and increased profits declared by some large companies this year will 
give further substance to these criticisms). The Scottish owners have made it clear 
that they will do everything in their power to oppose the subsidy scheme and it 
would be surprising if they did not receive support from near and middle water 
owners in England and Wales. 

12. If the distant water starting rate is not reduced—and it could not be 
without breach of the agreement—any increase in the starting rates for near and 
middle water trawlers would add to the cost to the Exchequer and the Secretary 
of State appreciates that this would cause difficulties for the Chancellor. Doubling 
of these rates, for example, would cost an additional £1-4 million in the first 
year and progressively smaller amounts in later years. Against this could be 
set some savings this year in supplementary payments (paragraph 3) and in the 
cost of a moratorium to the White Fish Authority mentioned in paragraph 7. 

Views of the Minister of Agriculture, Fisheries and Food 
13. The Minister of Agriculture, Fisheries and Food considers that the 

Government should stand by the Agreement voluntarily entered into by all sides 
last autumn and to which the B.T.F., representing 550 of the 680 British trawlers, 
are still willing to adhere. The principle reasons for this view are: 

(a)	 The present critical situation is exaggerated. The majority of near and 
middle water trawlers made an operational surplus in 1961 (excluding 
depreciation). 1961 is the first year for some time that the Aberdeen 
owners have done badly as their main groups of vessels made substantial 
profits in previous years. 

(b)	 Cases of hardship could be met to some extent by way of a moratorium as 
proposed in paragraph 7. This, together with the contribution of 
supplementary payments, would relieve the burden where it is most felt. 

(c) If the agreement were to be torn up and negotiations were to be reopened, 
the B.T.F. can be expected to put forward demands like Aberdeen 
for very much higher rates but preserving present relativities between 
distant, middle and near water vessels. This would cost very much 
more. Alternatively, those ports that have no distant water interests 
might agree to higher rates for near and middle water trawlers, but 
this would certainly not be accepted by the other ports and might well 
break up the B.T.F. 

(d)	 Any reopening of the basic subsidy rates for near and middle water 
vessels only would be a major reversal of Government policy and a 
repudiation of the Fleck Report which recommended temporary 
assistance to the fishing industry on a basis of cost and catching 
capacity and not on need, with the objective of encouraging more 
efficient sections of the fleet to expand. 

(e)	 A new settlement could not be agreed with the industry unless the 
Government accept substantial increases in subsidies that would 
maintain existing relativities. Scottish owners no longer accept the 
existing agreement. The B.T.F. would not be able to accept any 
proposals that vary from the agreed relativities. 

(/) While the Minister of Agriculture	 agrees with the Secretary of State that 
we are obviously in for considerable political pressure when the order 
to raise near and middle water rates is. debated we can at least rest 
on the fact that we have agreement with the B.T.F. which represents 
85 per cent, of the industry. If we were to break faith with them and 
go back on our agreement, although we might pacify certain near and 
middle-water interests, we would be faced with the open opposition of 
the B.T.F. which would be worse. 



14. Fishing fluctuates considerably from year to year. It is unfortunate 
that a bad year has coincided with the first year of the new policy but it would 
be wrong for the Government to base their long-term policy over the next 10 years 
on the poor results of one year. As suggested, the right way is to deal with this 
by way of a temporary moratorium for individual. companies on payments due 
to the White Fish Authority which, together with supplementary payments, should 
tide the industry over the present bad patch. If however bad times continue 
for say two or three years, it would then be time to consider what, if anything, 
else should be dgne to prevent economic forces taking their course. 

Conclusion 
15. We have been unable to reach agreement and we ask our colleagues for 

their views. 
J. M. 
C. S. 

1st June, 1962. 
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ANNEX 


COMMONWEALTH ORGANISATIONS: IMMUNITIES A N D PRIVILEGES 

f) p	 REPORT PREPARED IN THE CABINET OFFICE 

At their meeting on 19th December, .1961, the Cabinet called for a further 
report on four points— ' 

(a)	 the nature and scope of the legislation required to implement the 
Commonwealth Secretary's proposal that immunities and privileges 
should be conferred on Commonwealth organisations and their staffs; 

(b)	 how far a satisfactory result could be obtained by means not involving 
legislation—for example, by attaching members of the organisations 
to the offices of their respective High Commissioners in London; 

(c) what Commonwealth organisations were already in existence or likely to 
be created for which immunities and privileges would be wanted; 

(d)	 how far international organisations and their staffs had been permitted to 
enjoy the.full range of immunities provided for by the International 
Organisations (Immunities and Privileges) Act, 1950. 

Nature and Scope of Proposed Legislation 
2. The proposal made by the Commonwealth Secretary would involve 

legislation for the same purpose as, but not necessarily on parallel lines with, the 
Act of 1950. The legislation Would cover organisations

on which Britain and one or more Commonwealth Governments were 
represented; 

which were jointly financed by the Commonwealth Governments 
represented in the organisations; and 

which had a permanent establishment of servants who were not responsible 
to any one Commonwealth Government. 

The principle underlying the legislation would be that the status, immunities and 
privileges applicable in respect of Commonwealth organisations should not be 
less favourable or more favourable than those in respect of other international 
organisations. 

3. The legislation would state the maximum immunities and privileges that 
could be granted and would provide for Orders in Council to prescribe the 
immunities and privileges to be accorded to the individual organisations and their 
staffs within the maxima laid down by the Act. The 1950 Act is framed in that 
way. As Commonwealth organisations generally have no written or formal 
constitution, further consideration would have to be given to the questions whether 
or not a formal agreement should be required by the statute and, if an agreement 
is required, whether or not provision should be made, as in the Act of 1950, that 
the immunities and privileges conferred should not be greater than those required 
by the agreement to be conferred. The Federation of Rhodesia and Nyasaland 
would rank as a separate Commonwealth Government for the purposes of the 
proposal, but the Government of the Irish Republic would not. 

Solutions not, Involving Legislation
4. The problem could not be solved by attaching the staff of Commonwealth 

organisations to the appropriate High Commissioner in London: 
(i) This	 would not make the Commonwealth organisations equal in status 

with other international organisations. 
(ii) The	 chairman, secretary and other senior staff affected would become 

identified with a particular Commonwealth country when the aim is 
that they should be independent " Commonwealth civil servants ". 

(iii) Such	 attachment might be precluded in practice by the strict rules 
governing the eligibility of persons for addition to the diplomatic list. 

(iv) It would not, without specific legislation, solve the income tax problem. 
(v) It would not of itself entitle the organisations or the attached persons to 

any immunities or privileges whatever. 



5. No one has been able to think of any other administrative device; and it 
is clear that no such device would meet the Commonwealth Secretary's main 
objective of equating the status of Commonwealth organisations with international 
organisations. If the proposal is to be pursued, therefore, legislation is inescapable. 

The Commonwealth Organisations Concerned 
6. A number of organisations already in existence fulfil the conditions 

described in paragraph 2 above and could be affected by the proposed legislation. 
These organisations are: . 

The Commonwealth Education Liaison Unit 
The Commonwealth Eoonomic Committee 
The Commonwealth Agricultural Bureau 
The Commonwealth Telecommunications Board 
The British Commonwealth Scientific Committee and Working Party 
The Commonwealth Shipping Committee 
The Commonwealth Institute 

They, the Government representatives, the organisations' officials and staff would 
be eligible for immunities and privileges in accordance with the legislation. If, 
however, unlike the Act of 1950, the legislation excluded citizens of the United 
Kingdom and Colonies and persons already resident here, its provisions conferring 
immunities and privileges on representatives, officials and staffs would apply in 
respect of two persons only, that is, one person in the Commonwealth Education 
Liaison Unit and one person in the Commonwealth Economic Committee. All 
the senior staff of the other organisations appear to be United Kingdom citizens 
only or resident in the United Kingdom. 

There is a project to establish a Commonwealth English Language Centre. 
If this is set up in London as at present planned, it would fulfil the conditions and 
would come within the scope of the proposed legislation. 

7. There exist some further Commonwealth organisations which do not 
as at present organised fulfil the conditions, for example— 

The British Commonwealth Forestry Conference and Standing Committee 
The Committee on Overseas Road Research 
The Commonwealth Air Transport Council 

The Commonwealth Aeronautical Advisory Research Council 


Any of these might at some future date (though there are at present no signs of 
this) reorganise their finance and administration so as to qualify. 

Practice under the Act of 1950 
8. The immunities and privileges provided for in the Act of 1950 represent 

a maximum scale which under section 1 (2) of the Act may not be applied to an 
extent greater than is necessary to give effect to the obligations undertaken by the 
Government under the agreement whereby a particular organisation is established. 
The effect of these agreements is summarised in the Annex to the memorandum 
circulated to the Cabinet by the Lord Chancellor (C. (62) 80). 

Cabinet Office, S.W. 1, 
22nd May, 1962. 
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CABINET 

IMMUNITIES AND PRIVILEGES 

MEMORANDUM BY THE LORD CHANCELLOR 

The Prime Minister recently asked me to carry out a comprehensive review of 
the problem raised by proposals for extension of diplomatic immunities and 
privileges. The Cabinet will recall that in December 1961 when they considered 
a proposal to extend these immunities and privileges to Commonwealth organisations 
(C.C. (61) 75th Conclusions, Minute 7), they asked for a report on four points; that 
report has been circulated separately under cover of C. (62) 79. In the paragraphs 
below I set out: 

I.—The occasions on which the problem is likely to come before Parliament 
this Session and next Session. 

II.—The general case in favour of granting immunities and privileges. 
III.—The arguments for taking a restrictive line. 
IV.—The course which I think it might be prudent and practicable to pursue. 

The Annex describes how immunities and privileges have grown up (Part I) and 
the present state of play (Parts II and III). 

I.—Occasions when the Problem will come before Parliament 
2. The problem arises mainly from the rapid growth of international 

organisations nearly always linked with proposals that immunities and privileges 
should be accorded to the organisations themselves and to their staffs. Such 
proposals meet an unsympathetic response from a substantial number of members 
of both Houses of Parliament, and in consequence the Government is involved in 
unpleasant argument every time a proposal comes before Parliament. There are 
safeguards against abuse of the system; but the existence of these safeguards has 
not brought any abatement of the recurring criticism. 

3. If a place can be found for it in next Session's legislative programme, the 
Foreign Secretary wishes to bring forward a Bill to enable the United Kingdom 
to ratify a convention which was negotiated in Vienna last year on behalf of 81 
nations. This is likely to be mainly a consolidating measure. The Bill might run to 
about 20 clauses but it would be limited to the treatment appropriate to foreign 
and Commonwealth envoys and their staffs. It would not affect the position of 
international organisations, whether of foreign or of Commonwealth countries. 

4. If we join the three Communities of the Six (the European Economic 
Community, the European Coal and Steel Community and EURATOM) we shall 
be expected to confer on these institutions and their officials the immunities and 
privileges they now enjoy in the other countries of the Six. There are at present 
nearly 6,000 officials; and, although only a few of these would be in this country 
and qualified for immunities at any one time, the number will grow. It might be 
possible to provide for this extension of immunities and privileges by a series of 
Orders in Council under the International Organisations (Immunities and Privileges) 
Act, 1950, but the better course will probably be to include provision in the general 
body of legislation to secure entry into the Common Market. 
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5. The Act of 1950 sets out a maximum scale of the immunities and privileges 
which may by Order in Council be accorded to international organisations and their 
staffs. The Orders in Council require affirmative resolution in both Houses. Orders 
in respect of the International Wheat Council and the Central Treaty Organisation 
will come before the House during the current Session. At the present time 
departmental discussions are going on about two major organisations—the 
European Space Research Organisation (E.S-R.O.) and the European Launcher 
Development Organisation (E.L.D.O.)—and it appears likely that draft Orders will 
be presented, for these organisations and possibly for adjustments in the treatment 
given to one other next Session. (Perhaps I may note at this stage that in May 1961, 
draft Orders for the European Free Trade Association and the Organisation for 
Economic Co-operation and Development gave rise to no small debate in both 
Houses.) 

6. If it were decided that Commonwealth organisations and their staffs should 
be treated on the same footing as international organisations, it would be necessary 
to legislate to set up for them a system broadly similar to that in the Act of 1950: 
in each case Orders in Council would have to be made to define their immunities 
and privileges. Depending on the criteria in the Act which an organisation would 
have to satisfy before qualifying for immunities, at least two and possibly as many 
as eight Orders would be required. 

7. At worst, therefore, we may be faced with debates this Session on two 
Orders in Council and next Session on two Bills if not three, plus ten or more 
Orders in Council. That is a daunting prospect and quite apart from the questions 
discussed in this paper some consideration may have to be given to Parliamentary 
tactics. 

II.—The General Case in Favour of Granting Immunities and Privileges 
8. The principle known as " sovereign immunity " is fully and generally 

recognised as applying to diplomatic envoys and their immediate staffs. Derived 
from the principle that an envoy, as representing his sovereign, could no more be 
subject to the jurisdiction of the receiving State than could that sovereign himself, 
this immunity was in less civilised times (and still is in less civilised countries) a 
practical necessity. Envoys must be independent of the jurisdiction and control 
of the Governments to which they are accredited and for the proper fulfilment of 
their functions they must be accorded immunities and privileges which insulate 
them from the domestic law of the receiving States. The same principle applies 
—but with less universal acceptance—to State bodies of one sort and another, 
such as Intourist and the trading organisations maintained by Soviet bloc countries. 
Although the complex duties of a professional diplomat may be said nowadays to 
include activities in commercial, economic, financial, cultural and other respects 
which call for the attachment to the staff of his Mission of a variety of specialist 
advisers with their office personnel it does not necessarily follow that all these 
activities ought to attract immunities. In 1952 the United States Administration 
issued an official declaration to the effect that they would not recognise commercial 
or quasi-commercial activities as covered by the general principle. The principle 
has been subjected to even greater strain by the growing practice, over the past 
50 years or so, of extending immunities and privileges to organisations and persons 
more and more remote from the immediate circle of diplomatic envoys and their 
retinues. The organisations for which (or the officials of which) a greater or lesser 
degree of immunity has been sought range from the major international bodies 
(such as the United Nations and its specialised agencies and the institutions of 
the Common Market) whose main function may be said to be making policy or 
advising on or co-ordinating the making of policy, to bodies which are mainly 
technical, executive or even quasi-industrial. Examples of this latter class are 
afforded by Eurocontrol (which has a limited degree of immunity) and E.S.R.O. 
and E.L.D.O., the question of whose immunities is at present being negotiated. 
It is not difficult to accept that the Secretary-General and other officials of the 
United Nations and its agencies should as a matter of general principle be accorded 
immunities and privileges. The arguments applying to other cases owe less to 
principle than to political, economic and administrative considerations. 

9. These considerations may be summarised: 
(a) Political.—It can reasonably be argued that the immunities and privileges 

accorded by this country should be neither more nor less generous 



than the treatment given by other countries. If, on whatever grounds, 
we appear to be dragging our feet about immunities in the international 
discussions which precede the signature of conventions or agreements, 
we may lose the goodwill of other countries and our political influence 
may, in consequence, decline. In some cases the prospect of securing 
additional influence through the establishment of a new organisation 
here in preference to elsewhere would be lost. Considerations Of this 
kind may be of special importance in connexion with Commonwealth 
organisations which for reasons of policy we are anxious to promote. 
It may equally be in our national interest to award a privileged 
position to an international organisation and its officials where this 
will enhance its and their status, prestige and influence. 

(b)	 Economic.—There would obviously be some advantage in attracting the 
foreign currency which would be brought in by having the headquarters 
of an international organisation in this country. Moreover, 
establishment here may.improve the prospect of orders being placed 
with British manufacturers for industrial equipment required by the 
organisation. Our policy on immunities and privileges should 
therefore be as forthcoming as possible. 

(c)	 Administrative.—There are obvious difficulties about taxing the 
organisations themselves. There is no general advantage in each of 
the member countries contributing to the revenue of the host country. 
So far as officials employed by these organisations are concerned, there 
are advantages, where they are being switched from country to country, 
in having scales of salary that do not need to have regard to the varying 
rates of tax of different countries. The criticism that officials ought 
not to be tax-free is met in some cases where organisations operate 
their own staff assessment schemes (based on sliding scales) and levy 
a form of internartaxation on their officials. 

10. The hostile critic may see in these points a certain desire to keep up 
with the Joneses and perhaps a tendency to go in for horse trading. He may well 
feel that there is something improper in bartering immunities against foreign 
trade or currency: indeed, if this is a legitimate form of bargaining, it is difficult 
to see where a line is to be drawn. Nevertheless, it would be a mistake to discount 
the points too heavily. It is a fact of international life that if we want to exercise 
influence we must pay in some form or other to secure it. From enquiries which 
have been made by our representatives in Paris, Bonn, Brussels and The Hague I 
have the impression that the general tendency of the four Governments is towards 
a liberal interpretation of the obligations which they have assumed under treaties 
relating to privileges and immunities of international organisations. 

III.—The Arguments for taking a Restrictive Line 
11. Although it is sometimes said that the objections to the grant of 

immunities are overstated and based on arguments which are emotional rather 
than strictly logical, I consider that among the objections frequently advanced 
there are two which carry considerable weight. 

12. One argument is based on the fundamental principle of the rule of 
law. It is, particularly in the eyes of those brought up in the law, unsatisfactory, 
whether in civil or in criminal proceedings, that there should be any inequality 
before the law between one person and another; and unsatisfactory that if a citizen 
suffers financial or other injury he should be unable to obtain proper remedy in 
the courts. The need for envoys and their immediate staffs to have immunity from 
suit is recognised and (although the need in most parts of the world may. not now 
be so great as it once was) there are still areas where this and other immunities 
may be important. But every extension of immunity means further exception to 
the application of the rule of law and is, therefore, prima facie unacceptable, 
particularly when the extension is to the advantage of persons and Organisations 
whose functions are not in the ordinary sense diplomatic. At present between 
250 and 270 persons connected with international organisations are resident in 
this country and entitled to immunities and privileges. Other, in numbers which 
are incapable of close estimation but must amount to a few hundred a year, 
come here on private or official ,visits or to attend meetings and conferences. The 
numbers resident in the United Kingdom would not be affected by the four orders 



relating to international organisations referred to in paragraph 5 of this 
Memorandum, but the Commonwealth organisations mentioned in paragraph 6 
would, depending on how widely the net is cast, add as few as two or as many 
as 600 persons. 

13. The other argument relates to social circumstances and is less easy to 
state. There is a widespread awareness of the gap which has developed between 
the original theory and modern practice. The modern practice is associated in 
the minds of many people with the sharp difference between the standard of living 
known to be enjoyed by the diplomat or the international civil servant when he 
is in post abroad and when he is at home; and the difference is, perhaps rather 
vaguely, attributed in the main to immunities and privileges. The demand for 
immunities and privileges is regarded (maybe with some envy) as a device for 
securing emoluments which are not really relevant to the job to be done. This 
odium which attaches to privilege may be unjust and regrettable, but the feeling 
is strong and in these egalitarian days it is a force to be reckoned with. 

IV.—The Course we might pursue 
14. I believe that it is right to take the utmost care, in all our dealings with 

immunities and privileges, to limit what is granted to what is required for the 
necessities of each case. This would involve the adoption of a definite principle 
and a stiffening of our attitude towards the granting of immunities and privileges. 

15. If my colleagues accept that broad approach, I would suggest some 
specific points for consideration: 

(a)	 In determining whether a given international organisation should be 
eligible for immunities and privileges we should apply, as a general rule, 
the distinction indicated in paragraph 8 above, and should be disposed 
to admit bodies whose primary function is the making or co-ordination 
of policy and to exclude others. I recognise that in the past we have 
conferred immunities on organisations which might not qualify under 
this test, but, although it may be difficult to decline to follow exact 
precedents, I do not think this fact is, in itself, sufficient to deter us 
from aplying that test in future. 

(b)	 The particular immunities and privileges accorded to an organisation as 
such should be those which appear to be required to enable its functions 
to be discharged effectively. That these immunities and privileges may 
be limited, even in the case of major international bodies, is 
demonstrated by the fact that the organisations of the Six may be sued 
(although their officials have a fairly high degree of immunity). If 
these organisations are capable of functioning without complete 
immunity, I think we should be very slow to conclude that other 
organisations require immunity merely because of their international 
characters. 

(c) Similarly,	 the scale of immunities to be accorded to persons within an 
organisation should be those required for the discharge of their 
functions. Refusal of immunity to the organisation may make the 
question of immunity of its officials less important, since an injured 
party will be able to obtain redress against the organisation. But the 
principle of equality before the law requires us (particularly in respect 
of criminal acts) not to grant to officials immunities beyond those 
required for the proper functioning of the organisations for which they 
work. In deciding what is the proper scale, we shall have to examine 
carefully the circumstances of each organisation. 

(d)	 In applying the general tests suggested at (a), (b) and (c) above, we should 
not ignore the extraneous political and economic arguments for 
granting immunities and privileges to organisations and persons not 
otherwise eligible; but we should examine these arguments critically 
in each case and should not accept them unless we believe they would 
stand scrutiny in Parliament. 

(e)	 Having admitted immunities and privileges for Commonwealth diplomats, 
we should accept in principle that Commonwealth organisations which 
would qualify if the members were foreign countries should have 
treatment comparable with that given to international organisations: 



no more and no less. This means that agreements will have to be 
negotiated, reciprocity arrangements made and a Bill prepared. In 
view of the large number of Commonwealth organisations which have 
operated for many years without immunities and privileges we should 
ensure, before taking on specific commitments, that all the requisite 
alterations in Constitution and finance have been or will be made. 

(/) Special care should be taken to ensure that the immunities and privileges 
accorded to United Kingdom citizens employed in this country do 
not go beyond the treatment which is now customary-immunity for 
official acts. 

16. Finally, it appears to me particularly important that United Kingdom 
negotiators of international conventions should in every case receive clear 
instructions at an early stage in the negotiations. It is very difficult for them 
to put forward proposals which other countries may consider restrictive if they 
are required to do so for the first time at a stage in the negotiations when a more 
liberal draft has been under discussion for a long time and has not been adversely 
criticised. It is, in my view, essential that there should be effective machinery 
for inter-departmental consultations and that it should be set in motion at the 
earliest possible opportunity in each case. 

K. 

House of Lords, S.W. 1, 

22nd May, 1962. 




ANNEX 


PART I 


History of Diplomatic Privileges and Immunities 


1. It has always been accepted that the Head of a foreign State is immune 
from the civil and criminal jurisdiction of the Courts of any other State. This 
doctrine derives from the principle that jurisdiction cannot be exercised over 
an equal and, as between themselves, all Heads of State are equal. At common 
law the immunity of the Sovereign was extended to his representative and the 
Ambassadors of foreign States could neither be sued nor prosecuted in the 
English Courts. In the past it was certainly true that no Ambassador could have 
discharged his duties properly if he had not been free from any risk of legal 
process. The necessity for diplomatic immunity is still very real in some countries. 

The extension of these immunities to the staff of the Ambassador is now 
generally accepted, although there have at times been doubts about this. For 
example, in 1653 the brother of the Portuguese Ambassador, who was also a 
member of his retinue, was tried, convicted and executed for murder. But at 
present most countries, including the United Kingdom, do not claim jurisdiction 
over any member of an Ambassador^ staff (unless, of course, the immunity is 
waived by the Ambassador). 

2. The earliest legislation on this subject was the Diplomatic Privileges Act 
of 1708, passed in consequence of the arrest for debt of the Russian Ambassador. 
It expressly provided than any process against a foreign Ambassador should be 
null and void and its issue a criminal offence. This Act did not extend the 
scope of diplomatic privileges or immunities since it was merely declaratory of 
the Common law. 

3. Until the end of the 19th century privileges and immunities were 
restricted to foreign Sovereigns, their Ambassadors and staffs and their property. 
The first suggestion that immunities should be conferred on non-diplomatic persons 
is to be found in The Hague Convention of 1899 (which first provided for the 
settlement of international disputes by arbitration): it provided for the Arbitrators 
being accorded diplomatic privileges. The provision was also included in The 
Hague Convention of 1907 and in the Statute of the Permanent Court of 
International Justice of 1920. At the same time as this Statute was enacted, 
privileges were conferred on the Officials of the League of Nations: Article 7 
of the Covenant provided that they should, when engaged on the business of the 
League, enjoy diplomatic privileges and immunities. It is to be noted that when 
not so engaged they were not immune from process and in fact there is an 
example of the Secretary-General of the League being held to be amenable to 
the jurisdiction of the French Courts in respect of a claim for maintenance by 
his wife. 

4. The Second World War was the occasion of considerable extension of the 
practice of conferring privileges and immunities. The presence of foreign Allied 
Governments in the United Kingdom made it necessary for Parliament to enact 
the Diplomatic Privileges (Extension) Act of 1941, conferring certain privileges 
on the members and officials of those Governments. The Diplomatic Privileges 
(Extension) Act of 1944 gave power to the Crown to confer privileges on 
international organisations and their officials and on the representatives of foreign 
States attending international conferences. This Act was passed in contemplation 
of the creation of the United Nations Organisation (U.N.O.) and in 1946 a third 
Diplomatic Privileges (Extension) Act gave the Crown the wider powers of 
conferring the privileges required by the Convention adopted by the First General 
Assembly of U.N.O. In 1947 the General Assembly adopted another Convention 
providing for the unification of privileges to be enjoyed by U.N.O. and the 
Specialised Agencies, and two years later the Council of Europe also adopted a 
general agreement on privileges and immunities for the representatives of its 
members and the Secretariat. Effect was given to these Conventions by Orders 
in Council made under the Acts referred to above. 



5. The Act of 1944 was further amended by the Diplomatic Privileges 
(Extension) Act of 1950. Later in the same year the earlier legislation was repealed 
and replaced by the International Organisations (Immunities and Privileges) Act of 
1950, which prescribes the privileges and immunities which may be accorded to : 

(a) International organisations of which the United Kingdom is a member, 
their staffs and staffs' families, and representatives from member 
countries of those organisations. 

(b)	 The Judges and members of the International Court of Justice and other 
persons having business there. 

(c)	 Foreign representatives and their staffs attending international conferences 
in the United Kingdom. 

6. The next statutory development was the enactment of the Diplomatic 
Immunities (Commonwealth Countries and Republic of Ireland) Act of 1952, which 
conferred diplomatic privileges and immunities on the High Commissioners of 
the Commonwealth countries and on the Irish Ambassador, to whom the earlier 
legislation was not applicable. 

7. Finally, the Diplomatic Immunities Restriction Act of 1955 was enacted. 
This gave power to withdraw certain existing immunities from foreign diplomats 
and excluded United Kingdom citizens from the enjoyment of those immunities. 

PART II 

Note on Immunities and Privileges Granted in the United Kingdom to international 
Organisations and Persons connected with them 

1. . Ordinarily international organisations of which Her Majesty's Government 
in the United Kingdom is a member would be accorded immunities and privileges 
by means of Orders in Council made under the International Organisations 
(Immunities and Privileges) Act of 1950. The schedule to the 1950 Act lists the 
maximum scales of immunities and privileges which may be conferred. Because 
a proviso to the Act restricts the extent of the immunities and privileges granted to 
any person by Order in Council to that required to be conferred by the appropriate 
international agreements, the immunities and privileges accorded in respect of 
individual organisations vary considerably. There are organisations whose 
immunities and privileges are minimal; for example, the Commission for Technical 
Co-operation in Africa South of the Sahara enjoys only the legal capacities of a 
body corporate. 

2. The great majority of the organisations enjoy immunity from suit and legal 
process in their corporate capacity. They are also granted exemption and relief 
from direct taxation and rates similar to that accorded to a foreign Government 
and exemption from taxes on the importation of goods directly imported by them 
for official use in the United Kingdom. 

3. In so far as personal immunity from suit and legal process is concerned, 
with few exceptions only a limited number (usually not more than one or two) of 
High Officials of each of the organisations concerned are entitled to full immunity 
(similar to that accorded to the Head of a Diplomatic Mission) whereas the other 
officials are entitled to immunity in respect of official acts only. Similarly, in the 
few cases (for example the North Atlantic Treaty Organisation) where permanent 
national delegations to the organisation are established, the principal permanent 
representative of each member Government and his official staff are entitled to 
immunity to the same extent as the Head of a Diplomatic Mission and his staff; the 
clerical and menial personnel of the permanent delegation would receive immunity 
only in respect of official acts. Apart from these special cases, representatives of 
member Governments to the majority of the organisations, their subsidiary organs, 
committees, &c, enjoy—together with their official staffs of specified limited 
categories—immunity from suit or legal process in respect of official acts only. 

4. Exemption from United Kingdom income tax on their official salaries and 
emoluments is accorded to the officials (irrespective of nationality and rank) of most 
international organisations. In addition High Officials (not being United Kingdom 
citizens) enjoying full immunity are permitted to import free of customs charges, 
goods of foreign manufacture or origin intended for their personal use, and other 
officials are extended a similar privilege when taking up their posts. 



5. Generally . speaking national representatives on constituent bodies or 
committees of the organisations and experts engaged on missions. for the 
organisations enjoy immunity in respect of their official acts. They cannot be 
arrested or detained in respect of acts committed by them in their personal capacity, 
nor may their papers be searched, but they may be sued after they have left the 
United Kingdom or if they return for any purpose other than the discharge of 
duties On behalf of the employing organisation. 

6. It is customary for the status agreement of an international organisation 
to contain a clause stating that immunities and privileges are accorded not for the 
benefit of the individuals concerned but in order to safeguard the independent 
exercise of their functions in connexion with the organisation; and that there is a 
duty to waive immunities in any case, where it can be done without prejudice to 
the interests of the organisations and the course of justice would otherwise be 
impeded. 

7. If a High Officer is a United Kingdom national, Her Majesty's Government 
normally accord him only the restricted privileges and immunities appropriate to 
officers of a lower rank; that is to say, at the most, exemption from income tax on 
salary and immunity in respect of his official acts, but no immunity in respect of 
acts committed by him in his private capacity. Representatives of the organisations 
or their committees who are United Kingdom nationals are not normally accorded 
any immunities. 

8. Special steps have been taken to mitigate the effect of immunity from civil 
liability in the case of the commonest cause of such liability, viz., motor accidents. 
Where a High Officer is involved in a motor accident or where any other official is 
so involved in the course of a journey undertaken as part of his duties, immunity 
could in theory be claimed, but the Association of Insurance Companies have 
undertaken not to avail themselves of their clients' title to immunity with a view 
to avoiding payment of compensation to victims of the accident. 

PART III 

Table of Privileges and Immunities accorded to Existing International 
Organisations by United Kingdom Legislation or Orders in Council 

EXPLANATORY NOTE 
In the ensuing table the main privileges and immunities granted to international 

organisations are listed under 13 heads. The normal extent of the rights and 
immunities covered by each head may be summarised as shown below. 

In addition to the privileges and immunities listed below, international 
organisations normally enjoy the legal capacities of a body corporate. This means 
that they can own property, enter into contracts, appear in the courts, &c. 

I .—THE	 ORGANISATION 
1. Immunity from Suit and Legal Process 

An international organisation cannot be sued in the United Kingdom 
courts, unless it waives its immunity. 

2.	 Inviolability of Archives and Premises 
Official documents of an international organisation, whether on the 

premises of the organisation or in transit, may not be examined by any 
authority without the organisation^ consent. The offices of the 
organisation may not be entered unless the consent of the organisation is 
first obtained. 

3.	 Exemption from Rates and Taxes 
An organisation cannot normally be called upon to pay the proportion 

(approximately one-third) of the local rates earmarked for services from 
which it is not deemed to derive direct benefit, e.g., Public Baths and 
Wash-houses. It is also exempted from all direct taxes on its income, 
assets and property, e.g., Schedule A,: but not from any indirect taxes such 
as purchase tax. 



4. Exemption from Customs Duty
Subject to conditions imposed by the customs authorities, an 

organisation is not required to pay import or export duty on goods 
intended for its official use in the United Kingdom. 

5. Exemption from Import and Export Restrictions : 
No restrictions may be imposed on the import Or export of goods 

intended for the organisation^ official use in the United Kingdom. 
6. Press Communications Rates 

An organisation may send Press and broadcasting material at lower 
rates. 

II.-REPRESENTATIVES (NOT BEING CITIZENS OF THE UNITED KINGDOM), MEMBERS 
OF COMMITTEES, HIGH OFFICERS, PERSONS ON MISSIONS 

7. Immunity from Suit and Legal Process 
Any High Officer (normally the executive head of an organisation and 

his deputy) and the principal permanent representative to the North 
Atlantic Treaty Organisation and the Western European Union of any 
member State (not being United Kingdom citizens) enjoys immunity from 
jurisdiction in respect of his official and private activities. Immunity may 
be waived by the authority designated under the appropriate agreement. 

On the other hand, national representatives (as opposed to principal 
permanent representatives), members of committees and persons on 
missions, normally enjoy immunity in respect of their official acts only. 
In their personal capacities they are generally granted only immunity from 
detention and arrest and seizure of their personal baggage. Immunities 
are not normally granted to national representatives who are United 
Kingdom nationals. 

8. Inviolability of Residence 
The premises occupied by these persons cannot be entered except with 

their consent. 
9. Exemption from Taxes 

No income tax is imposed on national representatives and members of 
committees who are in the United Kingdom for the discharge of their 
duties. They are, however, liable to pay indirect taxation, e.g., purchase 
tax. Persons on missions are not normally granted tax exemption. 
Principal permanent representatives and High Officers are entitled to tax 
exemption on their official emoluments. 

Ill-OTHER OFFICERS AND SERVANTS 
10. Immunity from Suit and Legal Process 

The immunity is restricted to official acts and may be waived by the 
appropriate authority. 

,11. Exemption from Income Tax 

This exemption is limited to official emoluments. 


IV - OFFICIAL STAFFS, HIGH OFFICERS' FAMILIES 
12. Official Staffs of Representatives and Members of Committees 

Alternates, advisers, technical experts and secretaries of delegations, 
who are on the staffs of representatives or of members of committees, 
normally enjoy the same privileges as are enjoyed by the representatives 
or members of committees, i.e., exemption from taxation; immunity from 
suit and legal process in respect of their official acts and, in their personal 
capacities, immunity from detention and arrest. The immunities may be 

; waived by the appropriate authority. . 

13. Families of High Officers 
These immunities are the same as the immunities enjoyed by high 

officers (see 7 and 8 above). 



Table of Privileges and Immunities Accorded to Existing International Organisations by United Kingdom Legislation or Orders in Council 
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Table of Privileges and Immunities Accorded to Existing Internationa! Organisations by United Kingdom Legislation or Orders in Council 
(continued) 
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C. (62) 81 C O P Y N O . J ^ f 

22nd M a y , 1962 


C A B I N E T 


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


M e m o r a n d u m by the Secretary of State for 


F o r sign Aj£f aijr s 


At. the Cabinet meeting of 15th M a y m y colleagues invited 


the Chancellor of the Exchequer and myself to consider in the light 


of their discussion the f o r m of instructions which might n o w be sent 


to H. M . A m b a s s a d o r in Cairo about the United A r a b Republic request 


for bilateral assistance to help t h e m with their balance of payments 


this year, and to m a k e a further report to the Cabinet (C. C. (62) 33rd 


Conclusions, Minute 2). 


2. It s e e m e d to m e right to consult H. M . A m b a s s a d o r in Cairo 


as to the presentation of any proposals which might be decided on, which 


I accordingly did in consultation with the Chancellor of the Exchequer. 


M y colleagues will have seen m y telegram No, 440 of 16th M a y to 


Cairo, and the Ambassador's reply N o . 313 of 17th M a y . (Copies of 


the texts are attached at A n n e x A . ) 


3. I have considered the matter further with the Chancellor of 


the Exchequer, and he has agreed that I should circulate a fresh paper 


so as to enable m  y colleagues to take a decision. 


4. It s e e m s that w e have three possibilities 


(i) T o offer the United A r a b Republic the equivalent of 


$8 million all of which would be used to settle outstanding claims 


under the Financial A g r e e m e n t . 


(ii) T o m a k e a loan of $12 million, of which $8 million would be 


used as above and $4 million would be at the free disposal of the 


United A r a b Republic G o v e r n m e n t to finance imports f r o m this country 


this year. 


(iii) T o m a k e a loan of up to $12 million as "bilateral assistance" 


of the sort requested, but to m a k e this conditional on the acceptance 


of the proposals which I instructed H. M . A m b a s s a d o r to put forward 


in M a r c h for settling outstanding questions under the Financial A g r e e m e n t . 


These proposals involved the offer of a small loan of £360, 000 to 


clear the "backlog" in transfers and to finance future transfers in excess 


of £El, 000 by using the local currency to cover E m b a s s y expenditure 


m o n t h by month. 
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5. I think w e m u s t accept the view of H. M . A m b a s s a d o r , which I 
share, that the first course is essentially a continuation of the negotiation 
on the execution of the Financial A g r e e m e n t and would have to be pre
sented as such. It offers a fair chance of settling outstanding questions 
under the Financial A g r e e m e n t provided that our loan t e r m s are not 
considered unduly harsh and that s o m e hope of additional assistance in 
the future could be held out as a consequence of a settlement on these 
lines. I understand f r o m the Chancellor of the Exchequer that the n o r m a l 
Treasury rate of interest for a loan of this sort is 6 5/8 per cent for a 
loan of between five and ten years. This does not c o m p a r e well with 
the t e r m s offered by the United States, i. e. ten years with a three year 
grace period and interest at Z\ per cent. M y colleagues m a y however 
be opposed to a concessionary rate of interest. The additional 
assistance and inducement could be s o m e offer to help with the United 
A r a b Republic's long-term plans. It would not have to be assistance 
for this year, which is what Dr. Kaissouni, Minister of E c o n o m y 
and the Treasury, recently asked for. This course would have a 
beneficial effect in that it would r e m o v e the irritants generated by the 
Financial A g r e e m e n t but would not improve Anglo-United A r a b Republic 
relations in a wider sense. 

6. T h e second possibility would m a k e it easier to obtain a 
settlement of Financial A g r e e m e n t questions and would also m a k e a 
m o r e effective contribution to the i m p r o v e m e n t of Anglo-United A r a b 
Republic relations. It would require careful presentation both here 
and in Cairo co as not to lose its effect. Although such an offer would 
of course be conditional upon a satisfactory settlement of Financial 
A g r e e m e n t problems, I think that w e should have to avoid using the 
w o r d conditional in public. The formula suggested by H. M . A m b a s s a d o r 
in paragraph 7 of his telegram is I think on the right lines. This 
alternative also does not give the Egyptians very m u c h in the w a y of 
bilateral assistance, but it would be helpful to them if they could 
represent the whole s u m as a British contribution to the G e r m a n s , 
Italians and Japanese and so use it to obtain similar aid f r o m those 
governments and a further matching contribution f r o m the A m e r i c a n s . 

7. I have no doubt that the third line would have the m o s t widely 


beneficial effect on Anglo-United A r a b Republic relations as a whole. 


In his paper (C. (62) 74) the Chancellor of the Exchequer criticised the 


limited proposals put forward in M a r c h for settling outstanding problems 


under the Financial A g r e e m e n t , in particular the use of local currency 


for E m b a s s y expenditure. T h e gist of his criticism w a s that there would 


be no guarantee of the United A r a b Republic G o v e r n m e n t keeping their 


word. I think that this criticism would be largely m e t if exact t e r m s 


were agreed with the United A r a b Republic G o v e r n m e n t w h e r e b y they 


undertook to m a k e specific payments by set dates. O n e of the reasons 


w h y transfers under the Financial A g r e e m e n t have been m a d e so slowly 


is that there is no definite obligation on the Egyptians to m a k e set 


payments by set times. 


- 2 



8. Nevertheless in view of the Chancellors criticism and the 


views expressed by m y colleagues on 15th M a y I a m reluctantly 


prepared not to pursue this last possibility. I think, however, that 


w e ought to a i m for the second. F o r the additional loan of $4 million 


tied to the purchase of British goods w e should stand a good chance 


of achieving a real i m p r o v e m e n t in Anglo-United A r a b Republic relations 


while at the s a m e time securing our m a i n objective which is a final 


settlement of the tiresome and politically damaging difficulties under 


the Financial A g r e e m e n t . It would s e e m a pity to let this opportunity 


slip. 


9. M y proposal, therefore, is to instruct H. M . A m b a s s a d o r 


to approach the United A r a b Republic G o v e r n m e n t on the lines of the 


course described in paragraph 4(ii) above. T h e necessary machinery 


for giving effect to the details of the settlement of Financial A g r e e m e n t 


problems will need to be carefully w o r k e d out. This can be done 


between m y Department and the Treasury. 


10. I attach supplementary notes at A n n e x B on three related 


matters, viz:

(a) The £ 2 0 million private credit. 


(b) Egyptian behaviour (e. g. , propaganda). 


(c) Compensation for 1951 officials. 


H . 


Foreign Office, S. W . 1. 


2 2nd M a y , 1962 




A N N E X	 A 


n . 9 m c  eT ^ ^ t S , ^ X . 9 ^ i M .  telegram No. 440 dated 16th M a y , 1962 

to H.  M . A m b a s s a d o r in Cairo 


This matter has n o w been considered by Ministers but the 

Chancellor and I will need your urgent advice on presentation before 


final instructions to you can be approved. These instructions would 


provide for a possible loan to the United A r a b Republic Government 


of $8 million equivalent, to be used to settle oustanding United K i n g d o m 


claims. It would be necessary to represent to public opinion here that 


the loan w a s conditional on a settlement of all outsanding difficulties 


arising out of the Financial A g r e e m e n t (including a reasonable offer 


for the 1951 officials) but at the s a m e time to avoid as far as possible 

giving offence to public opinion in the United A r a b Republic as one of 

the objects of ma k i n g a loan would be to improve Anglo-United A r a b 


Republic relations. 


2. W e do not exclude the possibility of providing a s o m e w h a t 


larger amount of aid than $8 million. But w e should be m o r e inclined 


to do this if the United A r a b Republic G o v e r n m e n t w e r e to provide 

something in return. This might be a m a r k e d improvement in the 

tone of their propaganda and the adoption of a m o r e helpful attitude 


in other w a y s . A s to this, see paragraph 8 below. 


3. T h e figure of $8 million is based on estimates of the amount 


required to m a k e transfers up to £ E 5 , 000 per claimant. It is calculated 


as follows:

(a) £300, 000 for backlog; 


(b) £if million for claims n o w waiting adjudication; and 


(c)	 £21" million in respect of claims not yet submitted to 

the United A r a b Republic G o v e r n m e n t . 


Total:	 £4,300,000 


Deducting the first £El, 000 of claims under (b) and (c), which the 

Egyptians would be expected to continue to m e e t themselves, the figure 

c o m e s to £ 2 . 9 million equivalent to $8 million. 


4. W e recognise that the United A r a b Republic's immediate 


troubles are mostly due to the failure of last year's cotton crop, and 

that the United A r a b Republic has accepted the need for m e a s u r e s 

to redress the balance of the economy; also that the Egyptians are 

genuinely anxious to reduce their dependence on the Soviet bloc and that 

the present m o m e n t m a y be a turning point in Anglo-United A r a b Republic 


relations. O n the other hand C o m m o n w e a l t h countries have a greater 


claim on our available resources and it is considered that the United 

A r a b Republic's professions of goodwill have not yet been matched by 

its actions; in particular, Cairo Radio still broadcasts anti-British 


propaganda and the United A r a b Republic is subsidising extreme 


nationalist and anti-colonial m o v e m e n t s in Africa and the Middle East, 
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5. It has been noted that the -Egyptians have not yet utilized 
the commercial credit of £20 million granted t h e m last year. The 
existence of this unused credit detracts s o m e w h a t f r o m their request 
but it is clear that a governmental loan of $8 million, even though it 
w a s to be used to settle outstanding claims, should facilitate their 
obtaining loans f r o m other G o v e r n m e n t s and help t h e m in their forth
coming discussions with the International B a n k for Reconstruction and 
Development, which has m a d e it a prior condition for the setting up of 
a long-term aid consortium that the United A r a b Republic G o v e r n m e n t 
should first have honoured its international obligations. 

6. Clearly the grant of either $8 million reserved for the settle 
m e n t of outstanding claims or of a s o m e w h a t larger amount, out of 
which &8 ;million would have to be set aside for settling claims, 
presents a difficult p r o b l e m of presentation, both here and in Cairo. 
I think the stage has been reached w h e r e you could soon discuss this 
frankly with Kaissouni, and I shall w e l c o m e your recommendations on 
h o w w e should n o w proceed. Y o u should of course meanwhile take no 
action whatsoever beyond giving m  e your views on the shape our 
final instructions might take. If pressed, you m u s t say that w e shall 
not be ready for another few days; 

7. O u r present thinking, on which w e should like your c o m m e n t s , 
is that w h e n the time c a m e you could tell Kaissouni that H e r Majesty f s 
G o v e r n m e n t are prepared to consider favourably a loan of $8 million 
equivalent. In view however of the difficulties which the Chancellor 
of the Exchequer and the L o r d Privy Seal explained to h i m personally, 
this loan would have to be used to settle United K i n g d o m claims and 
suitable machinery would have to be devised for this purpose. W e 
realise that this is not what Kaissouni asked for, but it could nevertheless 
be of considerable advantage to him. Not only would it enable us to 
dispose of Financial A g r e e m e n t problems to our c o m m o n benefit, 
but it would also help h i m in negotiations with other G o v e r n m e n t s and 
the International Bank, as indicated above. 

8. Y o u might also possibly be authorised to say that H e r Majesty T s 
G o v e r n m e n t do not exclude the possibility of providing aid s o m e w h a t 
above $8 million, without however mentioning a definite figure. This 
aid would be available in addition to the $8 million as a contribution to 
the stabilisation loan, but before giving it H e r Majesty's G o v e r n m e n t 
would wish to have seen s o m e reciprocal action on the part of the 
United A r a b Republic Government, ( W e m u s t of course be careful 
to avoid appearing to d e m a n d a change in United A r a b Republic 
G o v e r n m e n t policy in return for m o n e y and w e realise that you m a y 
see difficulties in anything suggesting the attachment of political 
conditions. But the i m p r o v e m e n t in relations which w e both genuinely 
desire m u s t be w o r k e d for f r o m both sides. ) 

9. A s regards the Financial A g r e e m e n t , you could say that our 


loan proposal should take care of the transfer problem although w e should 


naturally expect the Egyptians to continue to finance the first £E, 1, 000 

of each transfer f r o m their existing resources. A s D r . Kaissouni told 


you there is already general agreement on m o s t other points except pre
sale dividends. A s part of a satisfactory general settlement of all out
standing problems, you could indicate that w e might be prepared to 


accept the Egyptian view of pre-sale dividends. 
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Text of H . M . A m b a s s a d o r 1 s telegram N o . 313 dated 


17th M a y , 1962 f r o m Cairo , 


T h e proposal in your telegram is essentially a continuation 


of the discussions on the Financial A g r e e m e n t , and would have to be 


presented as such. It would give Kaissouni what he has asked for 


on transfers, in return presumably for:

consider a "reasonable offer" for the 1951 officials. This is a 


(a) Immediate signature of the Exchange of Notes; 

(b) Revision of A n n e x E ; 

(c) Compensation for the 1951 officials; 

(d) Production of bank statements; 

(e) Tax-free pensions; 

(f) R.elease of securities held abroad to the order of 
Egyptian banks. 

In this connexion it would help m e to k n o w what you would 

politically-charged issue here, and I think it unlikely that in practice 
w e could hope for m o r e than about £60, 000. It is conceivable that 
w e might be able to push this figure s o m e w h a t higher if it could be 
included in the $8 million loan. In any case I hope such inclusion 
would be acceptable to you, at least as a fall-back condition. 

3. I think the chance of settling the outstanding issues under the 


Financial A g r e e m e n t on this basis would be good, given the following 


conditions :

(a) That the t e r m s of the loan (rate of interest and repayment 


period) w e r e considered reasonable by Kaissouni. It would not be 


possible to involve Kaissouni in serious discussions before v/e had 


shown our hand on this. 


(b) That I could tell Kais souni that, if the United A r a b Republic 
m e t our requirements on the matters listed in paragraph 1 above, 
w e would relinquish our claim on pre-sale dividends. 

(c) That I could hold out the hope of s o m e additional assistance 


as a consequence of a settlement on the above lines. 


(d) That nothing w a s said at this stage about political require
m e n t s , such as a moderation in the tone of Cairo propaganda. 


4. O n this last point, it is m y view that to state political 
conditions for our assistance in any f o r m would tend to defeat our 
objection of improving relations with the United A r a b Republic. 
M o r e o v e r , it is virtually certain that any such conditions would be 
rejected. O n the other hand, I think there would be advantage in 
Baying to Kaissouni (and others) that, in view of the evidence of our 
goodwill shown in the proposal I v/as putting to him, it w a s your hope 
that the United A r a b Republic would reciprocate in the w a y s indicated 



in your telegram under reference. I do not exclude the possibility 


that this would have s o m e effect, although I consider that it is m o r e 


realistic to hope for a long-term i m p r o v e m e n t of the Egyptian attitude 


as the result of growing confidence here in our o w n attitude towards 


the United A r a b Republic. 


5. Yfhile I consider, therefore, that there are reasonable 


prospects for a successful outcome of negotiations on these lines, I 


m u s t at the s a m e time emphasize m y view that such a conclusion 


would not have the generally beneficial effect on Anglo-United A r a b 


Republic relations which I foresaw as a likely consequence of a sub
stantial United K i n g d o m contribution to a stabilization loan. It still 


s e e m s to m e that w e should reap m u c h greater benefits f r o m a response 


to Kais sound's request for a loan to m e e t his immediate needs, even 


if w e could offer no m o r e than say $12 million, coupled with your 


original proposal for settling transfers through the E m b a s s y account. 


I hope you can reconsider this in view of the political advantages 


to which it could lead. W e m a y never have so good a chance again 


of radically improving our relations with this country. 


6. T h e argument in m y preceding paragraph is based in part 


on the assumption that the G e r m a n and. Italian G o v e r n m e n t s are likely 


to grant Kaissouni rs request for loans c I have no information on this, 


beyond an Egyptian assertion that the Italians are prepared to offer 


$15 million. It would be m o s t helpful to m e to k n o w before I see 


Kaissouni what our latest information is on the response of other 


G o v e r n m e n t s to his appeal. 


7. Subject to the above, I agree with the f o r m of presentation 


suggested in your paragraph 7. A s for presentation in public, this 


would not present any great difficulty if ourloan w a s related exclusively 


to the Financial A g r e e m e n t . But, if our loan w a s directed either 


in whole or in part to the immediate support of Egypt's balance of 


payments, a p r o b l e m would of course arise. In the latter case, 


Kaissouni might wish to m a k e it appear for local consumption that 


the whole of H e r Majesty's Government's loan w a s related to the 


balance of payments position, and in that event I would hope that it 


could be so presented in London as to avoid controversy on this point. 


It could perhaps be said that in view of the needs of the United A r a b 


Republic and of the arrangements undertaken for the settlement of her 


external obligations, she w a s receiving aid f r o m the International 


M o n e t a r y F u n d and a n u m b e r of G o v e r n m e n t s ; that the arrangements 


included a settlement of outstanding obligations to the United Kingdom; 


and that H e r Majesty's G o v e r n m e n t consequently felt free to express 


their goodwill towards the United A r a b Republic by participating 


in the m e a s u r e s adopted by the F u n d and other friendly G o v e r n m e n t s . 




A N N E X B 


(a) The- £20 million Private Credit 


At the meeting on 15th M a y it w a s asked w h y the United 


A r a b Republic G o v e r n m e n t should attach so m u c h importance to a 


G o v e r n m e n t loan which would be tied to the purchase of British goods 


w h e n they had already negotiated a c o m m e r c i a l line of credit of 


£ 2 0 million which had hardly been used. The answer is that the agreement 


referred to between the private firm of M e s s r s . C. Tennant Sons & 


Co. Ltd. and the General Organisation for Executing the Five-Year 


Industrial Plan provides specifically for the credit to be used for 


investment goods for this Organisation of a sort for which five years' 


credit or m o r e is normally given. The credit is not available to 


cover current imports of a general nature, which is what the Egyptians 


require for the remainder of this year. 


(b) EgyptianFj ehaviour 


At the meeting on 15th M a y m y colleagues also referred 


to the anti-British propaganda still being put out by Cairo Radio 


and the subsidising of extreme nationalist and anti-colonial leaders 


and m o v e m e n t s in Africa and the Middle East. These activities are 


indeed serious. There has, however, been a recent dirrJLnution of 


t h e m in the last three or four m o n t h s , no doubt as a result of a n u m b e r 


of representations m a d e by the E m b a s s y in Cairo. I have also been glad 


to learn that the Governors of the territories concerned do not think 


that Cairo Radio is n o w listened to nearly as m u c h as it used to be. 


Broadcasts to the Persian Gulf haveslso lessened somewhat, although 


not to the same extent as those to East Africa. In general I feel 

bound to agree with H . M . A m b a s s a d o r that to state political conditions 


for our assistance in any f o r m would defeat our object, although I 


would tell h i m to m a k e it clear to the Egyptians that if w e are to have 


improved relations they m u s t drop their hostile actions against us. 


O n the whole I believe that the Egyptians are making a serious attempt 


to m e n d their fences with H e r Majesty's Government, This should not 


be dismissed purely as self-interest, arising f r o m straitened 


finances, but represents a.n effort to achieve a relationship of 


confidence with the W e s t to counteract any undue dependence in the 


past on the Soviet bloc. W e k n o w that the United A r a b Republic has 


the pov/er to d a m a g e our interests in the area, should the United A r a b 


Republic G o v e r n m e n t be rebuffed. 


(c) Compensation for 1951 Officials 


T h e elements in a satisfactory settlement of outstanding 


p r o b l e m s of the Financial A g r e e m e n t are listed in the first paragraph 


of Cairo telegram N o . 313. There is one point on which I would 

w e l c o m e m y colleagues' views. This is compensation for the 1951 


officials. Originally £100,000 w a s advanced to these officials by 


H e r Majesty's G o v e r n m e n t . This s u m w a s repaid by the United 


A r a b Republic G o v e r n m e n t under Article 111(f) of the Financial 


A g r e e m e n t of 1959. B y this s a m e article the Egyptians undertook 
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that the C o m m i s s i o n provided for in the exchange of notes of 1954 


should m a k e a final assessment of the compensation due and permit 


the payment of the balance thereof 'n sterling. T h e Egyptians are 


under no obligation to pay any particular s u m . It has been indicated 


to H. M . A m b a s s a d o r that the figure the Egyptians are thinking 


of is between £ E . 50, 000 and £ E . 60, 000. H. M . A m b a s s a d o r thinks it 


unlikely i n practice that w e can hope for m o r e than £60, 000. O n 


the other hand, H e r Majesty 1 s G o v e r n m e n t m a d e a further advance to 


th.ese officials of £100, 000 in D e c e m b e r , 1961, and it m a y be thought 


that w e should try to obtain at least this s u m f r o m the United A r a b 


Republic Government. It might be possible to obtain this as part of 


the general arrangement which I propose. There is, however, no 


guarantee that w e shall succeed and w e m a y have to accept s o m e w h a t 


less. The officials themselves claim an even larger s u m of m o n e y 


in compensation, but their claim s e e m s very inflated. 1 propose that 


w e should do our utmost to get a further £100, 000 f r o m the Egyptians, 


In view, however, of that fact that there is no obligation on the United 


A r a b Republic G o v e r n m e n t to pay any particular s u m I do not think 


w e should m a k e this a breaking point. This might m e a n writing off 


the difference between what w e obtain and the s u m of £100,00.0 already 

advanced. 


Foreign Office, S. W. 1. 

M a y , 1962 
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CABINET 

CO-OPERATION WITH FRANCE IN BUILDING A SUPERSONIC 

AIRLINER 


MEMORANDUM BY THE MINISTER OF AVIATION 

The purpose of this note is to inform my colleagues of the current position of 
this project and the steps which I propose witn a view to submission of 
recommendations to the Cabinet in a few weeks' time. 

2. The question whether or not Britain should participate in a project of 
this kind raises a number of complex technical, economic and political issues, which 
will require further time for proper consideration. Officials are now studying them 
and I am not asking my colleagues to express a view here and now. But I shall 
need a decision before long. 

3. Prior to the recent resignation of M. Buron, the French Minister of 
Transport, I had gone a long way towards agreeing with him a possible plan for 
sharing on a 50:50 basis a project for the development of an aircraft of light alloy 
construction, designed to carry about 100 passengers with a cruising speed of 
about Mach 2-2. Such a plan was ad referendum Governments but the"French 
Cabinet had already approved in principle the development of such an aircraft and 
had authorised substantial funds to be committed during the next two years. It 
will be necessary to make our own position clear to the French as soon as possible. 

4. I suggest that it would be both convenient and appropriate to refer the 
matter first to a small group of Ministers most closely concerned. The Committee 
on Civil Scientific Research and Development would appear to be a suitable forum 
in which to consider the problem, and its Chairman, the Minister without Portfolio, 
is, I understand, agreeable to this course. 

5. I invite my colleagues to note the action proposed. 
P. T. 

Ministry of Aviation, W.C. 2, 

22nd May, 1962. 
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CABINET 

L E A S E H O L D R S F O R M 


M e m o r a n d u m by the Minister of Housing and Local 


G o v e r n m e n t and Minister for i"Welsh Affairs 


I shall very soon have to m a k e a statement about the G o v e r n m e n t s 


attitude to leasehold. 


2. A s a result of the agitation in South Wales I invited the Royal 


Institution of Chartered Surveyors, the Chartered Auctioneers and Estate 


Agents' Institute, the Incorporated Society of Land and Property Agents 


and the L a w Society to examine and report on the present practice of 


ground landlords, particularly in South "Wales, as regards the sale of 


reversions and the extension or renewal of long leases. 


3. In order to hold the position in Parliament for the time being 


I have undertaken to publish a s u m m a r y of their reports. I attach a 


brief s u m m a r y of the first three - this m a y need to be expanded before 


publication and has in any event to be agreed with the bodies concerned. 


I have not yet received the L a w Society"s report though they p r o m i s e it 


daily. 


4. What the first three reports suggest is that by and large landlords 


treat their leaseholders fairly, s o m e t i m e s even generously. The L a w 


Society are likely I understand to say that while this i s true w h e r e the 


estate is still controlled by the old family, the c o m m e r c i a l landlords ' 

are apt to operate on strictly c o m m e r c i a l principles with little or no 


consideration for lessees. 


5. What it c o m e s to then is what one might expect; landlords differ. 


O n the whole a good proportion s e e m to be considerate. But behind the lease
hold agitation there is m u c h m o r e than agitation about the landlord w h o 


d e m a n d s his full pound of flesh. The fact is that m a n y lessees simply do 


not understand w h y rents should be substantially increased, or a p r e m i u m 


charged, on renewal; w h o no credit should be allowed for i m p r o v e m e n t s 


carried out; or w h y if the reversion is sold they should have to pay a 


substantial s u m . Having often lived in the house for m a n y years, or having 


inherited it, they regard themselves virtually as owners; they are shocked 


w h e n they realise that at the end of the t e r m they have nothing except the 


right to stay on as a statutory tenant. Further, because they think of 


themselves as already owners, they s o m e t i m e s believe the charges m a d e 


by landlords for renewal or purchase to be extortionate, even w h e r e in 


fact they are quite generous. A n d there are plainly cases in which the 


landlords m a k e small effort to reach a c c o m m o d a t i o n with the lessees, 


even lessees of long standing. 


Pi 



6. In strict logic these reports m a y not m a k e a strong case for 


a m e n d m e n t of the leasehold law. They do m a k e a case for explaining to 


leaseholders, well before leases expire, what their position is. But I 


do not think that to stand coldly on the logic will be acceptable to our Party. 


In South Wales especially, Conservatives as well as Labour M e m b e r s of 


Parliament are clamouring for a m e n d m e n t of the law. Similar pressure 


v/ill do doubt c o m e in other areas where there is a great deal of lease
hold property. It has begun in Dulwich and recently a deputation of 


Conservative M e m b e r s pressed on m e the need for s o m e such change 


as is here discussed. 


7. I would like to promise investigation of the possibility of giving 
the lessee, w h o has been by himself or his family in occupation for a 
certain n u m b e r of years, the right,, in the absence of proposals for re
development, to an extension of his lease, I think however that it would 
be necessary to allow the landlord the option of selling the freehold to the 
lessee if that is what he prefers to do. 

8. The rent payable on renewal of the lease - or the price if the 

landlord prefers to sell - would have to be at market value, with a right 


to arbitration if t e r m s could not be agreed, I recognise that this would 


give no material advantage to the m a n y w h o are already offered such terms; 


and that indeed full m a r k e t value would in s o m e cases be higher than the 


terms which landlords offer n o w to sitting lessees. But the fact of the 


right would, I believe, relieve f r o m anxiety a great m a n y leaseholders 


w h o can never be sure at present that they will get renewal or the right 


to buy. Their present right to stay on as statutory tenants is very little 


satisfaction to them, because a statutory tenancy is not a marketable 


asset, and because it connotes a loss of status. A right of renewal on 


arbitrable t e r m s would also provide a m e t h o d of assuring leaseholders 


that the t e r m s they are offered are fair. 


9. I a m well aware that there will be difficulties in working out a 


right of renewal. But I think that a workable s c h e m e could be produced. 


What I have in mind, broadly, is that landlords should be required, if 


the lessee so requests, to settle t e r m s for renewal (or sale) not less than, 


say, 3 years before theexpiryof a term, wherever a leaseholder or his 


family will have been in occupation for riot less than, say, 10 years by 


the time the lease expires. The renewal should ordinarily be for not less 


than Zl years; the rent and/or p r e m i u m proposed (or purchase price if 


the landlord prefers to sell) should represent not m o r e than the m a r k e t value; 


and the other t e r m s and conditions should, be the s a m e as before unless 


varied by agreement. Disputes about the prices should be arbitrable 


and the landlord should be entitled to refuse renewal or sale if he could 


satisfy the leaseholder, or failing h i m the arbitrator, that he intended re

devei.opm.ent at the end of the term. H e should also be entitled to refuse 


renewal for a period as long as 21 years if he could satisfy the lease
holder, or failing h i m the arbitrator, that he intended re-development 


within a shorter period; though in that event the leaseholder should be 


entitled to a further renewal if, w h e n it c a m e to the point, the prospects 


of re-development had faded. F o r arbitration on price the Lands 


Tribunal would perhaps be m o s t appropriate, but for the other questions 


the L o r d Chancellor would propose the County Court; and w e should 


have to consider here whether the issues could conveniently be split. 


M a y b e the County Court could take t h e m all. 


http://devei.opm.ent


10. These proposals will do little to help the leaseholder with less 


than 20 years to run w h o cannot sell his lease because would-be purchasers 


cannot raise a mortgage on it, the t e r m being too short. This is a real 


cause of hardship; but w e cannot m a k e building societies or anybody 


else lend m o n e y on what they regard as inadequate security. "What perhaps 


we could do is to provide that landlords should be required to accept 


surrender of the lease where the leaseholder or his family has been in 


occupation for not less than 10 years and the lease has less than 20 years 


to run, provided that the landlord, or failing h i m the court, is satisfied 


that the lessee has m a d e all reasonable efforts to dispose of the lease 


without success. This would raise a question about the financial 


settlement between the landlord and the lessee but I think that the 


possibilities are worth exploring. 


11. There is one difficulty in tackling this whole subject to 


which I m u s t call the attention of m y colleagues0 W e refused to give 


any right of renewal or enfranchisement to tenants of rent-controlled 


houses which w e r e subject to block de-control. S o m e of t h e m h a d been 


in occupation for m a n y years. This m a y well be thrown at us if w e n o w 


propose to do something for leaseholders. But I think w e can reply that 


leaseholders are m u c h m o r e generally of long standing, and are m u c h 


m o r e akin to owner-occupiers being ordinarily responsible for any im
provements and for all maintenance and repair. Ordinarily the landlord 


is willing to r e n e w or sell, but what the leaseholders want is the assurance 


that this will happen, a drill which assures that it happens in good time, 


and the right to test the financial t e r m s offered. 


I ask that I should be allowed to say that the possibilities of 


giving a right to renewal (or purchase) are being examined. If this is 


agreed m y Department will w o r k out a detailed s c h e m e for consideration, 


in consultation with the L o r d Chancellor's Department. 


C . H . 


Ministry of Housing and 

Local Government, S. V/. 1. 


23rd M a y , 1962 




A N N E X 


Sjummary^ ofJReports by the Royal Institute of 


Ch^ariered Surveyors, the Chartered Surveyors 


and Estate Agents Institute and the Incorporated 


So ciefr^ of Land and Property Agents, on the 


working of the leasehold system. 


General Policy 


99 years w a s c o m m o n l y chosen as a suitable t e r m for a building 


lease in the belief that the buildings to be erected would not last longer 


than a centuray and that the property would then need to be re-developed. 


In present conditions, however, early re-development after leases fall in 

is not often an attractive or even a practical proposition; consequently 


ground landlords are, generally speaking, willing to sell the reversion 


or to grant an extension or renewal of the lease. There is no uniformity 


in policy a m o n g ground landlords; each landlord will offer the kind of 


bargain that suits his o w n interest. C o m p a n y landlords, for example, 


needing regular i n c o m e out of which to pay dividends, prefer to r e n e w 


or extend existing leases, whereas private landlords are m o r e often 


ready to sell the reversion in order to provide funds to m e e t actual or 


contingent liabilities for death duties. The past history of the estate m a y 


be an important factor in influencing the landlord in his choice of policy; 


where fragmentation has already gone s o m e way, either by voluntary sales 


or throught piecemeal acquisitions by public authorities, the landlord 


has less incentive to retain the remainder of the estate intact and is 


likely to be m o r e willing to sell reversions. 


2. In view of these considerations no distinct pattern emerges either 
over the country as a whole or in particular regions. O n e of the inquiring 
bodies did however express the view that sales of reversions w e r e m o r e 
frequent in South Wales than elsewhere. 

Financial T e r m s 


3. Similarly, no definite pattern of values could be established. 
E x a m p l e s w e r e quoted of n e w leases which had been granted at rents 
between 3 and 7 times as high as the rent reserved under the previous 
lease: but such figures have to be used with caution since the comparison 
will be affected by the length of the n e w lease, the length of time that 
the previous lease had already run, and m a n y other factors. M o r e o v e r , 
s o m e landlords offer concessionary t e r m s to occupying lessees. O n e 
of the reporting bodies c o m m e n t e d that w h e r e a renewal or extension w a s 
granted for a substantial t e r m of years the landlord s o m e t i m e s required 
a provision for periodic revisions of the rent in the expectation that the 
value of m o n e y would continue to fall. There w a s general agreement that 
it was unusual for landlords, in negotiating n e w t e r m s , to allow lessees 
credit for i m p r o v e m e n t s carried out during the currency of the old lease; 
apparently on the footing that it w a s for the lessee to decide at the relevant 
time whether it w a s worth his while to m a k e the i m p r o v e m e n t s having 
regard to the length of time for which he could expect to enjoy the benefit 
of them, and in the knowledge that all the buildings would revert to the 
landlord at the expiry of the lease. 
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4. F o r renewal or extension of a lease the landlord will ixsually 


ask either a higher rent, or a p r e m i u m for renewal or extension at 


the original rent; it is u n c o m m o n to ask for a p r e m i u m as well as a 


higher rent. The general impression w a s that m o s t landlords prefer 


to increase the rent, though d e m a n d s for p r e m i u m s are c o m m o n e r than 


they used to be, and perhaps c o m m o n e r in South Wales, the London 


area, B i r m i n g h a m and Liverpool than in other parts of the country. The 


need to find capital to m e e t death duty liabilities is an important factor 


in influencing landlords to ask for p r e m i u m s rather than higher rents. 


C o m p a n y landlords on the other hand, being m o r e interested in maintaining 


income, are less interested in.premiums and ofter prefer simply to 


increase rents. 


5. W h e n the reversion is sold to the occupying lessee a special 


factor enters into the negotiations, since the value of the reversion to 


the leaseholder; , w h o can then m e r g e both interests into a simple freehold, 


is greater than the investment value to a potential third party purchasing 


the reversion subject to the existing lease. All three bodies-agreed that 


the landlord's t e r m s for sale of the reversion to the lessee usually 


include a part, but less than the whole, of this additional value. It w a s 

pointed out, by w a y of c o m m e n t , that this practice would enable the 


lessee to obtain a profit if he wished subsequently to sell his house-; 


and that the landlord can reasonably expect to obtain m o r e than the 


investment value of the reversion since the sale is likely to diminish the 


remaining value of the estate as a whole. 


M i see llanequ 


6. Landlords w e r e generally thought to be strict about the enforce
m e n t of repairing convenants, although their p o w e r s have been considerably 


restricted by m o d e r n legislation. In s o m e cases the tenant w a s required 


to carry out nece ssary repairs as a condition of renewal of his lease. 


O n e of the reporting bodies thought that a minority of landlords used 


onerous dilapidations claims as a m e a n s of bringing pressure to bear 


on ignorant lessees to purchase or r e n e w on unreasonable t e r m s ; but in 


general it w a s felt that landlords w e r e not unreasonable in their d e m a n d s and 


that m o s t claims w e r e settled amicably. 


7. There w a s little practical experience of the working of Fart I 
of the Landlord and Tenant Act, 1954, as very few cases ever reached 
the County Court; but the Act w a s thought to have served a useful purpose 
by strengthening the lessee's bargaining position. 

8. All three bodies agreed that there w a s widespread ignorance a m o n g 


lessees of the limited nature of the interest which they held and of their 


rights under landlord and tenant legislation; they thought that it w a s this 


general lack of understanding, rather than any inherent defects in the 


leasehold system as such, which w a s responsible for the widespread 


dissatisfaction of lessees with their position. 


M a y , 1962 






 :C O P Y N O . V

23rd M a y , 1962 


C A B I N E T 


H O U S I N G 


M e m o r a n d u m by the Minister of Housing and 


Local G o v e r n m e n t and Minister for Welsh Affairs 


Housing is becoming a lively political issue again, particularly 


a m o n g our o w n supporters, 


2. Last year the record fell marginally below 300, 000 in Great 


Britain (270, 000 in England and Wales). The run d o w n of completions of 


council houses ever since 1954 - f r o m 200, 000 then to 93, 000 last year 


(England and Wales) - has dawned on m a n y not previously interested. 


N e w estimates of future need, m a d e possible by the preliminary census 


returns, have exposed both the massive character of the future problem 


and the sizeable shortfall of current accomplishments.. 


3. The holding back of total council p r o g r a m m e s for 1962 in order to 


keep within the permitted investment m a x i m u m is becoming k n o w n and 


disliked. 


4. S l u m clearance, which is not being held back,, m a k e s less 


political appeal than house-building which adds to our net stock of houses 


and so to the numerical record. 


5. W e are under severe - and justified - criticism for having 


started no n e w towns in England and Wales during the 10"! years of our 


administration (though w e have recently designated a site at Skelmersdale). 

W e have done nothing yet for B i r m i n g h a m , except consider a possible 


town at Dav/ley - though I hope to be allowed to announce a decision 


shortly. It is said that w e have done nothing at all for Manchester 


except shoot down every suggestion the City Council has m a d e . 


6. Private building to let is practically unknown despite the hopes 


held out at the time of the Rent Act. 


7. Yet there is growing up a considerable section of the c o m m u n i t y 


which cannot afford to buy (or to put d o w n the deposit) and which does not 


want to look to the local council. 


8. Interest rates are high both for local authorities and for the 


intending owner-occupier. 


9. T h e cost of houses went up 10 per cent last year. 


10. A s for the i m p r o v e m e n t of obsolescent houses, of which w e 


have three to four million, the annual rate of i m p r o v e m e n t grants has 


reached only 130, 000 (in the past two years) and is n o w declining. 


-1



11. So m u c h for the catalogue Of m a i n complaints. 


12. What are w e doing? 


(a) E a c h year's record is largely determined by the previous year's 


starts. Last year the pipe-line w a s choked: houses w e r e taking too 


long to complete. 


(b) A s regards council building, a temporary slowing of approvals 


this year - at least in the first half - has been sensible to allow 


completions to catch up. But w e m u s t not push this too far. 


(c) Present policy (of 100, 000 approvals this year, with s o m e 


elbow r o o m for slum clearance) will, on m y estimate, m e a n a 


completion figure of perhaps 108,000 in 1963; this a s s u m e s a 


considerable speed up in building and it could be a good deal less. 


If w e go to the country in 1964, this will appear in the published record. 


It is too late n o w to do m u c h to improve this bit of the record. W e 


could at least s h o w a rising curve of houses in building at the end of 


1963 by authorising m o r e w o r k this year. But if w e are to do that, 


local authorities m u s t be told before the end of July. 


13. Because of the elbow r o o m given m e for slum clearance in the 


older industrial towns of the Midlands and the North, I shall m a k e as 


m u c h as I can of this n e w slum clearance impetus. F o r example, I 


have arranged to visit the worst areas to stir up the local authorities 


and to give evidence of G o v e r n m e n t vigour and concern. 


14. O u r target for slum clearance w a s 200, 000 people re-housed 


annually (Great Britain) and w e have reached that over the last three 


or four years. I a m hoping to improve on it with the aid of the n e w 


campaign. But against the huge background of m i s e r y another 5, 000 

or 10, 000 houses replaced does not m a k e m u c h impression. 


15. I a m starting a n e w drive on i m p r o v e m e n t s of older property. 


But this will take time and it is no use expecting any dramatic results. 


16. If no m o r e n e w building can be allowed, so be it. But, if there 

is to be m o r e - before August, please! 


17. Naturally, local authorities m o a n about high interest rates for 


long-term borrowing. F o r s o m e it is an alibi for their o w n failure to 


adopt a realistic rent policy (though in general local authorities have 


in recent years been m u c h sterner; between 1958 and 1961 rents went 


up by s o m e 17-20 per cent). Nevertheless, the high price of m o n e y 


is by far and a w a y the biggest factor holding back authorities. A 


reduction in long-term interest rates would transform the situation 


and create a n e w atmosphere of hope and expansion. T o those w h o 


have pleaded for a special rate of borrowing for housing, I have 

given the usual firm answer that to give such a concealed subsidy 


would undermine the whole economic policy of the Government, But 


h o w far that is believed I do not know. Other countries do it - and 


prosper, 




18, O n the private side, there are signs of a slackening in building 


activity. In the past, with the industry building as fast as it could, 


a fall in interest rates would m e r e l y have led to higher prices. But 


n o w w e m a y be coming to the time w h e n s o m e positive stimulation of 


private building is called for, 


19. I a m sure that for m a n y even high w a g e earners the size of the 


deposit is a deterrent. It takes a long time to save the £300 the m o d e s t 


house needs. If m y collea.gues thought that, in this matter of deposit, 


G o v e r n m e n t help (by cash or guarantee) w a s a possibility I would 

gladly explore the idea and bring forward a s c h e m e . 


20. W e have launched a small s c h e m e for lending m o n e y to 


Lousing associations which will build houses to let at economic rents. 


It is heavily handicapped by the high cost of m o n e y and by the 


unfavourable tax comparison with owner occupation. Nevertheless, 


it is expected that all the m o n e y provided - £25 million - will be used. 


Here perhaps is our m o s t hopeful line. If w e could, in due course, 


m u c h increase the capital available - and best of all if w e could 


undertake to m a k e it available at a fixed, even though reasonably 


high, rate of interest - w e could really begin a n e w m o v e m e n t and 


show ourselves as having a forward policy. I a m well aware that this 


m e a n s subsidy while the fixed rate is below the borrowing rate, but 


I do not think w e should a s s u m e that this rules it out. 


21. Apropos of this I a m greatly interested in s o m e of the s c h e m e s 


of co-operative ownership which exist on the Continent, The essence 


of them is that the co-operative association borrows for a period 


based on the life of the property and not on the individual security of 


each separate resident. A deposit is not essential though a small 


one m a y be thought proper. Nevertheless, the individual is m o r e an 


owner than a tenant; he has a long-term right which he can assign. 


It s e e m s to m e that if G o v e r n m e n t participation w e r e available, 


building societies and other private institutions might be persuaded 


to join in too. 


22. I would like to explore all these possibilities provided that m  y 


colleagues do not feel that G o v e r n m e n t participation m u s t be ruled 


out. Part of the p r o b l e m lies in the unfavourable taxation position 


of the tenant as c o m p a r e d with that of the owner-occupier. T h e 


Inland Revenue have already agreed to consider the position in relation 


to housing co-operatives and I would like to carry this further. 


23. T h e increased price of land in s o m e areas is something w e 


have, in a free economy, to live with. It can be tempered only by 


bringing m o r e land into development or re-development, and this I 


a m trying to d o 3 


24. There are real difficulties of location, too. The Ministry 


of Agrictilture, naturally enough, are reluctant to agree to any 


proposal for allowing building on land of agricultural va.lue. This 


m e a n s that it is very difficult to reach agreement on any large sites 




where building, whether by n e w town corporations or local authorities, 


can really get ahead. A n d the B o a r d of Trade, also naturally 


enough, see dangers in n e w towns and overspill s c h e m e s in so far 


as they compete with the unemployment areas. T h e result is that 


housing often appears to have a very low priority in the G o v e r n m e n t s 


estimation. 


25, The restriction, by controls, of other f o r m s of building has 


been rejected by m y colleagues, 


26. A s c h e m e I have put up for greater planning control of office 


building w a s unenthusiastically received in the H o m e Affairs 


C o m m i t t e e and is n o w in the long grass of official study. 


2 7. The efficiency of the building industry is mainly in the 


field of the Minister of W o r k s and he is following up the E m m e r s o n 


recommendations. In m y field, I hope that with the n e w slum 


clearance drive I shall be able to persuade local authorities to f o r m 


consortia with large forward p r o g r a m m e s that will assure continuity 


of w o r k for several years. Then will c o m e an opportunity to get 


s o m e of our big builders to use large-scale methods and standardised 


components in an effort to increase productivity. 


28. But, for the present, I report to m y colleagues that w e 


are unlikely to rise f r o m the steady but uninspiring level of current 


housing achievement unless the resources for council building are 


increased and the long-term interest rate for housing is appreciably 


lowered. 


C . H . 


Ministry of Housing and Local 


Government, S. W . 1. 


23rd M a y , 1962. 
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CABINET 

NATIONAL ASSISTANCE SCALES 

MEMORANDUM BY THE MINISTER OF PENSIONS AND NATIONAL INSURANCE 

1. By arrangement with the Chancellor of the Exchequer I am submitting for 
the consideration of the Cabinet proposals for increases in National Assistance 
scale rates which the Chairman of the National Assistance Board has put to me 
informally. 

2. As the Cabinet is aware the initiative for proposing a change in National 
Assistance scale rates is placed by Section 6 of the National Assistance Act, 1948, 
upon the Board. This initiative is exercised by the submission to me of draft 
regulations. If I approve them they are laid before Parliament and require an 
affirmative resolution of both Houses. 

3. The proposals now put to me by the Chairman of the Board, as being 
those which his Board are likely to wish to put forward, are for an increase of 4s. 
a week in the rate for a single householder, and 6s. in the rate for a married couple, 
with appropriate changes in the other scale rates. These proposals would raise 
the single and married householder rates to 57s. 6d. and 96s. a week respectively. 

4. The Chairman thinks that the Board will wish to consider specific 
proposals at a meeting next month and that the affirmative resolutions should 
be taken during July so that the increased rates could be brought into effect in 
September. 

5. As National Assistance sets the lowest standard on which people in this 
country are expected to live, it is the duty of the National Assistance Board to 
keep close watch on movements in prices. It is for that reason, and to permit of 
swift action, that Parliament has provided that changes in National Assistance 
scale rates can be effected by Regulations approved by affirmative resolutions of 
both Houses. 

6. On the basis of the official Index of Retail Prices, which has already risen 
to 119-7 for April 1962, the sum required to give the main assistance scale rate 
(that for a single householder—now 53s. 6d.) the same real value as in April 1961 
is 56s. 6d. (3s. more). So far as the married couple rate is concerned, the present 
position is even worse. The sum now required to give the same real value as in 
April 1961 is 95s. Id. (5s. Id. more). 

7. In view of the increase of 1 - 6 points in the Index just announced—an 
increase which takes the rounded figure for it to the 120 which we had been advised 
was likely to be reached by July (when on the programme proposed below we 
should be taking the regulations through Parliament to operate in September)—the 
possibility of further increases in the Index in the coming months cannot be ruled 
out. It would be most unfortunate if events necessitated the Board's having to 
propose further changes during the next 12 months. I would like to amplify this 
point orally. Previous changes occasioned by price increases have, moreover, 
since 1951 always aimed at providing for the scale rates as at the date of their 
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coming into operation to contain some allowance for price increases during some 
months ahead. For all these reasons the Chairman of the Board thinks an increase 
of 4s. in the single scale rate would be appropriate. 

8. To give equivalent increases over April 1961 the increase in the married 
couple rate should be 6s. 6d. to go with a 4s. increase for a single householder. 
I understand, however, that the Board feel that the married couple rate was put 
up relatively rather more in the .1959 and 1961 operations considered together, and 
that they will probably now wish to tip the balance rather in favour of the single 
person, who is in their view always the harder hit, especially by increasing fuel 
prices. To put the two rates in the same relationship as in the original 1948 scale 
the sum required to correspond with a 4s. single rate increase would be 6s. 

9. So far I have described the position in relation to the official Index of 
Retail Prices. The National Assistance Board also make certain calculations 
related to the spending habits of a group of poorer persons covered by the 
Household Expenditure Enquiry of 1953-54. These calculations have so far run 
very close to the official Index, producing at March 1962 for the single householder 
scale rate a figure only 3d. less (an April figure is not yet available). What the 
relationship of the two will be in future is highly speculative, but the poor persons' 
calculations seem unlikely to differ in any significant way from the official Index. 
In any case it would seem to be very difficult to give less than the official Index 
would justify, since this is the basis generally used in the House of Commons and 
elsewhere in defence of the value of the rates. 

10. It seems highly desirable that increases should be brought into operation 
not later than the autumn, before the November increase in fuel prices takes effect. 
From the Parliamentary point of view this means taking the necessary affirmative 
resolutions in both Houses in July. It is well known that the Board require no 
more than seven or eight weeks from the date of such resolutions to put scale rate 
changes into operation. In the light of this, and of the fact that these are changes 
necessitated by a rise in the cost of living, it would not seem possible to postpone 
the operation beyond about the middle of September. If action is not taken in 
Parliament in July, it would probably not be possible to make changes operative 
until early in the New Year. 

11. Precise estimates of the cost depend upon the settlement of the subordinate 
scale rates. These include the rate for a person living as a member of someone 
ejse's household—usually a son's or daughters-(now 49s. 6d. compared with 
53s. 6d. for the single householder) for which on this occasion the Board might be 
prepared for the first time to recommend an increase smaller by Is. or so than 
the 4s. proposed for the householder. The Chairman informs me that he has had no 
Opportunity of testing the views of the present members of the Board on this point. 
But if this were done, and subject, within small margins, to what might be settled 
about other subordinate rates, it is estimated that an increase of 4s. (single) and 
6s. (married) would cost about £22 million a year. Each sixpence, more or less, 
on the main scale rate would mean an increase or reduction in the total cost of 
between £2 million and £3 million; it is not possible to be more precise about 
this because adjustments in the subordinate rates cannot follow in exact proportion 
adjustments in the main rate; each rate must be looked at by the Board, both on 
its own merits and in its relation to each other proposed rate. 

J. A. B.-C. 

Ministry of Pensions and National Insurance, 

London, W.C.2, 


23rd May, 1962. 
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C A B I N E T 

P R O P O S E D C U N A R D - B . O . A . C . J O I N T C O M P A N Y 

MEMORANDUM BY THE MINISTER OF AVIATION 

My colleagues may like a report on these proposals for co-operation between 
the British Overseas Airways Corporation (B.O.A.C.) and the Cunard Company. 

2. The scheme is for a joint subsidiary company "B.O.A.C.-Cunard Limited". 
This would operate scheduled air services between the United Kingdom and the 
United States (bar the West Coast, i.e., San Francisco, Los Angeles, &c.) plus the 
Caribbean area, with extensions to such countries in the north of South America 
as Peru and Venezuela. 

3. The authorised capital would be about £30 million and the Cunard share 
probably 25 per cent, but not less than 20 per cent. The capital would be entirely 
in the case of B.O.A.C., and as to two-thirds in the case of Cunard, represented 
by aircraft contributed to the joint company. B.O.A.C. would put in initially 
eight Boeing 707s and Cunard would put in two 707s, plus the cash equivalent of 
a third 707. The Cunard contribution would thus be approximately tl\ million. 

4. Cunard have made it clear that they do not have the resources to take a 
larger share than 25 per cent, at the present time, but their present intention is in 
any case to maintain their capital investment in proportion to the growth of the 
joint company in the future. The joint company would produce about one-third 
of B.O.A.C's current total production (capacity ton miles) and about the same 
fraction of their current total revenues. Cunard's 25 per cent, would therefore 
represent more than a merely nominal participation in B.O.A.C. 

5. Throughout the area of the new company's operations neither B.O.A.C. 
nor Cunard will operate air services in its own name. B.O.A.C. will however 
remain free to operate services crossing the area (although transit sectors falling 
within the area will be operated in pool with the joint company), while Cunard 
will be free to operate scheduled services within Europe and charter nights 
anywhere in the world, provided they do not use the name of Cunard for their 
subsidiary company. 

6. There would be a combined sales effort and also integration and 
rationalisation of selling and similar organisations in the United States. 

7. These and similar broad terms of the proposed arrangement between the 
Corporation and Cunard have been agreed by the two Chairmen and each 
Chairman has similarly obtained the agreement individually and informally of 
his Directors. 

8. Both Chairmen tell me that, although their Boards have not approved 
formally, individual members are behind the scheme in principle. Final 
agreement to such proposed " Heads of Agreement" depends upon a more 
detailed examination of the potential profitability of the joint exercise. The 
current view of both sides is that this exercise which is being urgently carried out 
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is not likely-to change their initial views. Indeed however poor the prospects of 
the joint B.O.A.C.-Cunard company may be, it is almost certain that they will be 
better for each side than if the two operated in rivalry with each other. 

9. The two Chairmen have undertaken to tell me as soon as final agreement 
is reached. They are anxious to announce agreement as soon as possible after 
publication of Cunard's Report on 31st May. I have indicated that I hoped I 
could let them know the Government^ views in time for a Press conference on 
4th June. If the scheme went through there would have to be a simultaneous 
Government announcement. 

10. There are in my view attractions in bringing private and public 
enterprise together in this field. B.O.A.C. and Cunard are both great names in 
transport which despite their present difficulties have contributed much to our 
national cause both in earnings and prestige. There are also plenty of problems. 
My own present feeling is in favour of this plan. 

P. T. 

Ministry of Aviation, 

23rd May, 1962. 
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CABINET 

FUTURE OF THE CUNARD COMPANVS PASSENGER SERVICES 

MEMORANDUM BY THE MINISTER OF TRANSPORT 

The Cunard Company have brought to the Governments attention the serious 
position of their North Atlantic sea passenger services. They have not explicitly 
asked for a subsidy. Nevertheless it needs to be decided whether the Government 
should do something to help. 
. 2. The facts are set out in the Annex to this paper, which takes account of the 
views expressed in the Economic Policy Committee. 

3. Without a subsidy the " Queens " will probably have to be withdrawn 
from service within the next year or so. Cunard's other North Atlantic passenger 
services may also have to be withdrawn, but there are possibilities of reorganising 
them. 

Arguments for a Subsidy 
4. If we do not keep Cunard's services going, we shall have to face the 

following consequences: 
(a)	 Our prestige will suffer. Foreign subsidised lines (particularly American 

and French) will pick up our traffic and so will be held to have won 
a victory. 

(b)	 There will probably be a net loss to the balance of payments (see 
paragraph 10 of Annex). 

(c)	 The Government may be held responsible, not only because we have 
withheld a subsidy for Cunard, but also because we have positively 
built up air competition (see paragraph 9 of Annex). 

Arguments against a Subsidy 
5. If, on the other hand, we keep Cunard's services going by means of a 

subsidy, it can be said that: 
(a)	 We shall be wasting the taxpayer^ money on an old-fashioned type of 

service in a futile subsidy race. This is not the way either to national 
prosperity or to national prestige in any worthwhile sense. 

(b)	 The objections made to the earlier offer of assistance for building a 
replacement of Queen Mary have even more force now, in view of the 
decline in Atlantic passenger shipping. 

(c) It	 would be inconsistent to subsidise Cunard without subsidising other 
passenger lines. 

Air Services 
6. The Minister of Aviation has reported (C. (62) 86) that agreement in 

principle has now been reached by the Chairmen of the British Overseas Airways 
Corporation (B.O.A.C.) and Cunard on the formation of a jointly-owned 
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subsidiary airline, to operate on the North Atlantic route. In my view this 
reinforces the case against a subsidy, since: 

(a) it is looking to the future rather than to the past; 
(b)	 it may make it easier for Cunard to spread their overheads and thus keep 

some of their sea passenger services going. . 
Recommendation 

7. I propose to tell Sir John Brocklebank that the Government is not prepared 
to subsidise their services. We hope he will nevertheless find some way of keeping 
some of his North Atlantic sea passenger services in operation, particularly in 
view of his impending agreement with B.O.A.C. I also propose to ask him to keep 
the Government informed as to his negotiations with the French Line, and on 
his plans for the disposal of his ships, in view of the interests of other British 
shipowners. 

E. M. 

Ministry of Transport, S.E. 1, 

25th May, 1962. 




ANNEX 

Cunard's Present Position 
In spite of vigorous retrenchment in the Cunard shore organisation to the 

lowest level (the Company say) consistent with current obligations, all the Cunard 
sea passenger services are operating at a loss. The " Queens " express service is 
estimated to show an operating loss of £613,000 in 1962 (making no allowance 
for depreciation, since the ships are fully depreciated already). The loss on the 
other passenger services, including cruises, is estimated at £1,161,000 after allowing 
for depreciation. Detailed figures are given in the Appendix. 

2. These figures show an improvement on the operating losses for 1961 for 
the ships other than the "Queens ". This is due in the main to the retrenchment 
in the Cunard shore organisation, to an estimated increase in passenger receipts 
from Caronia and Mauretania cruising, and to the withdrawal of the Media and 
Parthia, which were losing money. Nevertheless the Company see little or no 
prospect of further improvement on the basis of their existing pattern of services. 
Their views are summarised in the following paragraphs. 

Cunard Company's Comments on Future Prospects for their Passenger Services 
3.—(a) North Atlantic passenger carryings have deteriorated sharply since the 

" Q. 3 " project was submitted. The expectation that 1961 would prove to have 
been an abnormally bad year may well turn out to be wrong. Ships on the New 
York/Channel route are continuing to lose passengers, particularly first class, 
to jet aircraft and to the shipping lines serving the New York/Mediterranean 
trade. 

(b) The Queen Mary has little prospect of operating profitably. The Queen
Elizabeth could only do so if large-scale alterations were carried out to enable 
her to carry more third-class passengers. The Company say such alterations would 
not be a commercial proposition in view of her age. 

(c) Cruising in American waters and in the Mediterranean, combined with a 
passenger service designed to take advantage of the increasing trade on the 
Mediterranean route, might prove a commercial proposition. But to do this 
would require major conversions of the other ships of the Cunard fleet. Cunard 
have announced that the " Queens " will do some short cruises next winter, but 
they are not really suitable for this type of employment. 

(d) Cunard's shore organisation expenses could be reduced by effecting some 
mutual arrangement between Cunard and the French Line. Sir John Brocklebank 
has discussed this with them but he is not hopeful that they wil! collaborate, at 
any rate in the immediate future. Apart from, this, no further retrenchment in 
their shore organisation is possible, unless the " Queens " service is withdrawn. 

(e) The withdrawal of the North Atlantic licence for the Cunard Eagle Air 
Line has also seriously affected their finances. 

Courses of Action Open to the Cunard Company in the Absence of Government 
Assistance 

4. The Cunard Company consider that, in the absence of direct Government 
assistance, they have only two choices: 

(a)	 To abandon their passenger business altogether. Sir John Brocklebank 
comments that " any dispassionate accountant would advise us that 
this would be the best course in the interests of our shareholders ". 

(b)	 To abandon the " Queens " service. The remainder of the fleet would be 
redeployed as follows. Caronia would cruise all the year round. The 
four ships at present on the Canadian service (Saxonia, Ivernia,
Carinthia and Sylvania, all of about 22,000 gross tonnage) would be 
modified for hot weather cruising. They, with the Mauretania, would 
maintain a New York/Channel service in the summer and would 
otherwise be used for cruising and in the Mediterranean. 

The idea of their finding money for a new " Queen " is, of course, now out of the 
question. 

SECRET 
60869	 A 2 



5. The Company consider that Course (b) might be made to work particularly 
if, at the same time, the Cunard Eagle Airline could make its contribution to 
overheads on the London/New York route. 

6. The Company have not made it clear when these changes would be 
introduced, but they do not contemplate any drastic changes this year. 

Alternatives, if a Subsidy were Available 
7. If the Government were prepared to give a subsidy, the following are among 

the possible alternative courses: 
(a)	 The " Queens" service might be maintained for the next few years, 

Cunard's other passenger services being reduced to an economic level 
or, if this was not possible, being withdrawn entirely. Cunard estimate 
that for both " Queens " they would need not less than £800,000 per 
annum. Moreover this would be no more than a short-term expedient, 
since the Queen Mary would have to be replaced in, say, five years' time 
if the weekly express service was to be continued, and the Government 
would have to find most of the cost of any such replacement. 

(b)	 The Queen Elizabeth might be kept in service, but not the Queen Mary.
This might be done by an operating subsidy (at least £400,000 per annum) 
or a capital subsidy towards the cost (about £5 million) of converting 
her to carry more third-class passengers. Either course would be 
possible only if the co-operation of the French Line were secured, which 
is doubtful. 

(c)	 The " Queens " could go and Cunard's other sea passenger services be 
assisted to continue, if indeed they cannot manage without help. This 
might be the least costly course. 

Foreign Subsidised Competition 
8. The " Queens " direct competitors in the express service are the United 

States and the France. The United States had a 58 per cent, construction subsidy 
and receives an operation subsidy of about 28 per cent. The France had a 20 per 
cent, construction subsidy, and the Company's operating losses are made up by 
subsidy. Smaller foreign ships (United States, French and Italian), which compete 
with Cunard on the North Atlantic directly or indirectly, are also subsidised. 

Air Competition 
9. Cunard's plight is largely due to air competition. The Government itself 

has encouraged this. (Air line companies have in the past received direct subsidies, 
and are currently enjoying Government loans. In addition the Government pays 
heavily for the maintenance of navigational aids, airfields, etc., whereas shipping 
pays for its lighthouses and ports and is now being required to pay a larger part of 
the cost of Government expenses on law enforcement in connexion with safety, etc.) 
On the other hand, private enterprise air lines, financed by shipping companies, 
have not in practice been allowed as much opportunity as. in their opinion, they 
have been led to expect. 

Foreign Exchange Earnings 
10. In 1958 and in 1959 the " Queens " earned about £7 million worth of 

dollars (net of dollar disbursements) and £4 million in sterling. About another 
£9 million was earned by Cunard's other North Atlantic ships, making a rough total 
of £20 million. The current figure would clearly be lower. Also, some of these 
earnings would continue to be earned or saved—e.g., by B.O.A.C.—if the Cunard 
services were abandoned. 

Future Scope for Passenger Liners 
11. The indications are that passenger liners generally, and particularly the 

express luxury type, have a very limited scope in the future—except possibly for 
cruising. Neither the Americans nor the French have yet decided to build sister
ships for their present super-liners on the North Atlantic route. It is conceivable 
that nuclear-powered liners might be made to pay some time in the future, but 
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this is purely conjectural. It is also possible that, if Cunard withdrew from the 
North Atlantic it would not inevitably be the end of British operation there. Some 
other British company might possibly step in and operate without subsidy during 
the summer (though it would still be the end of the " Queens "). ' 

Cunard's other Interests 
12. Cunard themselves are by no means firmly wedded to their passenger 

services. They clearly wish to develop their interests in the air, so far as they are 
allowed to do so. They have also recently invited tenders for four new cargo-liners 
(embodying latest techniques) suitable for North Atlantic container traffic, which 
is an expanding element in seaborne trade. 

25th May, 1962. 



APPENDIX 

T H  E C U N A R  D S T E A M S H I P C O M P A N  Y L I M I T E D 

ce 
pa a 

H 

VOYAGE OPERATING RESULTS OF PASSENGER AND CARGO SERVICES 

(£000s omitted) 

Actual, 1961 

" Queens " Express Service 

Gross 
Profit 
1,924 

Depreciation 
Organisation 

Expenses 
2,203 

Net 
279 

Gross 
Profit 
1,375 

Other Passenger Services including Cruises ... 991 1,234 1,687 1,930 1,595 

Estimated, 1962 

Depreciation 
Organisation 

Expenses 
1,988 

1,234 1,522 

Net 
613 

1,161 

CO-

& 
H 

Total Passenger Ship Services

Cargo Ship Services 

. 2,915 

882 

3,797 

1,234 

433 

1,667 

3,890 

825 

4,715 

2,209 

376 

2,585 

2,970 

1,299 

4,269 

1,234 

433 

1,667 

3,510 

740 

4,250 

1,774 

126 

1,648 

5r/i May, 1962. 





0C. (62) 88 C O P Y N O . JV 

28thjvdax,^1962 


C A B I N E T 


Note by the Minister of 1 

T h e m e m o r a n d u m annexed has been considered by the 


Economic Policy Committee, and I w a s invited to circulate it to the 


Cabinet. 


2. T h e issue, very briefly, is that the Pacific S t e a m Navigation 


C o m p a n y have asked us for an operating subsidy for their passenger 


liner the "Reinadel M a r " , which is n o w running at a loss. 


3. I propose to tell the C o m p a n y that the G o v e r n m e n t cannot 


give them a subsidy. This will m e a n that the "Reina del M a r " will 


be taken out of service and m a y be sold to foreigners. This is 


regrettable but I think w e m u s t accept it. 


E. M. 


Ministry of Transport, S.E.1, 


28th M a y , 1962 




MNEX 


SUBSIDY FOR OPERATING THE S,S, "REINA DEL MAR" 


The Pacific Steam Navigation Company (which is associated with 

Royal Mail Lines) have asked for an operating subsidy for their 

passenger liner, the "Reina del Mar". They will dispose of the 

vessel and abandon their passenger service to the west coast of 

South America if the Government will not give help to keep her in 

service. 


2 . A letter from the Chairman of the Company is a p p e n d e d . M y 
Department have discussed the matter with them. The "Rei-na del Mar' 
is losing about £ 3 0 0 , 0 0 0 a year, there is no prospect of improvement 
in the near future and the Company cannot afford to continue 
carrying these losses (Royal.Mail Lines themselves are suffering 
badly on their cargo services from subsidies and discrimination in 
Brazil and recently had to declare no dividend). 
3. An annual subsidy of some £ 3 0 0 , 0 0 0 would thus be required to 
keep the vessel in her present service. This subsidy would have 
to go on indefinitely. My Department have asked the Company whether 
the vessel could not be used for cruising, but the answer is that 
about £ 7 0 0 , 0 0 0 would, have to be spent in altering the accommodation 
and the Company lack the capital; moreover the economics of 
cruising, even in combination with a reduced service- to South 
America, would be uncertain. 
h* The Company think that several foreign lines might be interested 
in buying the "Reina del Mar", which might fetch about £3 million. 
I feel doubtful whether other British lines would buy her, since 
British passenger services generally are already in trouble. Some 
foreign lines are given subsidies to help in competition (e.g. 
American, French and Italian), others have lower crew costs 
(e.g. Greek) or can use passenger ships on imigrant services at a 

lower and cheaper standard of service. Without subsidy, it is 

likely that British passenger lines generally will find it 

increasingly difficult to compete with countries that have a lower 

standard of living, since the crew costs of passenger ships are a 

large element in total operating costs. 


5. Although it is distressing to have to withdraw a ship which 

is only six years old, from a service which the Company has 

operated for a hundred years, and although British prestige in 

South America may suffer, I cannot recommend that the Government 

should give a subsidy. It seems to me out of the question to 

consider helping with a loan on favourable terms for conversion to 

cruising, and I do not consider that against the background of 

national policy generally it would be justifiable to give a subsidy 

for the purpose of keeping in operation a regular service to the 

west coast of South America. 


C O N F B D E N T I A L 



6. There is the further consideration that if we were prepared to 
subsidise the "Reina del Mar", it would he difficult to refuse 
other requests from passenger lines for subsidy. In this 
connection, I should mention that we have recently received an 
approach from Cunard about their existing North Atlantic services, 
on which I am circulating a separate paper, P. & 0. are also in 
great difficulty in making their passenger ships pay. 
7 . If my colleagues agree that I must reject the request for an 
operating subsidy for the "Reina del Mar"-, I do not think that the 
Government ought to attempt to interfere with the Company's freedom 
to dispose of the vessel. The Company will be aware that their 
fellow-shipowners will regard it as an act of disloyalty if the 
vessel is'sold to some foreign line that would use her to compete 
with other British lines. I would propose, however, to ask the 
Company to keep me informed to their plans for disposing of the 
vessel so that I shall be in a position to consider if necessary, 
with the General Council of British Shipping, whether there is 
anything that other British shipowners could do to help themselves 
in this situation. 

Re c ommendat i on s 

8. I should like to know that my colleagues agree that I must 

inform the Pacific Steam Navigation Company that the Government does 

not feel able to comply with their reciuest for a subsidy for the 

"Reina del Mar", and that we should wish to be informed of their 

plans for disposing of the vessel. 


E . Mo 

1.0th May, . 1962 
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Cony of a letter from the Chairman and Managing; 

Director of the Pacific Steam Navigation Co. to, 

the Permanent Secretary to the Ministry of Transport 


I have for- several months been increasingly worried about the 

operation, of "RE IN A DEL MAE", the working results of which have 

been far from satisfactory. 


"REINA DEL MAR" entered %he service in 1 9 5 6 , having been 
built in Belfast to replace "REINA DEL PACIFICO" then obsolescent. 
She was built for the service between Liverpool/France/Spain and 
the West Coast of South America, and is in fact the only British 
passenger ship proceeding from the United Kingdom to the West 
Coast Republics of Colombia, Ecuador, Peru and Chile, also 
serving Bolivia through Chilean ports. She also calls at 
La Guayra (Venezuela) on the way to the Canal and is, I believe, 
the only British passenger ship to do so. She is primarily a 
passenger vessel, with acoomodation for 218 in First Class, 2 1 9 in 
Cabin and 3 3 7 in Tourist. She can carry, however, about 5?000 
tons weight of cargo. She is a beautiful ship and we are proud 
of her. 

Unfortunately, latterly she has been operated at a cash loss, 

attributable to serveral separate and. distinct causes which I 

enumerate below :

(A)	 The dramatic advent of jet travel, which has made serious 

inroads into the business travel.which provides a good 

portion of her revenue. 


(B)	 The very large increase in operational costs, i.e. 

crews' wages, repair costs, port charges and in fact 

in almost every single item of expenditure. 


(C)	 The unhappy situation in Cuba, making it necessary for 

the ship to omit the calls there. Havana used to 

provide "REINA DEL MAR" with about one-third of her 

revenue. For geographical reasons this also meant 

omitting Bermuda, Nassau and Kingston, each of which 

made a useful contribution but not sufficient to 

warrant the longer route involved in calling there 

once Havana was eliminated. 


(D)	 The great restrictions currently imposed by Chile and 

Venezuela on foreign travel, as part of the policy of 

the governments of those countries to put their 

financial houses in order. 


The situation described under "B" could be covered by an 

adequate increase in revenue, but here fares are limited by what 

the Airlines charge and by what our foreign competitors do. 

The fares charged by these competitors - an Italian Line and, for 

part of the route, a French Line - are already lower than ours 

(their ships are not so good) and as it is largely a price market 

we have found it impossible to get rates up. The Italian and 

French Lines are heavily subsidised, and the economic employment 

of their ships is of secondary importance to them. 


The unfortunate fact, therefore, is that the ship is now 

operating at a loss - a cash loss - and although it is not a very 

large one, it is greater than the Company is able to bear at this 

time of generally depressed trading. The Court of Directors has 

decided, therefore, that the vessel must be withdrawn and disposed 

of unless we can obtain help from the Government to keep her in 

service. Having, regard to the categorical statement of the 
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Minister during the recent shipping debate in the House of Commons ' 

in the sense that the Government has no intention cf subsidising 

shipbuilding or shipping, I would be diffident to raise the matter 

were it not for the following reasons:

1,-1 believe the case to come strictly within the terms of 
paragraph 9 of the Summary of Main Recommendations of the 
Survey of British Shipping of the General Council of 
British Shipping (page UU) which reads as follows:

"Financial aid would be justified in the national 

interest where a particular British shipping 

service or a particular section of the industry 

is in danger of having to be abandoned or substan
tially reduced in strength, due to competition of 

a kind which can no longer be met effectively by 

efficient commercial operation," 


2 .	 - The Pacific Steam Navigation Company has maintained a 
passenger service between, the West Coast of South America 
and the United Kingdom since 1 8 6 8 without interruption, 
except during the 1 9 3 9 / 4 5 war (passenger ships were kept 
in service right through the 1 9 1 4 / 1 8 war). The names of 
the Company and of the ship were household words the 
whole length of the West Coast and their value from the 
angle of national prestige is undoubtedly very high, 
British prestige v/ould inevitably suffer were the ship 
to be withdrawn, and in Latin America prestige is hot an 
unimportant matter, 

3 .	 - It is feared that if and when the ship is withdrawn, 
foreign subsidised competitors would step into the breach 
and would take not only the passenger traffic but would 
go after the cargo as well, 

h, - The withdrawal of the ship would be a noticeable blow to 
the port of Liverpool, The immediate results would be 
that the sum of rather more than £ 1 + 0 0 , 0 0 0 per annum 
would no longer be spent in the port on repairs, stores 
and so on, and that 3 5 0 men would cease to find regular 
employment in manning the ship, but it is not' difficult 
to see that the chain reaction set up by a move of this 
nature extends to every branch of the port's activities. 

A very small subsidy would obviate all these losses, the 

effects of which would be widely felt. 


When making my annual trip to the South American countries a 

year ago, I discussed with our Ambassadors in the different capitals 

the fear that it might be found necessary to withdraw the vessel. 

Each and every one was emphatic in expressing the hope that this 

would not come to pass, and fully concurred with the view I have 

expressed ahove regarding the prestige value of the ship from a 

national point cf view. 


In view of the "Qo3" debacle, I hesitate to make comparison 

with Cunard, but I can say without fear of contradiction that 

"RE IN A DEL MAR" is just as important in her sphere as the ""Queens" 

are in theirs; when I had the temerity to give evidence before the 

Chandos Committee I said, in reply to a direct question, that 

anyone who could make as good a case as Cunard should have access 

to similar facilities, I think the case for "REINA DEL MAR" is as 

good. 


I would be happy to discuss this matter with you if you can 

spare the time and think that any useful purpose would be served. 


(Signed) Leslie Bowes 
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C A B I N E T 


N A T I O N A L A S S IS T A N C E - S C A L E S 

M e m o r a n d u m by the Chief Secretary to the Treasury 


and Paymaster-General 


The Minister of Pensions and National Insurance proposes 


(C. (62) 85) that the National Assistance scales should be raised by 


4s. (single) and 6s. (married) at a cost of £22 million a year. 


2. The full cost of any increase falls upon the Exchequer, and 


financially, therefore, very large s u m s are involved here, and it is 

necessary to look well ahead. F o r m y part I believe that it m a y well be 


thought fit to increase the national insurance retirement pension next 


year; I a m sure from past experience that w e cannot do that without at 


the s a m e time making s o m e improvement in National Assistance scales, 


because otherwise recipients of National Assistance will gain nothing 


f r o m the pension increase: and therefore, as w e m u s t envisage two 


increases in National Assistance scales within a year or less, it is 

important that the first increase should not be larger than our obligations 


necessitate. 


3. The Minister's proposal to increase by 4s. (single) and 6s. 


(married) would, on the contrary, give a liberal additional margin. It 


would in fact a c c o m m o d a t e an increase in the retail price index to between 


121 and 122, A s soon as the special seasonal factors of potato scarcity, 


etc. , have been eliminated, this index is expected to average about 119 


in the second half of this year. 


4. I suggest that the increase should be 3s, for the single house
holder, 5s, for the married couple, and 2s. for the single non-house
holder (there is a clear case on merits for a materially smaller increase 


for the non-householder, but this is a subsidiary issue which perhaps the 


Minister and I can settle without troubling the Cabinet). M  y proposal 


would cost £17 million a year, a reduction of £5 million a year on the 


Minister's proposals. I a m not suggesting that this £ 5 million should 


be held back in perpetuity, but that if it is to be given, it should be 


given next time and not this. 


5. It m a y be helpful to the Cabinet,, in reaching its decision, 


to have the following figures of cost per a n n u m , for each increase of 


Is. in the scale: -


Single householder £ 3 million 
Married couple £1 million 
Single non-householder £:f million, 

-1



6. I do not question the necessity of increasing the scales this 


autumn, but I suggest that the date should be 1st October, which is 


about the time w h e n people have to find m o r e m o n e y for heat and light. 


Each extra m o n t h m a k e s of difference of £1.4 million on m y proposals 


and £1. 8 million on the Minister' s. 


H. B. 


Treasury C h a m b e r s , S. "W. 1. 


28th M a y , 1962 
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CABINET 

IMPORTS OF COTTON TEXTILES 

MEMORANDUM BY THE PRESIDENT OF THE BOARD OF TRADE 

Negotiations with India, Pakistan and Hong Kong about the arrangements for 
limiting exports of cotton textiles after the expiry of the present arrangements at 
the end of 1962 are in a very advanced stage, and it will be necessary to make a 
statement in Parliament about them, and about our import policy generally in regard 
to cotton textiles, before Whitsun. 

Agreements with India, Pakistan and Hong Kong 
2. My colleagues will remember that the arrangements with these countries 

were first made in 1959 for a period of three years. In the case of Hong Kong, the 
arrangement, which took effect on 1st February, 1959, was in the form of a unilateral 
undertaking by the Hong Kong industry. In the case of India and Pakistan, there 
were inter-industry agreements negotiated with the Cotton Board on behalf of the 
British industry. These agreements came into operation on 1st January, 1960. 
The ceilings on exports amounted in total to 377 million square yards a year. In 
August 1961, when negotiations were carried through for the extension of the 
Hong Kong arrangement up to the end of 1962, the ceilings were raised to 422 million 
square yards. These arrangements did not apply to yarn. 

3. Decisions on the future of these arrangements are urgently needed because 
until the British industry knows that duty-free imports from these sources will 
continue to be kept in check, and at what level, firms will not feel able to go ahead 
with re-equipment and modernisation schemes in accordance with the intentions 
and provisions of the Cotton Industry Act, 1959. The final date for the submission 
of applications is 9th July. 

4. The British industry is going through a very bad time and is suffering 
from a complete collapse of confidence. It has pressed hard and repeatedly for 
a renewal of the arrangements with the three Commonwealth countries but on 
the basis of a reduction in the ceilings at least to the 1959 levels. The case for 
a reduction was pressed very strongly by a deputation from the industry which 
met the Prime Minister on 15th May. It had become increasingly clear that 
the Cotton Board would have the greatest difficulty in securing the support of 
the industry for negotiating an extension of the inter-industry agreements with 
India and Pakistan on the present basis and might have felt obliged to refuse 
to make, the attempt. 

5. On the other hand, the exporting industries, and their Governments, 
could not be expected to agree to a reduction in their export opportunities, which 
are of such great importance to their plans of economic development. In the 
circumstances the Economic Policy Committee decided on 18th April that we should 
seek to continue the arrangements on their present basis up to the end of 1965 
and that a ceiling should be introduced on yarn imports. 

6. Since that decision was taken the Government of Hong Kong, with 
great skill, have led the Hong Kong industry to offer an extension of the present 
arrangements on these lines. As regards yarn imports, the offer is that they will 
take effect during the present year. This offer is conditional upon India and 
Pakistan accepting similar restraints. 

7. In all the circumstances the best course was to seek unilateral undertakings 
from the Indian and Pakistani industries similar to that offered by Hong Kong. 
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Soundings taken through the Governments of the two countries have shown that 
the Indian industry is prepared to give such an undertaking; the Pakistani 
Government and industry are unhappy about the yam proposals but I hope that 
they will acquiesce. I expect that the discussion will have advanced far enough 
before Whitsun for me to be able to make a firm announcement on these matters 
although some details will still remain to be cleared up. 

The Lancashire Reaction 
8. The Hong Kong offer has been published. The United Kingdom 

Government announced simultaneously their view that it is a reasonable offer. 
The fact that India and Pakistan had been approached to give similar undertakings 
was also announced. This has led to bitter disappointment and criticism in 
Lancashire. The disappointment is the more intense because of hopes aroused by 
the Report from the Estimates Committee of what the industry regarded as 
support for its case. The Fourth Report from the Committee, on assistance to the 
cotton industry, which was published on 15th May, concluded that, "failing a 
speedy and satisfactory solution to the related problems of imports, marketing and 
the fuller use of plant and machinery, much of the expenditure incurred [under the 
1959 Act] will have been to no purpose ". 

Imports From Other Sources 
9. The anxieties of the British cotton industry are not only with imports 

from the three Commonwealth countries. In 1960, when demand was booming 
and the home industry was unable fully to meet it, imports flooded in from all 
parts of the world including many countries which had never previously been 
regarded as textile exporters. These imports proved to be substantially in excess 
of requirements and heavy stocks of unbought cloth have been hanging over the 
market. The present depressed state of the industry is largely a result of inflated 
demand 18 months' ago. Imports, like home production, have fallen away 
sharply. The industry is convinced, however, that, when demand revives, imports 
rather than the home industry will benefit unless something is done to prevent this 
from happening. It has publicly repeated its demands that " overall imports from 
under-developed and low-cost Eastern producers should not be allowed to increase 
again to higher than the 1959 levels" and that "the disruption clauses of the 
General Agreement on Tariffs and Trade arrangement should be used firmly and 
quickly in the case of sudden increases in the imports of any particular category 
of cotton textiles ". 

Competition with North America and Western Europe. 
10. The industry bases its case on the threat of imports from countries with 

low living standards, but in fact more than 100 million yards of cloth a year— 
nearly a quarter of our total imports of cloth for home use—is coming into the 
country from Canada, the United States, and countries in Western Europe whose 
standards of living are comparable with our own. All these imports, except those 
from Canada, pay duty of 17-̂  per cent. It is a disturbing feature of the present 
state of the British cotton industry that while it is vulnerable in its home market, 
its exports show a progressive decline. The export performance of our European 
competitors is by comparison better than ours. In 1961 British exports to Canada, 
for instance, were less than half what they had been in 1957, but Canada was 
importing substantially more from West Germany and the Netherlands than from 
Britain, although our cloth enjoys a tariff preference. Much the same thing has 
happened in the United States. Well over half our present exports of cotton 
cloth are imported cloth that has only been finished in this country. 

11. What is happening is that the British industry is being left behind by 
the rest of the world. There are still in Lancashire some excellent firms and great 
technical skill. But for the most part its equipment, its organisation and its 
methods of working are out of date. In the longer run, its only hope of survival 
as a major industry, failing a degree of protection which would be quite 
inconsistent with our international commitments, our commercial policy generally 
and with the needs of our economy, is in thorough-going reorganisation. As the 
Select Committee pointed out, marketing and the fuller use of plant and machinery 
are urgent problems. Scrapping of redundant machinery has been carried out but 
the reorganisation of the structure of the industry and the wide development of 
shift working, which are matters to be dealt with by the industry itself and which 



it was the purpose of the 1959 Act to encourage have not yet been carried far. 
Unless something is done to provide some confidence in the future, there will be 
no hope of substantial re-equipment or reform. , 

Import Policy 
12. One objective of my forthcoming statement must be to build up 

confidence. The question is to what extent this can be done without new and 
unacceptable departures of policy. It is not possible to give the industry all that 
it wants, but the present policy, seen in its proper setting, ought itself to be 
reassuring. The industry should be brought to realise that the present crisis of 
confidence is overdone. The flood of imports in 1960 and early 1961 followed a 
period when Lancashire could not offer quick delivery and when her prices were 
high. The fact that it happened in these abnormal conditions does not show that 
anything on the same scale will happen again. It will not, so long as Lancashire's 
order books are not abnormally long and her prices are not wholly out of line 
with her competitors. Imports from the most dangerous competitors, e.g., China 
and Japan, are already subject to severe quantitative control. Imports from Spain 
are limited by voluntary agreement. The long-term agreement regarding 
international price in cotton textiles recently negotiated at Geneva and now before 
Governments for their acceptance should provide a means for dealing with threats 
of disruption from some other sources. We shall use this means where we can 
and if need arises. 

13. The industry would like me to promise that imports from any new 
source, or any increase in imports from a potentially disruptive source, (however 
that may be defined), will be stopped, but any such comprehensive promise could 
not be implemented without departure from the policy of admitting Commonwealth 
goods free of restriction and without breaking our obligations to Commonwealth 
and to foreign countries under the General Agreement on Tariffs and Trade. 
This would expose our exports to retaliation and set the worst possible example 
to other countries, notably the United States, where there is considerable pressure 
for restrictions on our exports. 

14. The industry is full of fears, but in fact the sources of real danger are 
very few and the case for taking action may never arise. We should avoid giving 
promises which we cannot fulfil. On the other hand, we want to give as much 
assurance as possible that we are keeping developments under control and will 
not hesitate to act if the need arises and if action can be taken consistent with our 
general commercial policy. 

Proposed Action 
15. Under these circumstances, I think there is one step we can take now 

which should have some psychological value in the present state of mind in 
Lancashire. I propose that we withdraw from all sources except India, Pakistan 
and Hong Kong the Open General Licence under which imports of cotton textiles 
and yarns may be imported freely; we would replace this by a system of Open 
Individual Licensing. This would not constitute a control on import and can be 
defended in the General Agreement on Tariffs and Trade provided it is applied 
non-discriminatorily: it will, however, involve a licensing system on Commonwealth, 
including Colonial, as well as foreign supplies. It will have the slight practical 
advantage that it will give us more accurate information on imports of cotton 
textiles and thus enable us to introduce an effective control somewhat more quickly 
should this prove to be necessary at a later stage. 

16. I also propose that approaches should be made without delay to certain 
exporting, or potentially exporting, countries with a view to enlisting their 
co-operation in avoiding the difficult situation which would arise if there were to 
be a marked rise in their exports to this country. 

17. I propose to emphasise in my statement the need for action by the 
industry itself, and that the industry will be judged by the results it achieves.
intend also to deal with certain other matters in addition to those discussed above, 
but I need not trouble my colleagues with full details of them. 

18. I attach at Annex my proposed statement in draft. I should welcome 
my colleagues' approval of it. 

F J E 
Board of Trade, S.W. 1, 


28th May, 1962. 
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ANNEX 

COTTON TEXTILES 

Draft Statement 

I wish to make a statement of Government policy concerning imports of 
cotton textiles and other matters affecting the cotton industry. 

[The Government have now received through the Governments of Hong 
Kong, India and Pakistan undertakings from the industries of these countries to 
continue up to the end of 1965 the present ceilings on their exports of cotton piece 
goods and made ups for retention in this country. 

In addition the industries of the three countries have undertaken to limit their 
yarn exports to the level of their trade in 1961. This is a new feature which will 
come into operation next month. 

Certain details remain to be settled but a continuation of the arrangements 
with Hong Kong, India and Pakistan is thus assured for another three years, with 
the inclusion of yarn, and without any further additions to the ceilings.] 

These arrangements will ensure stability over a large part of the market. 
Supplies from all the major low-cost Asian producers are now regulated either 
by voluntary means or otherwise. Imports from Japan, Formosa, China and the 
Eastern bloc countries are under licensing control. This will continue. Imports 
from Spain are limited by agreement with the Spanish industry. All imports of 
cotton cloth from foreign countries, including the United States and the countries 
of Western Europe, from which imports are continuing at a relatively high level, 
have to pay an import duty of 17-£ per cent. 

The long-term Geneva Agreement is due to come into operation in October 
next. The Government hope it will be accepted by many countries. They intend 
to accept it for the United Kingdom subject to a reservation exempting us from 
obligations under the Agreement to admit increased imports. 

Cotton textiles is a trade where exports from new sources may grow very 
rapidly. The Government intend to keep the situation under review and are 
therefore introducing a system of open individual licensing. This involves the 
withdrawal of the present Open General Licence under which cotton piece goods 
and yarn may be freely imported from most sources, but it does not entail new 
restrictions. A full announcement of the details of the licensing arrangements is 
being issued to-day. 

It would be unfair to those countries who are voluntarily restricting their 
supplies to this market if other countries should take advantage of such restraint 
to increase their own sales. Countries with no traditional trade in cotton textiles 
should not count on being able to build up a new market in Britain. 

There is one further matter to which I should refer. The Cotton Industry 
Act 1959 allowed three years for the submission of applications for re-equipment 
grant. This period ends on 9th July next. Firms intending to submit applications 
to the Cotton Board should do so without delay. They will still have another year 
to place their orders with machinery makers and up to July 1964 to complete 
installation of the plant. 

This statement will enable firms in the industry to judge where they stand 
and to decide upon their future action. Much special help is being given to the 
industry, but the industry itself has a great deal to do. The problems of 
re-organisation are great but they must be solved if the industry is to survive. It 
is for the industry to solve them. 

May 1962. 
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30th M a y , 1962 


C A B I N E T 


B U R M A : W A R D A M A G E C L A I M S 


M e m o r a n d u m Jay the^Lqr^ Chancellor 


I a m circulating this m e m o r a n d u m at the P r i m e Minister's 


request to inform m y colleagues of the conclusion reached by the H o m e 


Affairs Committee on the handling of claims m a d e by the B u r m a h Oil 


C o m p a n y and other firms for compensation for w a r d a m a g e in B u r m a . 


2. The claims relate to the d a m a g e done to the companies' 


property under the scorched earth strategy pursued by our forces on 


leaving B u r m a in 1942. Proceedings for compensation for this d a m a g e 


have n o w been instituted against the C r o w n in the Scottish courts, 


and a total of nearly £ 4 0 million plus interest is involved. If other 


British-Burma companies take similar proceedings, the potential 


cost to the Exchequer would exceed £100 million. The Court of; 


Session is expected to start hearing the claims about the middle of July. 


3. The claims are being resisted on a n u m b e r of solid legal 
grounds: that the acts of destruction on which they are based w e r e 
acts of the G o v e r n m e n t of B u r m a and not of the United K i n g d o m G o v e r n 
ment; that the B u r m a legislation under which they were authorised 
precluded compensation; that the destruction w a s done in the course 
of necessary operations of w a r in the face of an advancing e n e m y . 
W e have always denied any liability to compensate these firms directly 
for their w a r losses in B u r m a , and the G o v e r n m e n t of B u r m a have 
also declined to pay any compensation for their losses. In 1948 the 
Treasury distributed ex gratia the s u m of £10 million a m o n g the 
British-Burma companies, but this payment w a s m a d e in the interests 
of the national e c o n o m y as a m e a n s of enabling British concerns to 
rehabilitate their pre-war businesses. 

4. The H o m e Affairs Committee w e r e agreed that the companies' 


claims are without merit and that it would be intolerable if the Govern
m e n t had to m e e t them. The chances of the companies succeeding 


in the courts are only slight, but if the courts were to decide in 


their favour, the G o v e r n m e n t could hardly avoid introducing a Bill 


to set aside the decision, even though the legislation would be clearly 


retrospective. That being so, the C o m m i t t e e thought that there would 


be advantage in warning the companies n o w of the G o v e r n m e n t s 


intentions before they incurred further heavy expenditure on litigation. 


It is true that this course might expose the G o v e r n m e n t to criticism 


unnecessarily (since the courts might reject the claims) and would in a 


sense involve interfering with a case actually pending before the courts 
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(since s u m m o n s e s have already been served on the Lord Advocate); 


but if the companies proceed with their claims despite a warning, 


the G o v e r n m e n t will be in a stronger position to introduce legislation, 


and if as a result of the warning the claims are abandoned, no legis
lation will be necessary. (The C o m m i t t e e recognised that, in any 


event, it. would be impracticable to introduce legislation this session. ) 


5. The H o m e Affairs Committee accordingly concluded that 


the claimants should be warned immediately that the G o v e r n m e n t 


would introduce legislation to nullify their claims in the event of 


the courts deciding against the C r o w n . A suitable letter is being 


prepared which will leave the companies in no doubt that the Goyern
m e n t remain confident that the claims will be rejected by the courts. 


If as a result of the warning the claims are withdrawn, there could be 


a case for m a k i n g an ex-gratiau contribution to the legal costs which 


the companies have already incurred. -


K. 

House of Lords, S . W . 1 , 

29th M a y , 1962 
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C. (62) 9 2 Copy NQ. ^ 
4th June, 1962. 

CABINET 

NEGOTIATIONS FOR A COMMERCIAL TREATY WITH JAPAN: 


SENSITIVE LIST 


MEMORANDUM BY THE PRESIDENT OF THE BOARD OF TRADE 

In December 1960 the Cabinet approved proposals by my predecessor for 
the list of sensitive products imports of which from Japan would continue to be 
restricted after the conclusion of a Commercial Treaty. (C.C. (60) 65th Conclusions, 
Minute 7.) Now the progress of discussions with the Japanese, which have enabled 
us to assess more precisely the effect of imports from Japan of the categories of 
goods in question, and the development of our trade make it necessary to revise 
these proposals. The purpose of this paper is to seek my colleagues' agreement to 
an amended list. This was considered by the Economic Policy Committee on the 
23rd May and I was invited to submit it to the Cabinet. 

2. The Sensitive List is intended for items where there is a clear and immediate 
threat of disruptive competition if imports are freed on entry into force of the 
treaty. In addition, we shall have the right to restrict imports of any type of goods 
which are not on the List if these threaten disruption. I am concerned in this paper 
only with the items to go on the List and the length of time for which they should 
remain on the List. The size of the quotas to be given to the Japanese and the 
question how far control should be exercised at the Japanese end rather than at 
our end have not yet been brought to the point where decisions are required from us. 

Advantages of a Commercial Treaty 
3. It may be asked what advantage we shall get from a treaty with Japan 

if it involves further relaxation of controls on imports. The conclusion of a treaty 
granting m.f.n. treatment of each country's exports to the other, subject to the 
safeguards against disruptive competition which I have mentioned, will enable us 
to normalise our commercial relations with Japan and by withdrawing Article 35 
of the General Agreement on Tariffs and Trade to accord to Japan substantially 
the same treatment as to all other industrial countries outside the Eastern bloc. 
The political advantages of removing the discrimination which we have practised 
against Japan since the War are obvious. 

4. The economic advantages are even greater. We want a guarantee of 
equal treatment for our exports in the Japanese market, which our most 
formidable competitors already have. Japan's economy is expanding at a 
remarkable rate and this combined with rapid progress in liberalisation has enabled 
us to increase our total exports to Japan from £29 - 2 million in 1960 to £43 -1 million 
in 1961, an increase of 48 per cent. There has been a further increase in the first 
four months of 1962 when exports were running at an annual rate of almost £50 
million. Some details of trie changes in our trade with Japan are given in Annex A. 
It is true that the Japanese are damping down their economy at present, but it is 
still relatively buoyant and past experience gives every reason to believe that they 
will resume more rapid expansion in due course. We are certainly not alone in 
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valuing the possibilities of the Japanese market. Both the Americans and the 
Germans have been showing much more interest than our firms have shown until 
recently. The Italians, Austrians and Belgians have all, like us, sent Trade Missions 
in the last few months: and most European countries-even the French—are 
liberalising their treatment of Japanese goods. 
, 5. I think it in any event wrong to regard the relaxation of restrictions of 

Japanese imports as an evil, though perhaps a necessary one. Trade will increase 
when restrictions are removed only to the extent that private enterprise here finds 
a demand for Japanese goods and a profit in supplying this demand. It is surely 
no part of our philosophy to obstruct private enterprise in filling the public's 
legitimate demands. We are justified in retaining restrictions only to the extent 
that they are essential to prevent the disruption of industries in this country whose 
survival we regard as indispensable. From an economic point of view, we shall 
benefit ourselves most by removing restrictions to the greatest possible extent. 
The wider the field from which our manufacturers can buy components or semi
processed goods, the better for our economy; the greater the choice the domestic 
consumer has, the better for our standard of living. 

6. Although we have liberalised a long list of goods from Japan in recent 
years, there has been no dramatic increase in imports of manufactured goods,
from Japan despite the apprehensions of some of the industries concerned. (See 
Annex A.) We shall no doubt encounter criticism from sectional interests for 
moving forward, but representative bodies, such as the Federation of British 
Industries, and the London and Birmingham Chambers of Commerce, are looking
to us to conclude a treaty which will put our commercial relations with Japan on 
a stable footing and will criticise us, rightly, if we fail to do so. 1 

Proposals 
7. The course of the negotiations has made it clear that wc shall not get a 

treaty unless we cut down the Sensitive List further than we have hitherto been 
willing to do, and for the reasons given in the preceding paragraphs I am convinced 
that we should be right to do so. The criterion for retaining goods on the list 
must be the immediate threat of disruptive competition if imports from Japan 
were freed on the entry into force of the treaty. Where there is no such clear 
threat we should not seek to retain goods on the Sensitive List; if trouble appears 
later we can use the safeguards procedure to reimpose control. 

8. I therefore propose that we should remove from the Sensitive List 
altogether (in addition to photographic equipment which was freed last year),
clocks, golf balls, most optical instruments, certain kinds of toys, some textiles 
and, subject to the views of the Minister of Aviation, Certain kinds of transistors 
and transistorised radio equipment. The textiles to be freed do not include any 
cotton textiles except piece-goods for re-export. Some of the non-textile items 
which I propose to retain on the List would be retained only until the end of 1964 
or 1965 in order to provide time for the industry here to adjust themselves. My
proposals are set out in detail in Annex B which compares them with the 
proposals approved by the Cabinet in 1960 and with the proposals which the 
Japanese have put to us. Annex C contains fuller notes on each item. 

9. I ask my colleagues to agree to my putting these, proposals to the 
Japanese. I cannot promise that they will enable me to obtain a final settlement 
but I am sure that we shall not reach agreement unless we are prepared to go at 
least as far as this, and I think we can do so without endangering any vital 
domestic interests. 

.: - - f: : .. . F: J. E. 

Board of Trade, S.W.1, 
1st June, 1962- : : ; ' .  ' . .:':]':''\ 



ANNEX A 

TRADE WITH JAPAN 

I.—United Kingdom Exports to Japan 

I960 1961 
(£000) 

Wool tops 1,938 5,156 
Chemicals ... ... ... 3,407 4,570 
Woollen and worsted fabrics 2,818 2,980 
Silver, platinum and jewellery . 1,212 1,270 
Iron and steel 1,800 4,407 
Office machinery 983 1,635 
Machine tools 605 2,028 
Other machinery 6,030 7,552 
Road vehicles and aircraft ... 861 2,689 
Other exports 8,073 9,463 

27,727 41,750 
Re-exports ... 1,470 1,343 

Total exports ... 29,197 43,093 

II.—United Kingdom Imports from Japan 

1960 1961 
i£000) 

Fish and fish preparations
Fruit, tinned or bottled 
Wood ... ... 
Silk 

 ... 16,537 
4,638 
2,240 

872 

12,987 
4,950 
1,777 

730 
Animal and vegetable
Chemicals ... 
Plywood ... 
Cotton grey cloth 
Iron and steel
Machinery ... 
Other imports ... 

 oils

 '. 

 ... .. . 3,215 
1,289 
3,129 
2,910 

875 
871 

5,507 

1,304 
1,572 
1,772 
3,482 
1,055 
1,737 
7,900 

Total imports 42,083 39,266 

May 1962. 
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United Kingdom List (approved 
in December 1960) 

1.	 Precision cameras, 8-mm. 
cinematographic equipment, 
optical photographic equip
ment and parts 

,2.	 Cigarette lighters (other than 
-	 those made of precious 

metals) and parts 

3.	 Clocks, mechanical timing 
devices, and parts (to be 
removed from the list if 
imports are liberalised by 

. Japan) 

4.	 Cutlery, forks and spoons, 
and parts 

5.	 Domestic sewing machines 
and parts 

6. Fishing tackle 

7. Golf balls 

8. Nets and netting 

9.	 Optical instruments (includ
ing binoculars) and lenses, 
prisms and other optical 
elements, and parts (other 
than surveying instruments 
and parts) 

10.	 Pottery 

11.	 Toys and games 

12.	 Transistors, radio and tele
vision apparatus, gramo
phones and radio-gramo
phones, and parts, other 
t h a n n o n - t r a n s i s t o r i s e d 
equipment and parts thereof, 
in so far as they can be 
distinguished from parts of 
transistorised equipment. 
Retain until 1st January, 
1966 

ANNEX B 


THE SENSITIVE LIST 

List proposed by the 

Japanese 


Knives, spoons and forks made 
wholly of stainless steel, less 
than 26 cm. in total length 
and less than $3.00 f.o.b. per 
dozen 

[Under consideration] 

Nets and netting of cotton 

Binoculars 

Tableware and toilet articles, 
statuettes, fancy articles, 
novelties of pottery and other 
ceramic wares of porcelain 
for household use (except 
those of national design) 

Metallic toys of less than 
$3.00 f.o.b. per piece and 
ceramic toys 

Changes recommended 

Delete (imports liberalised on 
7th February, 1962) 

Retain until 1st January, 1965 

Delete 

Amend definition to " knives, 
forks and spoons and parts 
thereof containing iron or steel". 
Retain until 1st January, 1967 
(one year earlier if necessary) 

Retain until 1st January, 1965 
(one year earlier if necessary) 

Retain until 1st January, 1966 
(one year earlier if necessary) 

Delete 

Retain whole item without time
limit 

Retain binoculars and parts until 
1st January, 1966, and micro
scopes and parts until 1st 
January, 1965 (one year earlier 
if necessary in both cases) 

Accept Japanese definition and 
retain without time-limit 

Delete toys wholly of plastic, 
celluloid, rubber or glass. Retain 
metal and ceramic toys without 
time-limit, and other toys until 
1st January, 1966 

Delete industrial transistors, tran
sistorised television apparatus 
and transistorised gramophones 
and radio-gramophones (and 
parts of these, in so far as they 
are distinguishable). Retain 
other entertainment equipment 
and parts until 1st January, 1965 
(one year earlier if necessary) (a) 



United Kingdom List (approved 
in December 1960) 

13.	 Textiles and textile manu
factures, including apparel 

List proposed by the 

Japanese 


Cotton and rayon piece goods, 
except those for re-export 

Light and plain woollen piece 
goods and apparel made 
therefrom 

Synthetic grey cloth, except for 
re-export 

Knitted, netted and crocheted 
apparel of cotton, wool or 
man-made fibre, including 
gloves and socks 

Outer garments and under
wear of woven cotton or 
man-made fibre fabrics 

Textile secondary products 
for household use, except 
goods made of linen, ramie, 
hemp and jute and items 
included in the present quota 
for " table cloths, curtains, 
sheets and similar goods " 
of other than cotton 

Handkerchiefs, shawls, scarves 
and mufflers, except those of 
silk and linen 

Cotton lace of Raschel knitting 
Industrial goods of cotton 
Narrow fabrics of cotton 

i 

Changes recommended 

Retain without time-limit the 
items proposed by the Japanese 
(b) and also the following: 

[Some man-made fibres and fila
ments] 

Yarns other than wool, (b) silk 
and linen 

Processed synthetic cloth 
Silk piece goods (other than 

medium weight) and apparel 
made therefrom 

Lace and embroidery of all types 
Industrial goods of all types 
Narrow fabrics of all types 

Some wool textiles (b) 

(a) Subject to agreement by the Minister of Aviation. 
(b) Subject to qualifications explained in paragraph 11 of paper. 

May 1962. 



ANNEX C , . :J, 

NOTES ON ITEMS TO BE INCLUDED IN OR DROPPED FROM THE 
SENSITIVE LIST 


1. Photographic Equipment.—Imports have already been liberalised, and 
there is therefore no longer any question of including this item in the List. 

2. Cigarette Lighters.—Japan produces and exports cheap lighters on a very 
large scale. The excise duty of 6s. a lighter in effect provides substantial protection 
for our industry because it forms so large a proportion of the retail price that the 
price difference between home produced and imported lighters becomes relatively 
small. There is also an import duty of Is. a lighter on imported lighters. If imports 
from Japan were freed, the well-known firms such as Ronsons would be able to 
hold their own, but the smaller manufacturers would find it difficult to withstand 
Japanese competition; they should therefore be allowed time for readjustment and, 
if necessary, developing the manufacture of other goods. I propose that this item 
should be retained on the list until 1st January, 1965. 

3. Clocks.—In December 1960 the Cabinet decided that clocks and 
mechanical timing devices should be removed from the list only on the 
understanding that they would be restored if the Japanese had not removed their 
import restrictions on these goods by the time the Treaty came into force. They 
have now removed many of these restrictions, and as imports from Japan are in 
any case unlikely to cause disruptive competition I think that we should now agree 
to drop this item. Import duties range from 20 per cent, to 33£ per cent. Watches 
are a separate matter; imports are controlled from all countries. 

4. Cutlery.—Japan is a competitive producer of tableware, especially 
stainless steel tableware, whereas our industry has lagged behind and needs a 
period of protection until it is strong enough to withstand competition. I propose 
to retain this item on the list until 1st January, 1967, but to concede 1st January, 
1966, if absolutely necessary. I do not think it necessary to include silver plated 
tableware or minor items of cutlery such as scissors and manicure sets which are 
protected by duties mostly of 20 per cent, and the definition which I propose will 
not cover these although it is somewhat wider than the one suggested by the 
Japanese. 

5. Sewing Machines.—The Japanese are still considering whether they can 
accept this item. Our industry may be able to stand up to Japanese competition 
in time, but a breathing space is needed; I therefore propose to press the Japanese 
to accept this item until 1st January, 1965. I would be prepared to amend this to 
1st January, 1964, if it were absolutely necessary in order to reach agreement. 
Import duties range from 15-20 per cent. 

6. Fishing Tackle.—Makers of fishing tackle in this country must expect to 
have to face Japanese competition in time, but I propose that this item should be 
retained on the list until 1st January, 1966, though here again I would be prepared 
to shorten the period by one year if absolutely necessary. Import duties range 
from 15-25 per cent. 

7. Golf Balls.—There has been some Japanese competition at low prices in 
third countries, but our manufacturers have great prestige and should be well able 
to stand up to the Japanese with the protection afforded by a 25 per cent, import 
duty. I propose that this item should be deleted. 

8. Nets and Netting.—The industry is highly localised (in Bridport) and 
extremely sensitive to Japanese competition. We must insist on retaining all types 
of netting on the list and refuse to commit ourselves to a final date for liberalisation. 
Import duties range from 20-42 per cent., depending on the content of man-made 
fibres. 

9. Optical Instruments.—I propose that, while agreeing to delete other 
instruments, we should press the Japanese to accept microscopes as well as 
binoculars for two or three years. Optical instrument manufacturers enjoy a high 
degree of protection from the tariff which is 50 per cent, in most cases. 

10. Pottery.—The definition proposed by the Japanese covers all types of 
pottery now subject to import control except pottery of traditional Japanese shape 



and design. This is acceptable provided that a suitable method of udentifying 
pottery of traditional Japanese shape and design can be worked out. The import 
duty is low—on tableware 25s. per cwt.; on ornamental pottery it is 90s. per cwt. 

11. Toys.—The Japanese are prepared to accept restrictions on cheap metal 
toys, where their main competitive advantage lies, and ceramic toys. I propose 
that we should also press for some continued protection untill 1966 for other 
types of toys, except those of plastic, celluloid, rubber and glass, where the 
Japanese will have to compete with Hong Kong as well as with our industry. 
Most toys are subject to an import duty of 25 per cent. 

12. Transistors.—This is an item to which the Japanese attach great 
importance. They have so far refused to accept it at all and some willingness to 
compromise on our part is likely to have an important bearing on the success of 
the negotiations. Our main need is for a measure of protection to enable our 
industry to catch up with Japan's lead in the production of transistor radios for 
entertainment and parts thereof where the price and scale of Japanese output is 
such that it could inflict severe damage on our industry in present circumstances. 
There is much less evidence to show that in default of restrictions industrial 
transistors would be exported here in disruptive quantities, and transistorised 
television sets and gramophones are not being produced either here or in Japan 
on a substantial scale, while the quality of Japanese transistorised radio
gramophones is said to be unsatisfactory. I propose therefore that all these items, 
which are protected by an import duty of 20 per cent, in most cases, should be 
deleted. In view of the rapid progress being made by our industry I also propose 
that the time-limit for the items remaining on the list (principally transistorised 
radios and parts thereof) should be shortened. 

13. Textiles.—This item presents particular difficulty. We cannot hope to 
reach agreement with the Japanese on the basis of our original proposal that all 
types of textiles and textile manufactures should be included indiscriminately, but 
on the other hand we cannot make do with the very limited list which they have 
offered. Nor can we accept any obligation at this stage as to the dates for 
liberalising any of the items in this category remaining on the list. I propose that 
we should press for the inclusion of all the items enumerated in columns 2 and 3 
of Annex B. This means freeing the following: 

(Import duties shown in brackets.) 
(i) Cotton and rayon piece goods for re-export (nil). 
(ii) Synthetic grey cloth for re-export (nil). 

(iii) Silk yarn (20 per cent, plus Is. 6d. per lb.) and linen yarn (7% per cent.). 
(iv) Some man-made fibres (7id.-9d. per lb.) and filaments (20 per cent, -r- 9d. 

per lb.). 
(v) Silk piece	 goods of medium weight (22^ per cent, or Is. per sq. yard 

whichever is the greater) and apparel made therefrom. 
(vi) Linen piece goods (17^ per cent.) and apparel (20-25 per cent.). 

(vii) Household textiles other than of cotton (20-42 per cent.). 
(viii) Wooltops	 and yarns (7^-10 per cent.) and certain wool cloths (17£ per 

cent.) (see below). 
It is in our own interest to free imports for re-export. I see no immediate threat 
of disruptive imports of the other items included in this list. The Government of 
Northern Ireland dislike the proposal to free linen but Japanese exports of linen 
are very small compared with our own. 

14. Wool.—The industry have argued strongly that all kinds of wool textiles 
should be included in the Sensitive List. I am not, however, satisfied that a good 
case has been made out in respect of tops and yarns, and in default of further 
evidence I propose to free them from restrictions. The Japanese have offered 
to agree to the inclusion of " light and plain " cloths and garments made from 
them. This definition of cloth appears too restrictive and I shall try to widen 
it, if necessary at the price of dropping garments where the risk of disruptive 
competition does not appear very great. However, I shall be meeting 
representatives of the industry on 4th June, and will report my final conclusions 
orally to the Cabinet. 

May 1962 
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CABINET 

COTTON TEXTILES 

MEMORANDUM BY THE PRESIDENT OF THE BOARD OF TRADE 

As I warned my colleagues might be the case, developments since my 

memorandum on cotton textiles was considered on 31st May (C.C. (62) 

39th Conclusions, Minute 8) have necessitated some modifications in the draft 

statement which was then approved. 


2. The Government of India wish the statement to say that the undertaking 
by the Indian industry is on the assumption that, in the event of our joining the 
Common Market, Indian cotton goods will continue to enter the United Kingdom 
free of import duty. We cannot be parties to such an assumption but a revised 
paragraph has been put to the Government of India which I hope will be acceptable 
to them. 

3. Ministerial changes in Pakistan made it impossible for the Pakistani 
Government to settle the matter with their industry for some weeks to come. This, 
too, means that changes are required. 

4. Two new factors have emerged: 
(a)	 Following consideration by the Cotton Board of the announcement of the 

Hong Kong offer and the Governments favourable reception of it, 
Lord Rochdale, the Chairman of the Cotton Board, has asked that the 
statement should refer to the very strong representations made by the 
Cotton Board for a reduction m the ceilings for imports from Hong 
Kong, India and Pakistan. The Cotton Board is in a difficult position 
in relation to the industry and I think we owe it to Lord Rochdale to 
meet him on this point. 

(b)	 The trend of negotiations with the Six in Brussels makes it desirable to 
state plainly that the proposed ceilings are in our view reasonable in 
all the circumstances. 

5. In view of the foregoing, paragraphs 2-5 of the statement have been 
modified and slightly re-arranged. The revised text is annexed. 

6. I have discussed with the Chancellor of the Duchy of Lancaster the date 
on which the statement is to be made and we have agreed on Wednesday, 6th June. 

F. J. E. 

Board of Trade, S.W. 1, 

4th June, 1962. 
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. ANNEX 

COTTON TEXTILES: DRAFT STATEMENT 

(Revision of first six paragraphs) 

I wish to make a statement of Government policy concerning imports of 
cotton textiles and other matters affecting the cotton industry. 

As the House may be aware, the Government .have received, through the 
Government of Hong Kong, an offer from the Hong Kong industry to continue 
up to the end of 1965 the present ceilings on their exports of cotton piece goods 
and made-ups for retention in this country and, in addition, to limit yarn exports 
to the 1961 rate. The limitation of yarn exports is a new feature which would 
come into operation shortly. 

This offer is subject to the acceptance of similar arrangements on the part 
of India and Pakistan. The Government of India have informed us that a 
similar offer is now forthcoming from the industry in India. Discussions are 
still proceeding between the Government and industry in Pakistan. 

The Government are aware that the British industries concerned regard 
these levels as excessive, and very strong representations have been made by the 
Cotton Board to secure a reduction. 

On the one hand, the Government recognise the serious difficulties which 
a large volume of imports cause to these industries; on the other hand, the 
Government are bound to take account of the importance of textile exports to 
the economies of the Commonwealth countries concerned. Weighing both these 
considerations, they have decided that the proposed ceilings are reasonable in 
all the circumstances and that the offers should be accepted. 

Certain matters remain to be settled and the undertakings are on the basis 
of the present system whereby cotton textiles from Commonwealth countries, enter 
Britain duty free. If, as a result of the negotiations in Brussels, there were to 
be any change in this system, the Governments and industries concerned naturally 
reserve their right to reconsider the undertakings. 

The long-term Geneva Agreement is due to come into operation in October 
next. The Government hope it will be accepted by many countries. They intend 
to accept it for the United Kingdom subject to a reservation exempting us 
from obligations under the Agreement to admit increased imports. 

These arrangements will ensure stability over a large part of the market. 
Supplies from all the major low-cost Asian producers are now regulated either 
by voluntary means or otherwise. Imports from Japan, Formosa, China and 
the Eastern bloc countries are under licensing control. This will continue. 
Imports from Spain are limited by agreement with the Spanish industry. All 
imports of cotton cloth from foreign countries, including the United States and 
the countries of Western Europe, from which imports are continuing at a relatively 
high level, have to pay an import duty of 17^ per cent. I am circulating the 
Official Report Tables giving figures of imports from different areas since 1959. 

June, 1962. 
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C A B I N E T 


Q M N T S ^ A N D L O A N S F O R F I S H I N G V E S S E L S 


A N D E N G I N E S B U I L T A B R O A D 


M e m o r a n d u m by the Secretary of State for Scotland 


and the Minister of Agriculturef - Fisheries and F o o d 


The P r i m e Minister wishes this question to be considered by 


the Cabinet and w e are therefore circulating this paper to set out the 


background and the recent history of the matter. 


Background 


2. A s a m e a s u r e of rehabilitation grants and loans for fishing 


boats and engines w e r e m a d e available for herring boats in 1944 


(Herring Industry Act, 1944) and inshore fishing boats up to 70 ft. . in 

1945 (Inshore Fishing Industry Act, 1945). The grants w e r e conditional 


on the boats or engines being built in the United Kingdom, not to pro
tect our boat-builders but because w e w e r e short of foreign currency 


and would have had difficulty in supervising construction abroad. "We 


had not then of course b e c o m e m e m b e r s of the General A g r e e m e n t 


on Tariffs and Trade or the European Free Trade Area. 


.3. IVhen a wider s c h e m e for grants for boats up to 140 ft. in length 


w a s introduced by the White Fish and Herring Industries Act, 1953, the 


earlier requirement that boats and engines m u s t be built in the United 


K i n g d o m w a s applied by statutory s c h e m e s subject to an affirmative 


resolution: and the requirement has remained in force ever since. 


4, In I960 the Swedish E m b a s s y enquired about this requirement 


suggesting that it conflicted with the provisions of the European F r e e 


Trade A r e a convention that special facilities to purchasers m a y not be 


restricted to purchases in the country giving the facilities. T h e enquiry 


w a s not followed by a formal complaint; no action w a s taken but the 


point w a s noted for future consideration. 


5. T h e requirement also conflicts with a similar provision in the 


General A g r e e m e n t on Tarsffs and Trade but has not been objected to 


in that context. O n the other hand H e r Majesty's G o v e r n m e n t have 


had occasion to object to similar restrictions on assistance given by 


other governments to their o w n suppliers in other fields; notably 


w h e n the Italian G o v e r n m e n t gave grants to their farmers for the purchase 


of tractors they confined t h e m to Italian-made tractors. This H e r 


Majesty's G o v e r n m e n t objected to and the regulations w e r e altered 


to include foreign tractors. 
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6. The Sea Fish Industry Bill n o w before Parliament m a k e s pro- ' 

visions for grants and loans for n e w fishing boats of any siae, 


including those over 140 ft. This change will necessitate a m e n d m e n t 


of the statutory s c h e m e governing grants: and consideration has there
fore been given as to whether w e should continue the requirement that 


assistance is given only to boats (and engines) built in the United Kingdom. 


7. The arguments for dropping our requirement are: 


(a) It conflicts with our obligations under the General A g r e e m e n t 


on Tariffs and Trade and the European F r e e Trade Area. 


(b) At a t i m e w h e n our fishing fleets are facing difficult and n e w 


conditions it can only be to their advantage to have access to foreign 


yards which could (in respect of certain specialised vessels) have 


something to offer which is not available in this country; and 


(c) Foreign yards m a y be cheaper which would be of benefit 


both to the fishing industry and the Exchequer. 


8. O n the other hand it w a s recognised that dropping the requirement 


might adversely affect the boat-builders especially of the smaller boats, 


m a n y of which are in the north-east of Scotland in areas of high un
e m p l o y m e n t and where alternative e m p l o y e m e n t is difficult to find; 


and m a n y of w h o m had already been affected by the decision of the White 


Fish Authority at the beginning of last year to go slow in giving further 


grants for n e w boa,ts. O n this account dropping the requirement could 


be expected to give rise to s o m e political difficulty. 


9. After interdepartmental discussion it w a s agreed in these cir
cumstances that the requirement should be dropped for boats over 


80 ft. , the builders of which are normally larger concerns: but there 


w a s disagreement on whether the requirements should be retained 


for boats up to 80 ft. 


10. This question w a s considered by the E c o n o m i c Policy C o m m i t t e e 


on 28th M a r c h w h o decided that the requirement that grant-aided boats 


and engines should be built in the United K i n g d o m should be dropped 


altogether, provided that those w h o wish to have vessels built abroad 


are required to provide evidence that British yards have been given 


an equal chance to compete. T h e decision w a s c o m m u n i c a t e d by the 


Minister of Transport to the Boat Builders Associations and w a s 


announced by the Minister of Agriculture, Fisheries and F o o d in reply 


to a written Question on 18th M a y in the following terms:

"It has been decided that having regard to fhe interests of 


the fishermen, for w h o m this assistance is provided, and 


to our international obligations, this requirement should 


be r e m o v e d . It is intended that this decision will be 


put into effect in the s c h e m e s for grant assistance for 


the purchase of vessels and engines, which will be 


presented to Parliament under the Sea Fish Industry 


Bill w h e n it has received the Royal Assent. A similar 
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change will be m a d e in the arrangements governing 


the provision of less assistance for these purposes 


by the White Fish Authority and the Herring Industry 


Board. 


A n y applicants for grants and loans w h o propose to have 


vessels built abroad will be required to provide evidence 


that British yards have been given an equal chance to 


compete. " 


11. T h e announcement has given rise to a whole string of Parliamentary 


Questions to all the Ministers involved . and there is an Adjournment 


Debate on Whit Friday. T h e Minister of Transport m e t representatives 


of the Boat Builders on 4th June. The builders w e r e partially 


reassured by the procedures proposed to ensure that British yards 


had an opportunity to compete. It w a s also agreed that a working 


party should be set up jointly with the industry to give further, study 

to the position with special reference to the practices of other 


G o v e r n m e n t s which assist their fishing industries. 


12. O n e of the questions which has been raised and is likely to 


be pressed is that it is unfair to British yards if grants are given 


for boats built in foreign yards that are subsidised by their Governments. 


This question has not been decided and there is a difference of opinion 


a m o n g Ministers concerned about it. It will be considered by the 


E c o n o m i c Policy Committee on Thursday, 7th June, and a copy of 


the paper which the Secretary of State for Scotland has circulated 


to the C o m m i t t e e on this aspect of the matter is annexed. 


J.S.M. 


C.S. 


5th June, 1962 




A N N E X 


G R A N T S A N D L O A N S F O R F I S H I N G V E S S E L S 
' " " " A N D E N G I N E S " " 

A n urgent decision is required on the question whether or not 


grants and loans should be given to British fishermen to buy fishing 


vessels built in foreign shipyardswhich are k n o w n to be subsidised. 


Background 


2. Grants and loans are given to fishermen, through the Y/hite Fish 


Authority and Herring Industry Board, towards the cost of n e w fishing 


vessels and engines. Hitherto the vessels or engines have had to be 


built in the United K i n g d o m . T h e E c o n o m i c Policy Committee decided 


on 28th M a r c h that this restriction should be r e m o v e d and grants and 


loams m a d e available for foreign-built fishing vessels and engines. 


This decision w a s announced by the Minister of Agriculture in a written 


A n s w e r to a Parliamentary Question on 18th M a y . 


3. The announcement has aroused a storm of protest. T h e yards 


likely to be m o s t affected particularly for the smaller fishing boats, 


are mainly in Scottish areas of high unemployment, and have already be 


severely hit by a general curtailment of grants and loans by the White 


Fish Authority. They claim that this further blow will be disastrous 


to them. I, and other Ministers, have had a whole string of Parlia
m e n t a r y Questions, and there v/ill be an adjournment debate on "Whit 


Friday. A n a m e n d m e n t has also been put d o w n to the Sea Fish Industry 


Bill in the House of Lords to prohibit grants and loans for foreign-built 


fishing vessels and engines. 


4, T h e reply to the adjournment debate m u s t clearly defend the 
decision w e have announced and I propose that this should be done by 
making the following points:

(a)	 That grants and loans are intended to help the fishing industry 
which clearly cannot lose and m a y gain by r e m o v a l of res
trictions on w h e r e they m a y purchase their boats; 

(b)	 That the restriction is open to challenge under the General 


A g r e e m e n t on Tariffs and Trade and the Convention of the 


European F r e e Trade Association; 


(c)	 That there is no reason w h y British yards should not be 


able to hold their o w n in competition with foreign yards; 


and consequently that there is no reason to suppose that 


removal of the restriction will result in a substantial 


n u m b e r of orders going abroad, or in itself seriously 


affect employment; and 
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(d)	 That arrangements are being m a d e to see that British yards 


have an opportunity to compete in all cases. In particular, 

the White Fish Authority and Herring Industry Board have 


been instructed that before authorising grant for a vessel 


to be built abroad, the applicant shall normally be required 


to invite tenders f r o m four British yards; and if he wishes 


to place the order abroad notwithstanding that there is a 

lower British tender, the amount of grant or loan payable 


shall not exceed that which would have been payable had 

the lowest British tender been accepted. 


5. This however leaves open one important point on which Ministers 


are divided, namely whether w e should permit orders to be placed 


with foreign shipyards receiving subsidies f r o m their o w n Governments, 

e. g. , in France and Spain. It has already been stressed in the House 

and attention will certainly be focused on it in the debate; it will 

therefore be necessary to give a clear indication of the G o v e r n m e n t s 

position. 


6. The Minister of Transport has suggested that the White Fish 


Authority and the Herring Industry Board should be told not to give 

financial assistance for orders placed in a specified list of countries 

which subsidise their shipyards. 


7, The Chief Secretary, Treasury and I understand, the President 

of the Board of Trade think w e should not withhold grants for boats 

built in subsidised yards because it is to the fishing industry's and 

the Exchequer's advantage to get the boats at the lowest cost, 


irrespective of the cause of the low cost; and because there are other 


remedies open to us, e. g. , counteravailing duties, if w e think the 

interests of our shipbuilders are being adversely affected by subsidised 


competitiono T h e Chief Secretary has m a d e the point that it will be 

difficult to discriminate against foreign yards which receive subsidies, 


and particularly that blacklisting the countries concerned will be 

certain to lead to complaints. 


8. I do not agree with this view. The E c o n o m i c Policy Committee's 
decision w a s that the restriction should be r e m o v e d "on the under
standing . . . that British shipyards should be given an gsualppportunity 
to compete with foreign yards for the contracts". The Minister of 
Agriculture's reply of 18th M a y included the sentence: 

" A n y applicants for grants and loans w h o propose to have vessels 


built abroad will be required to provide evidence that British 


yards have been given an equal chance to compete-". 


T o tolerate orders being placed with subsidised foreign shipyards 


could not be held to give our shipyards an equal opportunity to compete; 

but would substitute, for an arrangement which discriminated in favour 

of British yards, one v/hich discriminated in favour of such foreign 


yards. It would also deprive us of the only answer w e can give to 

British yards v/hich m a y be affected by the decision, namely that if 

they are efficient they ought to be able to compete; and it would be 

clearly contrary to what the Minister of Agriculture said in his reply. 

N o n e w facts or circumstances have arisen since he gave it which would 


justify us in doing this. It s e e m s to m  e that in the adjournment debate 
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C O N F B D E N T 8 A L 

it will have to be m a d e clear that subsidised foreign shipyards 


will be disqualified. The alternative suggestion which I understand 

has been m a d e that w e should leave the question open and offer to re
consider it in the light of developments I do not think will satisfy the 


House. 


Conclusion 


9.	 I therefore ask the C o m m i t t e e to agree:

(a)	 That the reply to the adjournment debate should be on the 


lines suggested in paragraph 4j and 


(b)	 That it should also say that grants and loans will not be 


authorised for ships to be built in subsidised foreign shipyard; 


J.S.M. 


Scottish Office, S.W.I. 


5th June, 1962 


- 3 





Printed for the Cabinet, June 1962 

C. (62 ) 95 Copy No. 59 
20th June, 1962 

C A B I N E T 

A R M S E X P O R T S 

NOTE BY THE MINISTER WITHOUT PORTFOLIO 

T think my colleagues will be interested to read the attached report by officials, 
on British exports of military equipment, which has been submitted to the Strategic 
Exports Committee for information. 

M . 

Office of the Minister without Portfolio, S.W. 1, 

18th June, 1962. 
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SALE OF MILITARY EQUIPMENT ABROAD 

NOTE BY THE CHAIRMAN OF THE OFFICIAL COMMITTEE 

The attached report by the Official Committee has been prepared in accordance 
with the instructions of the Ministerial Committee for a review to be made of 
current progress and prospects regarding the sale abroad of military equipment. 

2. Sales diminished from £184 million in 1959 to £150 million in 1960. The 
final figure for 1961 is likely to show a further downward trend owing to the falling 
off in the sales of military aircraft and ships. This is not unexpected if one takes 
account of the changes in the shape and size of our own forces over the last few 
years. The prospects for 1962 are not a great deal better—the Argentinian 
Government have just suspended negotiations for the construction of warships 
valued at £25 million in British shipyards—but it is hoped that this year may mark 
a turning point, and that we shall begin to reap the benefit of German orders and 
sales of guided weapons (e.g., to Sweden and Switzerland). The figures for later 
years will depend on the success of new Army weapons under development, e.g.,
the CHIEFTAIN, and our ability to secure a major share of the North Atlantic 
Electronic Ground Environment System (which it is estimated will cost at least 
£100 million). 

3. The United Kingdom has agreed that Norway should have the prime 
contract for the manufacture in Europe of the American BULLPUP air-to-surface 
weapon and it is reasonable to suppose that this gesture, which has been well 
received in Norway, will lead to a greater willingness on the part of Norway to 
place armaments orders in the United Kingdom, particularly as she becomes less 
dependent on American aid. The most promising items are the Mk. 44 torpedo 
and the VIGILANT anti-tank weapon. 

4. The report also gives a useful indication of the areas—both geographical 
and technical—on which it would be advisable to concentrate our sales efforts in 
the near future. 

G. WHEELER. 

REPORT BY OFFICIALS 

At the first meeting of the Ministerial Committee on Strategic Exports the 
Strategic Exports (Official) Committee were instructed to conduct a review of 
current progress and prospects regarding the sale abroad of military equipment 
and to report to the Ministerial Committee. 

2. Bearing in mind the tenor of the Ministerial Committee's discussion at that 
meeting the Official Committee have not attempted to carry out a general review 
of policy but have confined their examination to the preparation of an up-to-date 
and detailed statement of sales of military equipment to various parts of the world 
in respect of ithe years 1958, 1959 and 1960, together with an assessment of the 
position for 1961 and the prospects for future years. 

3. Prior to the preparation of the earlier review a report setting out details 
of arms exports in the years 1955, 1956 and 1957 was issued. The statement at 
Appendix A to the present report sets out similar information in respect of the 
years 1958, 1959 and 1960 together with a detailed analysis of sales of naval and 
land equipment and complete aircraft for the same years by destination of 
equipment sold. 

Future Prospects 
4. Naval Equipment.—The Admiralty estimate that the peak of naval sales 

based on the large number of surplus ships of the war programme has now been 
passed. There is likely to be a decline in sales over the next few years but this 
might be partly offset by an increase in Government to firm orders for new 
construction, 



5. Land Equipment 
(a) General 

Exports from both Government and commercial sources in 4958, 1959 
and 1960 were £36 million, £33 million and £35 million respectively and are 
expected to be around £29 million for 1961. Thereafter there should be an 
increase in exports in 1962-63 and a higher level is expected to be maintained 
for three or four years subsequently. 
(b) Government-to-Government Sales 

Orders received in 1960 and 1961, which will be reflected in exports in 
1961-62 and 1962-63, were £17 million and £23 million respectively. Federal 
German contracts worth more than £30 million will be placed in 1962, for 
delivery in 1963-66. In addition, other orders received in the next few years 
are expected to amount to between £15 million and £20 million a year. 

The biggest single potential market at present is Germany where the sales 
effort is aided by the German expressed intention to purchase arms to offset 
the cost of maintaining British forces in Germany and to assist our balance 
of payments. They have now decided to adopt the 105-mm. tank gun for 
their new standard tank and orders for the gun and ammunition worth about 
£30 million will be placed in 1962 for delivery in 1963-66. 

The 105-mm. tank gun and ammunition developed in the War Office 
Research and Development Establishments have scored a marked success 
and are our current best sellers. As stated above Germany is ordering big 
quantities. Canada, Holland, Switzerland and Israel have already - ordered 
105-mm. conversion kits for their Centurions and Denmark and Sweden 
are considering doing so. Sweden has also bought 110 Centurions fitted with 
the 105-mm. gun. The United States has adopted the gun, initial orders for 
guns and ammunition are in course of delivery. The size of the United States 
future orders depends on the extent of her re-equipment and the proportion 
to be made in Britain. India has adopted the gun for her new light tank 
and has bought a licence to manufacture the gun and ammunition in India. 
Initial quantities of components and ammunition are expected to be ordered 
in Britain. 

Sales of surplus equipments continue at a useful modest level. 
Offshore purchases by the United States have declined to a small level. 
The adoption by the British Army of weapons of foreign origin, the 

Belgian F.N. rifle, the F.N. machine gun and the Italian 105-mm. pack 
howitzer have reduced the scope for sales. Political difficulties limit sales 
as in Indonesia. 

A resurgence of interest in British weapons is expected in 1964-65 when 
the new weapons including the CHIEFTAIN tank," the ABBOT 105-mm. 
self-propelled field gun, the new family of armoured personnel carriers, the 
120-mm. WOMBAT anti-tank weapon and the 81-mm. mortar of the 
Armament Research and Development Establishment have been adopted 
and proved. 

Political difficulties apart, the volume of sales in the future will depend 
upon the merits of new weapons, tested and tried by the British Army, backed 
by prompt delivery and a reliable after-sales service. 

Sales promotion will continue to need visits to potential buyers, the 
enthusiasm and support of our Military Attaches overseas and adequate 
demonstrations and trials at home and overseas. 
(c) Commercial Sales 

Apart from the large order for Hispano-Suiza carriers placed with a British 
firm by Germany now nearing completion, most recent orders for major 
equipments have been placed on a Government basis. 

The trade carried on by firms from new manufacture is for the most part 
confined to small arms, sub-machine guns, small arms ammunition, explosives, 
signals stores and starter cartridges, and is likely to continue at current levels. 

There is a useful trade export of about half a million pounds a year in 
spares for armoured fighting vehicles, mainly of United States origin, from 
surplus obsolete stocks. This trade will decline as the vehicles go out of use. 
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6. Air Equipment.—Sales of military aircraft declined considerably in 1960. 
The total sales of air items for 1961 are expected to be slightly less than the figure 
for 1960 and the immediately following years are unlikely to show any marked 
increase. The Argentine is showing interest in an order for 22 Dart Herald aircraft, 
the aircraft used by the Duke of Edinburgh during his recent South American 
tour. ^ - ^ 

7. Electronic Equipment.—When the Ministerial Committee considered the 
earlier review of arms exports the Parliamentary Secretary, Ministry of Aviation, 
made the point that for some items, notably electronics, it might be difficult and 
misleading to dissociate military equipment from civil. Total sales of other 
electronic equipment have therefore been included in the statement at Appendix B. 

8. The two largest orders in 1959 were for Early Warning Radar for 
Indonesia (£3 million) and Supreme Headquarters Allied Powers, Europe 
(£4-63 million), while in 1960 Canada bought Army wireless equipment to a value 
of £2 million. 

9. Sales of military electronic equipment for 1961 are estimated to reach 
about £9 million while sales figures in 1962-63 should begin to reflect the new 
electronic ground environment for Central Europe if the Anglo-French 
Committee on Air Defence system is accepted by the North Atlantic Alliance. 

10. Guided Weapons.—Preliminary export figures for surface-to-air guided 
weapons for 1961 appear promising. Delivery of the main equipments of 
BLOODHOUND I to Sweden will be completed during 1961 and some £10,000 
worth of spares will be delivered in 1962. An order from Australia (£2-3 million) 
will mainly have been delivered during 1961 and completed in 1962. 

11. Deliveries of the supporting equipment against the Swedish order for 
SEACAT (£350,000) commenced during the last quarter of 1960; a further 
quantity of equipment (£63,000) was delivered during 1961 and the order should 
be completed in 1962. 

12. During 1961 orders for the SEACAT system were under negotiation 
with Germany (£275,000), New Zealand (£450,000) and Australia (£850,000). The 
German order was signed in September 1961. The two British firms who have 
successfully tendered for the four Argentine frigates have offered SEACAT. The 
estimated value of the order is between £300,000-£525,000 depending on a 
single or double system. Argentina is also a prospective customer for 
THUNDERBIRD I and its associated ground radars. Other countries that may 
consider adopting SEACAT are India, Pakistan and the Netherlands while Chile 
is hoping to include this system in a refit programme of her two Vickers-built 
destroyers. 

13. Contracts have also been signed with Sweden (£15 million) and 
Switzerland (£27 million) for complete BLOODHOUND II missile and radar 
systems for which deliveries will commence in 1963. 

14. Yugoslavia has already advised the Ministry of Aviation of her 
willingness to purchase one battery of THUNDERBIRD I (£1-7 million) and it 
is understood that the maximum requirement is for four batteries (£6-8 million). 

15. Several countries are evaluating the operational capabilities of the 
VIGILANT anti-tank missile along with its continental rivals as replacements for 
their present anti-tank weapons. An order for 300 missiles valued at £325,000 
has been received from Kuwait for delivery in the second half of 1962. The recent 
adoption of VIGILANT by the British Army should act as a stimulus to oversea 
sales although the existence of similar foreign weapons may limit the extent of 
these orders. 

June 1962 



APPENDIX A 

S A L E S O F M I L I T A R Y E Q U I P M E N T A B R O A D 

Total Arms Exports £ million 
1958 . . . . . . 166* 
1959 . . . . . . . . . . . . 184* 
1960 , 150 

* The difference between these figures and those in the earlier review is accounted for by the 
inclusion of sales under the offshore purchase programme and sales of other electronic equipment. 

APPENDIX B 

A N A L Y S I S O F S A L E S I N T H E Y E A R S 1958, 1959 A N D 1960 B Y T Y P E S 
O F E Q U I P M E N T 

£'000 

Type of equipment 1958 1959 1960 

Warships and naval equipment 33,400 51,000 37,200 

T o t a l naval items 33,400 51,000 37,200 

Guns, howitzers, mortars, automatic weapons 
and small arms 4,000 2,800 2,800 

Armoured fighting vehicles 5,800 12,100 14,300 
Other military equipment 5,700 5,200 6,200 
Ammunition (including explosives and propellants) 12,200 8,400 8,400 
Offshore procurement programme (estimate) ... 8,400 4,700 4,000 

Total land items 36,100 33,200 35,700 

Combat aircraft 28,400 22,300 9,800 
Non-combat military aircraft 4,300 5,400 3,300 
Parts of aircraft 41,600 47,300 33,600 

T o t a l air items 74,300 75,000 46,700 

Military electronic equipment 4,600 6,000 7,300 

Other electronic equipment 18,400 18,700 21,800 


Total electronic items

Guided weapons 

Total all items 

 ... 23,000 

-
166,800 

24,700 

100 

184,000 

29,100 

1,700 

150,400 

* Includes offshore procurement. 



APPENDIX C 

A N A L Y S I S  O F S A L E S  I N T H E Y E A R S 1958, 1959 A N D 1960  B Y D E S T I N A T I O N S  O F E Q U I P M E N T S O L D 

£'000 

Air items (b)
Naval items Land items Guided weapons 

Complete aircraft Parts of aircraft Electronic equipment^) 

1958 1959 1960 1958 1959 1960 1958. 1959 1960 1958 1959 1960 1958 1959 1960 1958 1959 1960 

France 90 73 46 149 507 143 
West Germany ... ... 130 573 556 669 5,734 9,247 8,450 1,271 74 
Belgium 54 27 28 207 359 301 
Netherlands 699 926 197 725 2,496 724 1,021 1,362 
Denmark 108 27 90 1,066 514 232 234 60 ;Norway 359 216 90 318 187 204 
Italy 18 90 670 178 74 i 
Portugal 74 701 ' -50 91 31 47 4466 
Canada 2,222 1,438 1,145 1,606 658 551 - ' -

United States 1,633 2,418 1,159 297 404 371 
Luxembourg — — 1 1 1 
Iceland — — -— 7 8 6 i 
Greece 19 102 41 51 38 
Turkey 730 37 — 13 14 7 - j; -
' 

Sweden 277 90 110 1,411 344 2,925 319 43 209 9944 1,713
Switzerland . — 1,268 3,534 1,484 1,798 8,232 ; 2,863— -
Israel 156 244 157 135 696 325 165 
United Arab Republic ... — — 23 3 10 4 113 
Lebanon — — — 5 28 5 6 
Iraq — — 60 1,377 578 349 1,100 -—.: 
Jordan — — — 425 160 281 122 399 
Iran 9 36 27 8 3 14 140 
Saudi Arabia — — — 1 1 6 — .41,600 47,300 33,600 23,000 24,700 29,100 

— -Sudan — — 491 462 232 111 121 
Libya — — — 21 54 84 



Yemen 
Kuwait 
Bahrain 
Qatar 
Trucial States 
Muscat and Oman 
Yugoslavia 269 208 40 

76 
2 

15 
2 

13 
524 

919 
8 

24 
10 
43 
54 

840 
5 

149 
4 

27 
204 153 

98 39 
317 

India 
Pakistan 
Australia 
Ghana 
Other Commonwealth (a) 

countries and colonial 
territories 

4,940 
737 

5,700 

4,923 

17,460 
603 

5,046 

6,742 

12,005 
777 

4,681 
10 

5,722 

5,918 
923 

2,327 
148 

1,373 

1,877 
450 

3,708 
205 

1,517 

3,264 
476 

3,333 
358 

1,841 

14,283 

519 

294 

13,030 

191 

2,047 

5,683 

1,545 

o 

I 

1 
H 

South Africa 

Indonesia 

Argentina 
Mexico 
Other Latin American(a) 

countr ies ( including 
Caribbean countries) ... 

2,890 

30 

440 

788 

6,580 

460 

776 

3,958 

10 

489 

855 

1,160 

121 

3 
2 

472 

799 

336 

6 
6 

190 

! 683 

1,864 

19 
5 

257 

1,395 

— 

1,359 

- -
- 1,161 

106 

— -

Other areas (a) 273 98 148 3,577 1,291 718 703 994 505 

Rough estimate of Govern
ment to firm transactions 
(all areas) 3,000 3,000 3,000 

Offshore procurement 
programme 2,900 3,190 1,700 8,400 4,700 4,000 850 - — 

Totals 33,468 51,059 37,235 36,061 33,155 35,702 32,771 27,685 13,075 41,600 47,300 33,600 23,000 24,700 29,100 ' .   94 1,713 

Notes: 
(a) For further breakdown, see Appendix D. 
(b) A detailed analysis by destination of aircraft parts and electronic equipment is not possible from available figures. 

2 N 3 
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APPENDIX D 

F U R T H E R A N A L Y S I S O F S A L E S A B R O A D 

Naval items Land items 

1958. 1959 1960 1958 1959 1960 

Other Commonwealth countries and colonial 
territories— 

Ceylon 
New Zealand ... 

— 
— 

— 
— 

— 
— 

203 
244 

179 
369 

' 72 
219 

Rhodesia and Nyasaland 
Malaya 
Nigeria ... 
Aden ... 

— 
— 
— 
— 

— -
— 

— 
— 
— 

227 
56 
83 

214 

269 
158 
135 
103 

490 
260 
294 
137 

Others ... ... — — - 346 304 369 

- - - 1,373 1,517 1,841 

Other Latin American countries— 
Venezuela ... — — — 22 18 119 
Cuba ... ... — :-'  — 215 23 1— 
Peru — 640 740 136 78 29 
Brazil 759 100 19 — — — 
Others 29 36 96 99 71 109 

788 776 855 472 190 257 

Other areas— 
Austria — —  523 8 30 
Finland — — — 44 6 322 
Burma — — — 427 475 112 
Others ... ... — — - 2,583 802 254 

- - 3,577 1,291 718 

June 1962. 
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7th June, 1962 


C A B I N E T 


G O V E R N M E N T E X P E N D I T U R E 


M e m o r a n d u m by the Chancellor of the Exchequer 


I a m for expansion. But it m u s t be soundly based, in other 


words, growing out of increased exports, and not of a nature likely to 


land us in another balance of payments crisis. 


2. I reject utterly the idea that devaluation is a satisfactory 


answer. I believe that it would produce a state of uncertainty in 
the international p a y m e n t system that would d a m a g e our trade, break 


up the sterling area, and result in a substantial lowering of our standard 


of living. 


3. A s a result of recent m e a s u r e s , the e c o n o m y is fairly well 


balanced, and our competitive position has improved. 


4. I m u s t however w a r n m y colleagues that I a m m u c h disturbed 


at the further expansion of public expenditure at present envisaged 


by Departments. T o incur an even greater incres.se of public expendi
ture than that already contemplated would carry too great risks. I 


a m horrified at the thought that even greater increases should be con
templated by s o m e of m y colleagues. 


5. T h e bleak outline is as follows:

(a) Stuop^ly^Exp^^di^ure^. The rate of increase of Supply expenditure 


shows little or no signs of slackening, hi the 5 years before 1960/61 the 


average increase in m o n e y terms w a s a little over 4 per cent. In the 


last 3 years since 1960/61 the average increase, again in m o n e y terms, 


has been well over 7 per cent. The forecast estimates for 1963/64, just 


in f r o m Departments and not yet discussed with them, enable us to see 


whether the trend of the last 3 years is being continued. The results 


are as follows:

£ P e r cent rise over 


million previous year 


1960/61 (expenditure) 4,986 7.8 


196l/62 (expenditure) 5, 368 7. 7 


1962/63 (Budget estimate) 5,611 7. 3 (comparing estimate 


with estimate) 


1963/64 (Forecast say- 6, 050 7. 8 (comparing estimate 


estimate) with estimate) 

-1-


SECHET 


http://incres.se


(b) E^]^£^SM^d£.^J£^£&£imS£!i' The Departmental figures for 
1962/63 (schools, roads, housing, prisons, hospitals, universities, etc.) 
are 13 per cent above 196l/62 in m o n e y t e r m s - perhaps as m u c h as half 
is cost increase. F o r next year 1963/64 Departments estimate an in
crease of 1G per cent in real t e r m s as against the statement I m a d e in 
the House on 27th February that w e w e r e intending to hold the 
increase to 6 per cent. 

Housing is estimated to rise by 10 per cent in 1963/64, quite 


apart f r o m any acceleration of the kind foreshadowed during the 


Cabinet's discussion last w e e k (C. C. (62) 38th Conclusions, Minute 2). 

(This would of course increase the above figures for public investment). 


(c) Education. Local authorities' relevant expenditure for general 


grant, and the expenditure of the Education Departments and the 


University Grants Committee will in 1962/63 be about £100 million 


m o r e than in 196l/62 (i, e. , about 10 per cent up): in 1963/64 the 


increase (apart f r o m possible pay increases) is estimated at about 


£80 million. The local authorities' education investment is fairly 

stable through this period, about 15 per cent higher' in real t e r m s than 

the level in 1960/61. 


(d) Pensions. W e are expecting to do a pensions operation s o m e 


time in 1963. O n a basis of an increase of 5s. or 7s. 6d. , this would 


involve £115-175 million a year gross. A large part of this would of 


course be offset by increased contributions, but these are a f o r m of 


taxation. 


(e) Defence. This year the increase in defence is £100 million. 


The Departments' figures show defence expenditure in 1963/64 up 


by over another £100 million. 


(£) Overseas G o v e r n m e n t Expenditure. In 1962/63, this is likely 


to exceed by about £ 5 0 million the target of £400 million which I 


announced on 25th July, even if full credit is taken for G e r m a n a r m s 


purchases (which help the balance of payments but not G o v e r n m e n t 


expenditure). 


The Consequences of Higher Spending 


6. These big prospective increases in public expendittire, next 


year as well as this year, show that there is no diminution in the 


rate of increase of the past two years - indeed, the pace is quickening, 


both in total expenditure and in public service investment. The 


truth is, of course, that throughout the social services the G o v e r n 
m e n t have an excellent record for expansion in every branch of 


expenditure, whether it be education, hospitals, roads, pensions or 


national assistance. 


7. With expenditure rising at this pace - m u c h faster than 


the prospective resources - m y r o o m for m a n o e u v r e in next year r s 


Budget is being reduced every day, 


S.L. 


Treasury C h a m b e r s , S. W . 1. 


7th June, 1962 
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CABINET 

INTERNATIONAL MONETARY FUND 

NOTE BY THE CHANCELLOR OF THE EXCHEQUER 

I attach for the information of my colleagues the statement made by the 
Managing Director of the Fund at the conclusion of this year's Article VIII 
Consultations. 

S. L. 

Treasury Chambers, S.W. 1, 

15th June, 1962. 
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ARTICLE VIII CONSULTATIONS WITH THE UNITED KINGDOM, 1962 


FINAL STATEMENT BY THE MANAGING DIRECTOR 

I should like to begin my remarks this afternoon, Mr. Chairman, by expressing 
our satisfaction at the results already achieved thanks to your efforts to overcome 

 the difficulties which were apparent at the time of the last Article VIII discussions. 
Since then the world situation has, in a number of ways, been favourable for the 
United Kingdom. Rising, costs on the continent of Europe have helped to 
strengthen this country's competitive position, and there has been a slight fall in 
import prices. Moreover, Western European countries have continued to increase 
their imports, and the level of activity in the United States has risen. The resolute 
policies you initiated last July have made it possible for you to take advantage of 
those favourable conditions. The balance of payments, which is the focal point 
of our discussions, has improved, both on current and capital account, and the 
position of sterling has been strengthened. 

Domestic policies are of course at least as important as external factors in 
determining the balance of payments position and we have therefore given them 
considerable attention in our discussions. We are in full agreement with your two 
main policies: first, that of preventing the pressure of demand from again 
becoming excessive and, second, that of keeping the growth of money incomes 
within the long-term rate of growth of production. The success of these policies 
is essential to a strong balance of payments position and also to the achievement 
of steady and sustainable growth. In this connexion the review you are 
undertaking, including work to be done by the National Economic Development 
Council, of specific obstacles to growth should be of considerable value; we hope 

. forthright action will be taken to eliminate these obstacles, including factors which 
hamper the growth of productivity, eyen if this means overcoming a certain amount 
of opposition from sectional interest. 

Even under present policies, a substantial increase in demand seems likely 
this year. Exports are rising, and should go on rising. Public investment will 
be higher, though private investment has levelled off, after the large increases in 
capital expenditures by manufacturing industry during the previous two years. 
Personal consumption is expected to rise substantially. We see no reason to 
challenge your view that gross national product can rise sufficiently to meet all 
these demands. Past investments have added to productive capacity, the increase 
in the work force will be larger than usual, and you have told us that there is 
sufficient slack in labour supplies to permit the needed increase in productivity. 
We would hope that this more rapid expansion of output in 1962 will in due course 
encourage manufacturers to increase their spending on capital equipment; the 
increase in public and private consumption will in any case have to be carefully 
watched, so that conditions of excess demand are not allowed to reappear. It is, 
of course, particularly important that room should be found for a high level of 
productive investment. 

I mentioned last year that in my view the United Kingdom economy had 
now exhausted the margin in costs and prices which it obtained from the 
devaluation in 1949, and I therefore welcome the importance which you now 
attach to achieving, by appropriate methods, moderation in the increase of money 
incomes. Although this country may be helped by rising costs abroad, it would 
not be safe to rely on that alone for strengthening the competitive position. 
Incomes policy has so far taken the form, first, of the so-called " pay pause ", 
which seems to have achieved its main aim of giving a breathing space and, 
second, of the publication of the White Paper in February, which has been 
followed by a distinct slowing down in the rise of labour costs as compared with 
conditions before the " pay pause ". The third stage is now being worked out. 
While results so far have not been dramatic, I believe that what has been 
achieved in the last twelve months is a constructive development. But further 
efforts are needed, especially with regard to incomes in the private sector. Both 
sides in wage negotiations should find it helpful to receive official guidance on 
the size of the increases that are regarded as compatible with price and cost 
stability, and I should also hope that economic conditions will be such as to 
encourage compliance by both sides. A policy of maintaining the average level of 



demand at a lower level in relation to the gross national product than has 
prevailed on occasions in the past, so that profits are not too easily earned, is an 
important ingredient of incomes policy. Each country must decide for itself, in 
the light of its social framework as well as its economic institutions, how best to 
tackle this difficult issue. The experiences of other countries with this problem 
may be instructive, and I hope that consideration will be given to more specific 
action by the Government than you have perhaps been willing to contemplate in 
the past. 

Another critical issue is the control over the growth of public expenditure. 
The budget for 1961-62 was on the whole a conservative one though the outcome 
—an overall deficit of.£211 million—was not as good as had been expected owing 
to the presentation of large supplementary estimates. The budget for 1962-63, 
which was designed to give no further stimulus to the economy, provides for an 
overall deficit of £74 million and is not expected to lead to any rise in marketable 
debt. On the assumption that the budget figures are not upset by supplementary 
estimates, the policy regarding the Governments finances may be characterised 
as restrained. None the less, it did not prove possible to keep the increase in 
supply expenditure within the limits set by the Chancellor last July, and it is 
apparent that the effort to bring the growth of public expenditure into line with 
the increase in national resources is running into difficulties. For the healthy 
development of this country, both internally and with regard to its international 
position, I believe that a reduction in the ratio of public expenditure to Gross 
National Product would be of great benefit. I recognise that the public pressure 
for increases does not make this an easy task. I know too that certain public 
expenditure, e.g., the investments of some nationalised industries, must be 
favourably considered, because they contribute to the productive capacity of the 
economy. But it is clear that there is a substanial amount of non-productive 
expenditure which subtracts resources from the economy that might otherwise be 
used for investment or exports and adds to the burden of taxation. It is these 
expenditures which need particular attention. If an increase in public expenditure 
is inevitable in 1963-64, the aim should be, at least, a much smaller increase than 
this year. The fulfilment of this aim should, incidentally, make it easier, on the 
revenue side, to continue the policy of keeping the budget in rough overall balance. 
It cannot be overlooked that some other countries will seek to reduce the heavy 
burden of taxation. It is my considered opinion that for this and some other 
countries, the high level of Government expenditure is an obstacle to the 
achievement of a desirable rate of sustained growth. 

The task of the monetary authorities was made easier in the last fiscal year by 
the fact that the overall deficit was financed without any increase in marketable 
debt, and the same should be true in 1962-63. At the moment the demand for 
credit is not strong, and the liquidity position of the banks seems now comfortable 
enough to enable them to meet the reasonable credit needs of the economy as it 
expands. Action has been taken in the last few days to reduce the special deposit 
ratio and to ease the restrictions on hire purchase, and we think that now it would 
be wise to wait and see how the situation develops before embarking on further 
relaxations. I fully agree with the statement in one of your answers that " with 
the external position still far from secure in the longer term, and the new departures 
in longer-term economic policy initiated since last July still only in an early and 
experimental stage, it would be foolish to risk undue acceleration in the pace of 
expansion ". This, indeed, seems to me applicable to all aspects of policy just now. 

Coming now to the balance of payments, we can welcome developments since 
last July. The current account has improved steadily, with a fall in imports, and 
exports rising in recent months. The position on capital account has also been 
better since last July, and the favourable balance of monetary movements has meant 
that about half of the drawing made on the Fund could be repaid. These 
repayments have been in accord with the concept of the revolving use of the Fund's 
resources by which a country repays as its problems are resolved. Although it is 
always difficult to predict the future, there seems to be a good prospect of further 
improvement in external payments in 1962. The availability of capacity, and a 
slightly stronger competitive position, should enable this country to take advantage 
of reasonably good conditions in world markets, and an increase in exports of 
5 per cent, over the 1961 level should be within its grasp. Imports are not expected 



to rise and, with a reversal of the recent deterioration in the private invisible 
account, the current account should show a surplus large enough to cover the net 
long-iterrh capital outflow. However, the expected trend in output suggests that 
imports will begin to rise, if not in 1962, in the following year, so that I do not think 
you will be able to relax the efforts to make the economy more competitive. 
Cyclical conditions may well be favourable over the coming months, and a further 
large increase in exports will be needed in 1963, if the objective, which we regard 
as a minimum objective, of maintaining a balance in monetary movements over the 
cycle is to be achieved. 

I myself agree with your intention to liberalise capital movements further as 
conditions permit and hope that any steps in this direction will be on a world-wide 
basis. The substantial amount of foreign aid given by the United Kingdom is an 
important contribution to the development programmes of the poorer countries, 
though I recognise that the pressing claims for more aid have to be reconciled with 
the needs of your own balance of payments position. The increased inflow of 
capital into (the United Kingdom is a comparatively new development, and we have 
been interested to learn of the.emphasis you place on domestic financial policy in 
trying to influence this inflow; I hope that in implementing this policy, you "will 
keep in mind its implications for the balance of payments of those countries from 
which the funds emanate as well as the requirements of the United Kingdom 
economy and that you will allow market forces to operate. 

So far as the Fund is concerned, it will naturally continue to be ready to make 
financial assistance available to you, in accordance with Fund policies, should you 
feel the need for it. I have mentioned above the desirability of consolidating the 
current account position, and it is important that, while this task is being carried 
out, the sterling position should be seen to be strong enough to withstand pressures 
on the short-term capital position caused by external factors. Uncertainties about 
the United States balance of payments, and the possible effects of developments in 
the negotiations with the European Economic Community, make it vital that sterling, 
as an international currency, should be defended, and we wish to support your 
efforts in that direction. 

I will close by making one or two observations on your present exchange and 
trade arrangements. We appreciate the determination you have shown, even in 
the difficult days of last summer, to preserve a regime of freedom for current trade 
and payments; and we hope that you will in the not too distant future be able to 
get rid of the remaining discrimination in your import system, including that against 
Japan. I understand that my colleagues have already discussed with you the new 
arrangements for channelling certain direct investments through the switch dollar 
market. For myself, I hope you will keep a careful eye on the way this market 
develops. If the rates in it were to diverge substantially from parity, adverse effects 
might be felt on the stability of sterling, and it might then be wise to consider putting 
these transactions into the official market. 

Mr. Chairman, I should like to thank you, and all the United Kingdom 
representatives who have taken part in our discussions, for the candid way in which 
you have approached these consultations. It has been a pleasure for us to be in 
London again, and I look forward to continued and close collaboration between the 
Fund and the United Kingdom Government. 

June 1962. 
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C A B I N E T 

E C O N O M I C P O L I C Y 

NOTE BY THE CHANCELLOR OF THE EXCHEQUER 

My colleagues may be interested to read the comments of the Economic 
Adviser to Her Majesty's Government on the article by Messrs. Tress and Fleming 
in the London and Cambridge Economic Bulletin for June. 

S. L. 

Treasury Chambers, S.W. 1, 


18th June, 1962. 
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ANNEX 

EXPORTS, DEFLATION AND GROWTH 

MEMORANDUM BY THE ECONOMIC ADVISER TO HER MAJESTY'S GOVERNMENT 

The article by Messrs. Tress and Fleming in The Times of 23rd May (a longer 
version appears in the June London and Cambridge Economic Bulletin) is open 
to a number of criticisms: 

(i)	 Was the pressure of demand excessive in the first half of 1961 ? 
Messrs. Tress and Fleming suggest that the main trouble last July was a 

speculative attack on sterling. They deny that there was excessive pressure of 
demand and claim (in the longer version) that the United Kingdom's balance on 
current and long-term capital account " though adverse is now seen to have been 
notably small". They are mistaken on both points. Excluding the Ford 
transaction and advance debt repayments, the debit balance on long-term capital 
account was £193 million in the first half of 1961 and there was also a debit 
balance of £60 million on current account; this makes an adverse balance for the 
half year of £253 million, which can hardly be called " notably small". At the 
same time there was only a small margin of unemployed labour (registered 
unemployment averaged \  \ per cent, over the half year). Plainly demand was 
excessive, if not in relation to actual output, at least in relation to the quantity of 
goods and services that would have been available if the trade deficit had been 
eliminated. 

(ii)	 Does a contraction in home demand encourage exports ? 
Messrs. Tress and Fleming agree that a measure of disinflation designed to 

bring total demand within the limits of capacity will cause exports to rise. In 
view of what has been said above, this admission weakens, if it does not wreck, 
their argument that the policy of the Government does nothing to encourage 
exports. The Governmenfs policy is designed to keep demand in reasonable 
balance with capacity, not to produce severe deflation. It is true that, for the time 
being, there is some slack in the economy, but this is intended to allow for a steady 
expansion in exports. Such an expansion, which is already in progress, may come 
about either because firms are more inclined to strive for increased export 
business when their home market contracts or fails to expand, or because the 
foreign demand for British goods is improving—and in that case sufficient room 
must be left in our economy to meet this demand. Messrs. Tress and Fleming 
dispute the first of these reasons although there are obvious examples (such as 
motor cars) to the contrary. They say little about the second; but it has been the 
favourable opportunities in expanding world markets in 1962 that have been 
chiefly emphasised in Government statements. 

(iii)	 Must we wait for exports to grow before expanding production ? 
Messrs. Tress and Fleming argue that it is wrong to slow down the growth of 

production in order to regulate the balance of payments. They christen the 
Governmenfs attitude " waiting for exports " (the heading of their longer article). 
But when they come to put forward an alternative in their final paragraph this 
turns out to be an old friend, namely " variations in exchange rate parities " which 
the Government rejected last July. The measures then taken cannot conceivably 
be represented as more damaging than a devaluation of the pound (especially as 
all, or nearly all, of them would have had to be taken had there been a devaluation). 

(iv)	 Will disinflation help or hinder incomes policy ? 
Messrs. Tress and Fleming argue, quite reasonably, that a high rate of growth 

should make it easier to pursue a successful incomes policy. They are on firmer 
ground in this part of their article. But where they go wrong is in implying that 



our rate of growth could be permanently improved by deliberately increasing the 
pressure of demand beyond what now prevails or is likely in the period ahead. 
Such an increase in pressure might raise output initially but this would be a once 
for-all gain, not a steady upward climb in the rate of growth of productivity. If 
this objective is to be achieved, it is not so much a higher level of demand as a more 
vigorous response on the side of supply that is needed: more skilful management, 
better training, greater attention to advances in technique, more rapid displacement 
of lethargic businesses by their competitors, and so on. Furthermore, even if 
Messrs. Tress and Fleming are right to expect some favourable effect on long 
run productivity growth by running the economy at full stretch, they do not give 
sufficient weight to the damaging effect on the size of wage increases that are a 
concomitant of a strong demand situation. They underrate, therefore, the 
repercussions on costs and on the competitive position of British exports that 
would result. Their policy of " growth at all costs " might soon turn out to be a 
recipe for more and bigger exchange crises. No one who looks at the situation in 
Germany can be under any illusion that a high rate of growth necessarily leads to 
greater moderation in wage-claims. Nor does Continental experience suggest that 
it is easy to operate an incomes policy in conditions of acute labour shortage. The 
one thing that is fatal to an incomes policy is excess demand; and it does not make 
it any the less fatal if it is allowed to masquerade as a talisman for growth. 

A. K. CAIRNCROSS. 

Treasury Chambers, S.W. 1, 
13th June, 1962. 
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CABINET 

INCOMES POLICY 

MEMORANDUM BY THE PRIME MINISTER 

INTRODUCTION 
Our objective 

Many interesting ideas about Incomes Policy have been put to me by my 
colleagues. I am grateful for this, and I have considered them all. It is true that 
our incomes policy has suffered blows in both the public and private sectors. 
Many people treat them as blows to the prestige of the Government. Few treat 
them as blows to the economy. They are both. The harder they are—and some, 
such as the recent civil service award of 4 per cent., have been very hard—the 
more important it becomes to have an incomes policy. Without such a policy we 
cannot have full employment, stable prices, a favourable balance of payments and 
economic growth. We must somehow get the development of an incomes policy 
accepted as essential to the interests of the whole community. 

Our problem now 
2. We have done what we could with the means which were at our disposal 

when we started our incomes policy. The pause gained time and reduced the speed 
of wage and salary increases; and the interim phase which began in April is likely 
to bring some advantage also. But we have had to rely heavily on the example 
of the public sector, both because this was where our powers ran and because we 
could hardly expect the nation to take seriously a policy which we did not apply 
to our own employees. This is no longer enough. The feeling has grown that it is 
neither fair nor possible to operate an incomes policy by enforcing it in the public 
sector when it is not observed in the private sector. This is the more so since the 
modern trend has been for pay in the public services to be largely determined by 
reference to the private sector. So we can only operate a long-term incomes policy 
if the private sector sets the pace. The problem is to find both a policy which will 
work and the means of applying it. 

The conditions of success 
3. The money available, short of inflation, for pay increases is limited. 

Hence the " guiding light ". This, in some form, must continue. But the merits 
of the case for an increase vary from employment to employment. We need 
arrangements which recognise these differences of merit; the lack of such 
arrangements has caused our troubles over the nurses and others, and could even 
interfere with the movement of labour to industries which, in the national interest, 
ought to be able to recruit. We must devise arrangements which will provide this 
degree of flexibility without impairing the incomes policy as a whole. That policy 
must embody both elements—the guiding light and flexibility.injts. application
and the country must be brought to accept a national incomes policy in this new 
form. But how? 
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Compulsion and persuasion 
4. In the end an incomes policy will survive only if its benefits are recognised 

and reaped by the nation at large. We may need some measure of compulsion to 
make it work. We cannot, of course, expect an effective incomes policy to be 
entirely painless; if a painless one existed, we should have introduced it long ago. 
But it must be of a kind which would minimise the risk of collision with either 
the employers or the trade unions. If, moreover, our people are to be subjected 
to an incomes policy they should all enjoy without delay and to the fullest possible 
extent the advantages flowing from it. These are sustained purchasing power of 
incomes, good conditions of employment and the expectation of a higher material 
standard of living. In order to relate these advantages to the necessity for an 
incomes policy, the next stage must include -not only— 

(a) maintenance of the guiding light; and 
(b) arrangements for discriminating in its application; but also 
(c) measures protecting the consumers' interests; 
(d)	 measures relating to the status and security of the working population. 

to their health and safety, and to their training; and, possibly, 
(e) other safeguards and benefits. 

THE GUIDING LIGHT 

5. Unless personal incomes rise, in strict proportion to the estimated increase 
in wealth, there will be a rise in prices, inflation and danger to the balance of 
payments and to full employment. Since there is no ground for expecting an 
increase in national production of more than about 2\ per cent, in 1962, the guiding 
light, representing the average increase in pay that the economy can sustain, cannot 
be put any higher than that figure. It is not a figure that we invent; it flows from 
the facts. We must make it clear, therefore, that in the national interest the 
February White Paper (Cmnd. 1626) must still stand for the time being. 

6. We should, however, indicate that the policy carries with it the prospect 
of improvement in future. It is the condition of economic growth, and the reward 
of economic growth will be that greater increases in pay will become practicable. We 
could illustrate this by saying that, perhaps by 1963, there may be a rate of increase 
in national production higher than 2\ per cent, per year. If so, then the guiding 
light could be recalculated. We could associate the National Economic 
Development Council with this step by seeking their advice on the prospect of a 
rise in national production. 

7. Such a recalculation of ithe guiding light would afford the opportunity 
to express the guidance in a form which would preserve the required degree of 
restraint but allow the length of the interval since the previous settlement of pay 
to be taken into account. 

8. This is for the future; we still have to deal with the problems that are left 
to us from ;the earlier stages of incomes policy—the claims of the nurses, 
the university teachers and the probation officers. We would announce that we 
intend to deal ourselves with these problems, holding ourselves free to make 
settlements outside the guiding light so far as may be justified on the ground of 
revaluation of the status of these groups. 

A STANDING COMMISSION ON PAY 

9. The missing elements in our incomes policy have been provision for 
recognising differences between the merits of claims and provision for ensuring 
that the private sector is compelled, morally or otherwise, to take the policy 
serionsly. I believe that some form of standing Commission on Pay could 
provide them both, and that such a body would be the natural extension of the 
long tradition under which the Government refer to independent judgment 
matters relating to wage and salary settlements where the Government would be 
widely regarded as an interested party. The views of such bodies have usually 
commanded respect. 



10. This new independent body might operate in a number of ways. Its 
principal task would be to advise the Government (and the country,) on the 
reconciliation of. the claims of workers (whether in public or private 
employment) for higher pay, and the national economic interest. This, of course, 
requires that the rate of increase in pay (as in other forms of income) should be 
related to the growth of national production. 

The Commission and the public services 
11. if such a Royal Commission were appointed, the Government would 

naturally wish to seek its advice on all the more important pay claims which 
arose in the public services. Three types of public service case would be likely 
to come before the Commission: 

(a)	 Cases in which the pay of an entire service needed to be reviewed. At 
present such cases tend to be referred to Royal Commissions or 
Committees appointed ad hoc (e.g., Willink on Police, Morison on 
Probation Officers). While it might still be necessary to appoint such 
bodies to enquire into matters in the public services other than pay, 
under the procedure proposed any review relating to the pay of these 
services would be undertaken by the Royal Commission. 

(b)	 Standing machinery which already exists for advising the Government 
on the pay of particular classes of public servant (e.g., Kindersley 
Committee on the pay of doctors and Franks Committee on the pay 
of the higher Civil Service) would either be replaced by the' Royal 
Commission or might, alternatively and perhaps more acceptably, be 
incorporated into machinery of the Commission in some way, e.g., as 
special panels. 

(c) Any pay claim in the public services which was of particular	 importance 
on account, for example, of the numbers of staff involved or the likely 
repercussions of a settlement on other classes, would be referred by 
the Government to the Royal Commission for advice. This procedure 
would not replace the work of existing negotiating bodies (e.g., the 
Whitley Councils in the Civil Service and National Health Service, the 
Burnham Committee for teachers pay, the Police Council, the Joint 
Negotiating Committee for Probation Officers, etc.). It would, 
however, normally be necessary for the Government to refer cases 
to the Commission at an early stage—in effect before the official side 
had made any offers—since to do so after the two sides had reached 
agreement would be likely to cause ill feeling. 

Application to the private sector 
12. There are, broadly, two alternative methods of approach; to try and work 

out some system of reference of claims or settlements from the private sector to the 
new body on either a compulsory or on a voluntary basis. These two methods are 
outlined below. Later in the paper I put forward yet another possibility which 
may be thought to combine the advantages of both these methods without the 
corresponding disadvantages. 

The compulsory approach 
13. The new independent body would not be asked to consider every pay 

claim put forward. Given the number of claims this would not be feasible; nor 
would it be necessary. The new body would deal with claims or proprosals for 
increased pay which are either of major importance in themselves because of their 
scale, or are of importance as " pace-setters " for other forms of employment. It 
would be for the Government to select the particular cases which the body would 
consider. Such a body would need to have the highest status—probably that of a 
Royal Commission—and would be permanent. From the time when the case was 
referred to the Commission, the processes of negotiation (and a fortiori arbitration 
or industrial action) would be in abeyance, to be resumed only when the Commission 
had pronounced. It would take evidence from representatives of the workers 
and employers concerned and also from the Government, whose representatives 
would present arguments showing the bearing on the case of the national interest. 
The Commission would conduct its proceedings in public and would make public 
its advice, together with the reasons underlying it. This advice would not be 
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formally binding oh the parties; the principal object would be to ensure that the 
arguments on each side, including a statement of the national interest, were fully 
and publicly ventilated before a decision was reached on the claim. The processes 
of decision would then be resumed against the background of a fully informed public 
opinion. 

14. The first necessary step would be to ensure that the Government received 
sufficient information to enable them to judge which cases were of sufficient general 
importance to justify such a reference. This would entail a statutory requirement 
that all existing wage and salary agreements and all proposals (whether in the 
form of claims by employees or of offers by employers) to change such agreements 
should be registered with the Government. (As a matter of convenience it would 
probably be desirable to confine registration to agreements made, on the workers' 
side, with Trade Unions, staff associations, etc., and possibly also to exclude from 
registration all agreements covering less than some minimum number of workers.) 

15. Having secured the necessary information, it would then be necessary 
to provide the Government with power at their discretion to refer any proposed 
increases in pay to the Commission and to require the parties to treat the proposal 
as in abeyance until the Royal Commission had reported. Possible working 
criteria for reference to the Commission might be: 

(a) the number of workers involved; 
(b) the size of the pay claim; 
(c)	 the extent to which a settlement would be likely to '"' set the pace " in 

other employments; 
(d) the extent to which a strike would be damaging. 

But it seems unlikely that these or any other criteria could be applied with precision 
and there would inevitably be an arbitrary element in the Government^ decision 
to refer any particular case to the Commission. 

16. The timing of a decision to refer a case to the Commission would often 
face the Government with a dilemma. At the time when a wage claim was 
registered it might be difficult for the Government to judge whether it was likely 
to be a case of major importance or not. Moreover the employers and union 
representatives would wish to start on the normal processes of negotiation and 
might well resent it if this stage were cut short. The employers in particular 
might feel that reference to the Commission would be likely to involve them in 
granting an earlier and possibly also a larger pay increase than they would have 
been able to negotiate under normal procedures. On the other hand the 
Government could not hold ,a pay claim in suspense for more than a few weeks 
after registration before deciding whether it should be referred to the Commission 
or not. The Government might find at any moment that the two sides had agreed 
on a settlement which they would be very reluctant to upset, even though it 
might conflict with the Government's policy. 

17. The procedure contemplated might only be effective if it provided 
sanctions which would oblige private employers and trade unions to observe the 
Government^ request to bring a case before the Royal Commission. Sanctions 
might be applied either to employers or to the unions. For example: 

(a) it could be a criminal offence, subject to appropriate penalties, to increase 
an agreed wage or salary rate which had been referred by the 
Government to the Commission, until the Commission^ advice on it 
had been published; 

(b)	 alternatively the penalty might take a fiscal form, e.g., the imposition of a 
tax on the pay roll of the industry or firm concerned. 

18. But it seems doubtful whether provisions of this sort would be generally 
regarded as tolerable for the following reasons: 

(a) as already mentioned, the Government^ choice of cases for reference to 
the Commission would be largely arbitrary; 

(b)	 it would be thought unfair to punish a whole industry for the deeds of its 
trade association with which many member firms might disagree; 

(c)	 it would be virtually impossible effectively to enforce a stop on the 
payment of higher wages or salaries, while a case was under review 
by the Commission. 



19. Alternatively sanctions might be applied against any trade unions which 
disregarded the Governments request that a case should be deployed before the 
Commission. . For example, such a union might be deprived of the protection 
afforded by S.3 of the Trade Disputes Act, 1906. This would mean that the union 
could be sued by an employer who suffered loss as a result of strike' action by his 
workers. Such a sanction would be open to the objection already mentioned— 
that its application would be determined by the Governments selection of cases 
which would be largely arbitrary; and it would be of no more than limited effect 
in view of the prevalence of unofficial strikes and other forms of industrial action 
undertaken against the advice of the unions. 

The Commission without sanctions 
20. The creation of a Royal Commission on the lines proposed, backed by 

statutory powers enabling the Government to compel claims or proposals in the 
private sector to be referred to the Commission before decision, might be likely 
to arouse strong opposition from the trade unions, who might well criticise it 
as bringing to an end the traditional system of collective bargaining. Given the 
difficulty of devising effective sanctions and the doubt whether any incomes policy 
can succeed which does not command at least the passive support of the trade 
unions, it may be desirable to consider as an alternative possibility that the 
Government should rely on persuasion and the force of public opinion to secure 
observance by private employers and trade unions of their requests to refer 
cases to the Commission. Under this procedure the Government would pick out 
the cases of manifest national importance and would issue a public request 
(possibly in the form of a statement in Parliament) that the parties concerned 
should bring the matter before the Commission. This might sometimes be done 
at an early stage. For example, the engineers are well known " pace-setters " and 
the Government might think it right that their claim should go before the 
Commission at the outset. In some cases (as perhaps in the recent dockers' 
dispute) it might be better to wait until a later stage. It seems likely that 
employers generally would be willing to observe such a request. The unions 
might refuse to co-operate and it would remain open to the unions to seek to 
secure their original claim by strike action. But they would have to expect that 
refusal to co-operate would weaken their case in the eyes of the public, and at 
least the whole question would have been ventilated in public and both employers 
and the Government would thereby be fortified to withstand union pressures. 

An alternative approach 
21. Strong feelings might be aroused in the unions by insisting on the 

compulsory reference of wage claims to the new body and it might be thought 
reckless to the point of foolhardiness to pursue this line. But it is probable that, 
were the scheme to be carried out on a voluntary basis, the Commission would, 
before it had dealt with its first case, be boycotted by the unions. I have, therefore, 
cast about for some compromise. 

22. It would seem a practical proposition for the Government, at their 
discretion, to refer to this body, as to a Board of Enquiry, such wage settlements 
in the private sector as had been reached above the guiding light. Any firm or 
industry which had reached such a settlement could be summoned to appear before 
the Commission, who would then make a full enquiry into the financial 
circumstances and organisation of the industry in question. Their report would 
be published. In this way, any industry which was inefficient or riddled with 
restrictive practices would have its weaknesses fully exposed. This would be the 
open-air cure. It is true, of course, that the wage settlement would have been 
reached. But not only would an enquiry of this sort, followed by a published 
report, make the particular industry extremely cautious before repeating a wage 
settlement above the guiding light. One or two references to the Commission 
would, like a gamekeeper's larder, act as a warning to everyone else. 

23. The advantages of this procedure would be a full public disclosure of 
inefficiency, bad management, restrictive practices, over-staffing and a willingness 
to pass on higher wages immediately in the shape of higher costs. Yet at the same 
time, the ordinary processes of collective bargaining between the employers and 
the unions would be allowed to continue. There would be the element of compulsion 
only in requiring parties concerned to give evidence. 



24. In this way we might reconcile Government intervention in wage 
settlements with the democratic principles we must maintain and it would be for 
the Government to decide which cases should be referred to the Commission. And 
we should need to work out the criteria to be applied. One test could be whether 
an increase in wages above the level of the guiding light had been immediately 
followed by an increase in prices or profits. But other factors could be taken into 
account, including the extent to which the settlement might be regarded as a " pace 
setter ". And it might be an important step in educating public opinion to refer 
a case to the Commission which had been settled at a level above the guiding light 
because of the damaging effects to the nation of a strike in that particular industry. 

25. If we decided to operate a scheme on these lines, there is a further 
possibility open to us. We could also suggest that employers and employees might 
prefer, on a voluntary basis, to seek the views of the Commission before they 
conclude a wage negotiation that looked as if it might lead to a settlement above 
the guiding light. It would be our long-term hope that this might eventually 
become widely accepted as the best method of composing differences between 
employers and employees in the private sector. After all, the point which we must 
try and get accepted throughout the country is that there are three parties in any 
wage dispute: the employers, the employees and the nation. Until everyone 
realises this and feels that it applies to him and not just to the other chap, we shall 
never be able to get a workable incomes policy. 

26. If we decide that it would be right for the Commission to take on this 
new and important development in our industrial life, we shall need to consider 
whether this can be done under prerogative powers. It might be thought necessary 
to set up the Commission and define its powers and terms of reference by legislation. 
The scope of such legislation would need to be carefully considered, with particular 
reference to existing statutes dealing with industrial conciliation. 

CONSUMERS' PROTECTION 
27. We need a programme of measures which will help to keep prices down; 

to bring them down where they are unnecessarily high; to ensure that the consumer 
gets value for his money; to remove the grounds of widespread suspicion and 
uneasiness, justified or not, that competition, which is the consumer^ ultimate 
safeguard, is being whittled away by resale price maintenance, and by mergers 
and monopolies, and that the Government have been insufficiently alert to this; 
and to answer the charge that we are tough on wages but soft on the capital gains 
of the take-over. Our programme will comprise things to do and things to say. 

28. On prices and value for money, we could and should give greater 
publicity to our policy and our achievements in the reduction of tariffs. We should 
underline the reductions already made in the post-war period, especially their 
cumulative effect, and stress our commitment to remove completely by 1970 the 
duty on industrial goods imported from countries in the European Free Trade 
Association and the extent (40 per cent.) to which we have already moved towards 
that end. And we should declare that our policy outside the Common Market is 
for lower tariffs. 

29. We should proceed as early as we can to legislate to abolish resale price 
maintenance (or to make it unenforceable, if this is the better technique). We 
should legislate on weights and measures. We should set up a Consumers' 
Council, which will not require legislation. The first step will be to declare our 
intention of doing these things, but we must be careful about the timing. We 
should not go into detail about the Consumers' Council before the Molony Report 
on consumer protection has been published. We should not let the prospect 
of legislation on resale price maintenance hang over the shopkeeper for a long 
time as a vague threat. Action should follow quickly, presented as part of a 
drive to improve the efficiency of the economy. We shall need to work out the 
impact of all this on the legislative programme. 

Monopolies 
30. We should publicise the comprehensive review of policy and legislation 

on monopolies and restrictive practices which the Board of Trade are making 
in the light of experience since the passage of the Restrictive Trade Practices 



Act, 1956. We should show that we are examining the experience of other 
countries also, and taking account of the criticisms and suggestions which have 
been made in Parliament and elsewhere. But we should make it. clear that it 
would not be sensible to make changes in the present law on monopolies and 
restrictive practices until we know the outcome of the Common Market 
negotiations. 

Mergers v 
31. Arising out of the LCI. / Courtaulds affair and other recent take overs, 

there has been pressure to make proposed mergers, particularly those which may 
lead to the creation of near monopolies, subject to some sort of enquiry procedure. 
I consider that we must deal with this pressure by addressing ourselves to the 
substance of the proposal and not by pleading lack of powers. We must therefore 
make up our minds whether it would be right at the present time to arrange for 
enquiries of this kind and, if so, to set up standing machinery for the purpose. 
The object of having an enquiry would be to enable the Government to reach 
a judgment on whether the particular merger was against the public interest. 
The investigating body could not be left to comment at large on the social, economic 
and financial implications of the propbsals and we should have to give it criteria 
by which to determine where the public interest lay and how it was likely to be 
affected. In practice this would mean trying to forecast whether the merger would 
have effects which would be condemned in the case of an existing monopoly. 
It may be doubted whether it would be feasible for anyone to form such a 
judgment. Until we have decided, following the review which the President of 
the Board of Trade has in hand, what changes, if any, we should make in our 
policy towards monopolies, perhaps the sensible course is to allow mergers to 
proceed as hitherto without investigation. 

STATUS AND SECURITY OF WORK 

32. We must publicise our programme of measures to improve the status 
and security of people at work, their health and safety, and the arrangements for 
their training. In doing so, we must be careful to show that we are thinking not 
merely of the wage-earning classes, but of the salaried and white-collar workers 
also. 

33. It will not be easy to hold this balance. There must, in the nature of 
things, be more in this programme for the wage earner than for the salary earner; 
and there will be some feeling on both sides. While the salaried man may envy 
the protection which the wage earner's standard of living receives from the power 
of his union, the wage earner may look upon the incremental scales of the salaried 
man as a protection no less effective and perhaps more secure from political conflict. 
It is for these reasons that I want to see a wide variety of measures in this part of 
the new approach. The mixture is of things we can do ourselves and things we 
can persuade employers to do. 

34. The Government should announce that they will introduce the. Shops 
and Offices Bill next session—a major measure for the salaried workers. We 
should also commit ourselves to legislate in due course on the minimum period of 
notice and on written statements of basic conditions of service—measures which 
will benefit the wage earners primarily. 

35. The rest are matters in which we must rely on persuasion in the first place, 
although we may be able to take effective initiatives; improved redundancy 
arrangements, including severance pay; measures to reduce excessive fluctuations 
in earnings;, schemes to supplement statutory sickness benefit; and measures to 
improve the training of apprentices. 

36. The details of all these measures are set. out in the Annex to this paper. 



37. There are other things that we can do and may want to do, sooner or later. 
(a), House Purchase.—I have asked the Minister of Housing to consider the 

proposal that the business of house purchase and sale should be 
simplified. I hope that he will be able to produce a scheme which will 
achieve this. 

(b)	 Profits.—We should make it clear that in fact incomes and profits have 
moved together, and that it is unlikely, on the evidence, that restraint 
in wages and salaries would add to profits. But we should repeat the 
assurance given in the February White Paper that the Government would 
act if necessary by fiscal means to restrain any undue growth in profits 
following restraint on incomes. We should also propose that the 
National Economic Development Council should watch the movements 
in profits in order to advise the Government whether any change that 
might take place in the relativity between profits and other incomes was 
consistent with the national interest or not. 

(c)	 Dividends.—-We should call for dividends restraint both because dividends 
are incomes and because there is advantage in making a greater part of 
the profits available for investment. If necessary, we should threaten 
fiscal action to enforce restraint. 

(d) Dependent relief. 
(e) Exemption from stamp duty on conveyances. 
(f) Tax relief in respect of private education expenses. 

These are budgetary measures, and they cannot be announced now. But they 
should be considered now for next year's Budget. 

CONCLUSION 

38. Our object must be to develop an incomes policy which will be freely 
accepted as fair and constructive. If it is something which the Government have 
to impose that very fact will give the impression that the Government are in some 
sense " against " the rest of the population. We have now to ask ourselves whether 
this whole package taken together is of sufficient strength and has sufficient appeal 
to do this. It forms a logical whole since the measures designed to improve 
conditions at work and secure a square deal for the consumer flow from those 
which will require the individual employer or worker to accept some limitation 
on his personal freedom of action in the light of the national interest as a whole. 
Presented with conviction and clarity I believe that it might carry the day. We 
have not perhaps made enough in the past of the fact that we are still in a very 
real sense the only party working for the creation of one nation—a classless society. 

39. There is also the point that too many elements in the package will confuse 
its outline. In terms of presentation it is often easier to carry conviction with a 
few simple themes which can be hammered home rather than with larger and more 
complicated proposals. Nevertheless, if the package can be strengthened without 
damage to its logic or its credibility we should certainly do so. 

40. The first way in which this might be done would be to show the advantages 
of the incomes policy in terms of economic growth and all that this would mean 
in terms of schools, housing and the rest. This would be a dangerous game if we 
played it in such a way as to mortgage the future and increase the likelihood of 
inflation. In the last resort the benefits of the new policy must wait on its success; 
they cannot be counted in advance. But there is perhaps a half-way house. The 
paper by the Chancellor of the Exchequer (C. (62) 96) makes it clear that even 
when all possible economies have been made Government expenditure is going to 
increase. Since this increase cannot be concealed or avoided we should at least 
take credit for what it will mean in terms of larger programmes of school building, 
housing or roads. We could say that only by going for growth which in turn must 
depend on a sound incomes policy could we justify these increases and that they 



are an earnest of our confidence in the country's self-discipline and commonsense. 
We must avoid giving the impression that the increases have been forced on us 
against our better judgment and that we have been helpless to stem the tide. Apart 
from its internal effect this could have serious results on our international standing. 

41. A second way in which we might broaden out the new approach 
without weakening its presentation would be by stressing the importance of 
insuring that economic disciplines are matched by a real improvement in 
techniques. There is a whole range of related subjects here in which I know that 
many of my colleagues feel that we have been falling behind in the race; business 
management, design, technology, better organisation of the construction and 
engineering industries, etc. If we were to put thoughts of this kind forward we 
should be expected to back them with some concrete measures. These would 
take time to evolve and it might therefore be better to bring in new ideas of 
industrial efficiency as a second instalment of the new approach and as a 
reinforcement of its effect. I know that the Ministers of Housing and Works are 
considering urgently how to improve, the efficiency of the Building Industry. 

42. We can make much of the relationship between the new approach and 
Britain's place in the world; the idea that in the long run Britain's contribution 
to the present dramatic changes in human society and in world relations demands 
not only a sound economic basis, but a realisation of the spiritual and moral 
issues at stake. The new approach would be presented as the first step, but only 
as the first step, in a new total phase of our national development and our 
international influence for good. 

43. Finally, whatever we may decide about the context within which the 
new approach should be presented and the elements which should be included in 
it, I am sure that we should put it forward as a single coherent plan for national 
development. 

H. M. 

Admiralty House, S.W.1, 

18th June, 1962. 
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ANNEX 

STATUS A N D SECURITY AT WORK 


NOTE BY THE MINISTRY OF LABOUR 


For the great majority of people, who are dependent on their wages and 
salaries, full employment and national insurance are a safeguard against the worst 
hardships. But the misfortunes of losing a job or having to go on to short time, 
of sickness and old age, are still a serious threat to their financial security and 
standard of life. Too few wage and salary earners enjoy the advantages of a 
reasonable period of notice if they are no longer needed in a particular post; sick 
pay during illness; retirement pensions from their firm; and the assurance of a 
steady pay packet. 

2. It should be Government policy to encourage a general extension of these 
advantages as we become more prosperous. This would increase the sense of 
security of those in employment and remove differences in status between the 
great mass of workers in industry, shops and offices on the one hand, and the 
minority of staff employees in industrial firms, the public services and the 
professional salaried worker. It should be Government policy to encourage 
employers to advance on these lines on a voluntary basis but to legislate to provide 
minimum standards on the most important issues. Any advance would have to 
be made by stages and the Government should indicate an order of priorities as 
below. 

Period of notice 
3. The first need is for contracts of service which provide for a reasonable 

period of notice. Most weekly-paid employees are at present liable to dismissal 
at a week's notice. In some industries manual workers may be dismissed at a 
day's notice or even less. It would be right to provide for a longer period of notice 
after a worker has served for a qualifying period with his employer. 

4. A longer period of notice should not add substantially to industrial costs. 
In manufacturing industry there are about 3 million job changes each year, 
including both manual and non-manual workers. The great majority of these, 
however, arise from workers leaving their jobs voluntarily and a longer period 
of notice would involve no extra cost in these cases. It is estimated that only 
about 100,000 to 150,000 workers (manual and non-manual) are discharged each 
year because of redundancy, and some of these are already covered by redundancy 
schemes giving a longer period of notice. Moreover, an obligation to give a 
longer period of notice would be an incentive to firms to plan their labour needs 
more carefully and this would yield offsetting economies. 

Redundancy 
5. Employers should be encouraged to adopt other arrangements which can 

reduce the need for sudden dismissal and minimise personal hardships if dismissals 
are necessary. These include forward planning of labour needs; advance warning 
to employees of the prospect of dismissal and help in finding another job; dismissal 
of individuals to be made on the basis of fair and established principles and 
procedures; financial measures to meet individual hardships, such as severance 
payments. 

Sick pay schemes 
6. Schemes should be developed by employers to supplement statutory 

sickness benefit to bring an employees' income during periods of illness nearer 
to his wage and salary earnings when employed. It is thought that about 55 per 
cent, of men in employment are already covered by schemes of this kind; the 
proportion being higher amongst salaried workers than wage earners. The 
schemes vary widely in the qualifications which entitle an employee to receive 
pay during illness, but are commonly related to length of service. They vary 
widely also in the amount of money paid. 
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Guarantee of earnings 
7. The weekly pay packet of many manual workers is liable to vary quite 

considerably for reasons such as short-time working and changes, outside their 
control, which affect piece-work earnings. Many industries already have 
agreements for a guaranteed minimum weekly wage and it is estimated that these 
cover 8-9 million workers. In some of these agreements, however, the basis of 
guarantee now provides only very limited protection against a serious drop in 
the weekly pay packet. The Government should encourage improved arrangements 
to reduce excessive fluctuations in earnings where these can be worked out and 
the extension of the principle of a guarantee to those industries which have not 
so far adopted it. 

Legislation 
8. A declaration by the Government that employers should now move towards 

a longer period of notice on a voluntary basis is likely to be well received by 
employers. (The Minister of Labour has had encouraging talks on this subject 
with the office holders of the British Employers' Confederation and the more 
progressive employers already make a practice of providing for something like a 
month's notice.) As this is the most important step to be taken in the immediate 
future to increase the sense of security of employment, the Government should 
also announce their intention to introduce legislation to lay down a general 
statutory minimum period of notice to come into effect at a forward date so that 
employers would be given time to make their own arrangements. 

9. Legislation on period of notice would provide a convenient opportunity 
for the Government to legislate also on contract of service in more general terms. 
Such legislation might require employers to give each worker a written statement 
setting out his basic conditions of service, e.g., hours of work, basis of remuneration, 
time and method of payment, length of notice, entitlement to holidays and rights, 
if any, to joint sick pay and pension schemes. The legislation would list the matters 
to be covered, but would not, on those other than length of notice, lay down any 
minimum standards. 

SAFETY AND HEALTH AT WORK 
10. The Government should make clear their policies for the protection of 

the safety, health and welfare of workers in all types of employment. In industry 
standards for safety, health and welfare are laid down in the Factories Acts and 
enforced by the Factory Inspectorate. This legislation was extended and brought 
up to date in 1959. In the industrial field Government policy in the immediate 
future is to encourage employers and work-people to develop better organisation 
for safety on a voluntary basis. -

Legislation 
11. In the past statutory protection of safety, health and welfare has not 

extended to workers in shops and offices. The Government should reaffirm their 
pledge to introduce legislation next session to do this. The proposed Shops and 
Offices Bill will give protection to 6 or 7 million employees by laying down 
standards for the general physical conditions of work and dealing with such matters 
as washing facilities, first aid and fire precautions. 

APPRENTICESHIP AND TRAINING 
12. There has been an encouraging increase in the last two years in the 

number of apprentices engaged, but the quality of much of the training given to 
apprentices by industry does not equip them adequately to cope with changing 
industrial techniques and the usual five-year period is unnecessarily long. 

13. At the request of the Minister of Labour the two major apprentice training 
industries, engineering and building, are reviewing their arrangements. The first 
result of these efforts is the decision by the National Joint Council of the Building 
Industry to authorise its regional committees to reduce the apprenticeship period 
from five to four years. The engineering industry is still considering the subject. 
The Minister will continue to press industry in general to make the necessary 
radical changes in apprenticeship arrangements. 



14. Recently courses have been started to give first year training to 
apprentices in technical colleges and Government Training Centres. These provide 
facilities for about 3,500 apprentices each year out of a total of some 120,000. 
The employer pays the wages during this year. At the Government Training 
Centre courses, which are regarded as demonstration courses, no charge is made 
to employers; at the local technical colleges the local authorities are expected to 
charge the employers for. the industrial element in the course but the amount 
charged varies a great deal between different authorities. The standard of training 
given at these courses is of a high order and their expansion would contribute 
substantially to the improvement of the quality of apprenticeship training in 
industry generally. The Ministry of Education think that the courses in technical 
colleges could be expanded to provide for 10,000 by the autumn of 1964 and to 
provide for 30,000 five years from now. These proposals form one part of a plan 
for educational expansion put forward by the Minister of Education which is now 
being considered by the Chancellor of the Exchequer and the Chief Secretary on 
the Prime Minister^ instructions. It is not easy to reach a decision on this 
particular aspect in isolation from the rest of the plan. 

15. The Ministry of Education would also like to abolish the charge for the 
industrial element in the training now made by the technical colleges. The 
Government would then be accepting responsibility on a fairly substantial scale 
for the cost of industrial training of young people. This departure from the 
principle that industry is responsible for industrial training could best be considered 
in the context of a wider examination of the financing of industrial training, as 
suggested in paragraph 18 below. 

16. The further suggestion that the first year courses at technical colleges 
(and presumably also at Government Training Centres) should count for two years' 
apprenticeship would require the agreement of the employers and unions. Raising 
this question on this narrow basis might prejudice the more general reduction in 
the apprenticeship period which has been raised by the Minister of Labour with 
the engineering and building industries. In practice it would be impossible to apply 
the reduction to public courses and not to the excellent apprentice training courses 
run by some large industrial firms. 

17. In general an extension of the first-year technical college courses would 
help to improve the quality of apprenticeship training but not necessarily the 
quantity. To obtain an increase in numbers more direct pressure on industry may 
be required. The Report of the Working Party which considered the French levy 
rebate system showed that it would be extremely difficult to introduce a national 
system of that kind in this country, and that in any case the success of the French 
training system depends on several factors other than the levy which are not 
present here. The Working Party also thought there were difficulties about 
introducing a levy rebate arrangement in individual industries, chiefly because of 
the difficulty of demarcation of an industry for this purpose. But more recent 
thought suggests that this may not be insoluble and that it should be examined 
further. Such an arrangement would be consistent with the objective of 
encouraging industries to take more collective responsibility for improving their 
training. 

18. In addition to apprentice training there will be need for expansion of 
adult training. Public provision for this is made at present in the Ministry of Labour 
Government Training Centres which train up to 3,500 unemployed men a year. This 
number is very small in relation to the needs of industry for skilled men, but 
expansion has been hindered partly by trade union restrictions of various kinds and 
partly because unemployed men are often unwilling to take courses on the relatively 
low maintenance allowances available when unskilled or semi-skilled employment 
can so readily be obtained. The Ministry of Labour have recently offered to 
undertake re-training of men in employment for their employers at a charge roughly 
covering cost; but so far there has been little response. In view of the expected 
substantial reduction in employment in the declining industries, coalmining, railways, 
and agriculture, however, an increasing number of men will require training and 
in the national interest they should get this rather than take unskilled employment. 
But some trade unions may oppose expansion of adult training, and discussion with 
them will be required. 

June 1962. 
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NYASALAND: DISCUSSIONS WITH Dr. BANDA IN LONDON 

MEMORANDUM BY THE SECRETARY OF STATE FOR THE HOME DEPARTMENT 

Introduction 
In the talks during my visit to Nyasaland last month, I was strongly pressed 

by the leader of the Malawi Congress Party, Dr. Banda, and his unofficial colleagues 
to make an early announcement, preferably before leaving the territory, that the 
principle of secession had been granted by Her Majesty's Government. 

2. I succeeded in containing the position within the bounds of my statement 
to the House of Commons on 8th May, and Dr. Banda accepted my plan to 
appoint a special group of advisers. He made clear, however, that he could not 
commit himself to considering alternative forms of association with the other 
territories, unless and until the principle of secession had been agreed and granted: 
in particular, he could not contemplate any association with Southern Rhodesia. 
He also pressed for the work of the advisers to be concluded so that a decision on 
secession could be taken not later than September. 

3. I explained that I could not accept a date, and that what I proposed was 
a genuine enquiry which could only help Nyasaland and was not being conducted 
in order to delay matters. Whilst Dr. Banda acquiesced in the matter being left 
in this way, it is clear to me that it is going to be extremely difficult to defer the 
secession issue beyond the autumn. I shall of course be consulting my colleagues 
on this after my advisers have reported. Meanwhile, however, we cannot hope 
for more than half-hearted collaboration on that part of my advisers' enquiry 
dealing with alternative forms of association. 

4. It is against this background that we have now to consider the question 
of further internal constitutional advance for Nyasaland, which Dr. Banda also 
raised with me. He put forward a programme whereby Nyasaland would move 
to full self-government in July this year, and thereafter to independence within 
the Commonwealth in April 1963. This second stage would follow an early 
decision by Her Majesty's Government that Nyasaland should be allowed to 
secede, and the working out by a special commission of the practical implications 
of such a decision. I left him in no doubt that this programme was much too 
rapid for me, and that in particular the question of independence could not be 
contemplated in advance of the work of my advisers and decisions on the broad 
Federal issue. I said that I considered it would be necessary to have a conference 
before the Nyasaland Constitution could be altered to provide for a measure of 
internal self-government; in particular, I had in mind the need to introduce, for 
the protection of minority interests, a Bill of Rights and Council of State. I was 
encouraged to say this from my contact with the Europeans. Dr. Banda at first 
vigorously opposed this, but eventually said he would accept a conference in the 
autumn on condition that it would also define a date for independence. I was 
able to hold the position only by saying that these were matters" on which I must 
consult my colleagues, and by inviting him to London to continue our conversations. 

60962 
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The Forthcoming Talks with Dr. Banda: General Considerations 
5. I have now to decide what line to take with Dr. Banda on these matters 

in the first week of July. The position of the Malawi Ministers is clear: assuming 
as they do that Nyasaland's withdrawal from the Federation is now merely a 
matter of time, they see no reason why the territory should not move as rapidly 
to independence as, say, Tanganyika has done. In postulating their programme, 
:they pay little or no regard to the practical issues which condition the desirable 
and possible pace of advance, such as: 

(i) the	 economic and financial difficulties, in particular the annual deficit 
on the recurrent budget; 

(ii) the lack	 of trained manpower to take over the higher echelons of the 
administrative and technical services of government for many years 
to come; 

(iii) the	 need to make proper provision for the public service, including a 
compensation scheme for expatriate officials. 

These are the sort of problems which would arise even if Nyasaland were to be 
regarded simply as a separate entity: they are further complicated by the need to 
adjust Nyasaland to whatever new pattern we may evolve in Central Africa 
(involving, for example, the possibility that the Governments of the three territories 
will have to assume responsibility for a wider range of functions than at present, 
calling for still greater resources of finance and manpower). 

6. It would be unwise to underestimate the strength of the political pressures 
at work in Nyasaland. On the other hand there is grave risk, if the pace of advance 
is unduly forced, of financial and economic recession, leading to a catastrophic 
set-back in the territory's progress, and of a breakdown in the governmental 
machine, with a large and rapid exodus of expatriate officials. 

Independence 
7. It would be difficult enough (as elsewhere in Africa) to apply the brake as 

firmly as we might wish, even if we were handling Nyasaland in isolation. It 
remains doubly difficult so long as Nyasaland's position vis-a-vis the present 
Federation is unresolved: but that is the situation in which I shall have to meet 
Dr. Banda next week. It is unfortunate that the question of secession and of 
independence should now be confused in his mind: and I shall try to bring him 
to realise that withdrawal from the Federation is not the same thing as independence 
from the United Kingdom, and that the progress of Nyasaland towards independence 
as a territory must be subject to realistic consideration by Her Majesty's Government 
and the Nyasaland Government of all the usual factors on which the ability of a 
country to stand on its own feet depends. 

8. Ideally, it would be desirable to avoid any further move on the territorial 
constitution until we could see our way to a solution of the Federal issue: if that 
should be settled to Dr. Banda's satisfaction, there will be some prospect of a more 
realistic approach on his part to the problems of domestic advance. I fear however 
that some move will have to be made in the forthcoming talks, if Dr. Banda's 
acceptance of and collaboration with my advisers is to remain secured. The 
question is what is the minimum which will keep him in play. 

9. So far as independence is concerned, I shall have to try to convince him 
that I cannot possibly contemplate a programme or date at least until my advisers 
have done their work and Her Majesty's Government have been able to take stock 
of the whole Federal problem. It is neither prudent nor practicable to try to look 
ahead in this way until the circumstances in which Nyasaland may eventually be 
moving towards independence have been clarified and I could not now undertake, 
even if a constitutional conference were to be held in the autumn, that Her Majesty's 
Government would then be in a position to agree to a date for independence. 

Internal Self-Government 
10. If however this firm line is to be taken on independence, and at the same 

time Dr. Banda is to be kept on the hook for my general enquiry, I think we shall 
at least have to offer him the prospect of further territorial advance before the end 
of the year. I would therefore propose to offer a constitutional conference in the 
autumn, at as late a date as I could negotiate. I should wish if possible to allow 



time for some consideration of Nyasaland's position in relation to the Federation, 
in the light of my advisers' report; but no doubt Dr. Banda will be reluctant to 
wait beyond September. He will realise that we are seeking to buy time, and October 
may be the maximum we can hope to gain. 

11. It has to be recognised that making this offer probably means that we 
are committing ourselves to the introduction of virtual self-government in 
Nyasaland by the middle of 1963, and possibly earlier (e.g., 1st April). Dr. Banda's 
objective for the next stage will be an all-elected, non-advisory Executive Council, 
from which the official Ministers of Finance and Justice have withdrawn, the Chief 
Secretary becoming a Deputy Governor. Once at the conference table, it will be 
very hard to hold the line much short of this; and no doubt much will be made of 
precedents in East Africa. On the other hand, there are a number of matters 
which call for very careful thought before we agree to go so far. Would it be wise, 
for example, at this stage to allow all control of the public service, or of the police 
and law and order to pass out of the Governor^ hands? And should Her Majesty's 
Government not seek to retain some financial control, having regard to Nyasaland's 
special problems and the financial reshuffling that will be involved in any general 
change of the Central Africa pattern, in a Constitution coming into force in 1963? 

12. There is a further difficulty in negotiating self-government for Nyasaland, 
so long as the present Federation remains in being. At the stage of full 
self-government, it is normally the powers of defence and external relations which 
the United Kingdom Government retains to themselves, but under the present 
Federal constitution these powers rest with the Federal Government. In these 
circumstances, Her Majesty's Government would find themselves in the peculiar 
position of having practically no. remaining responsibilities towards the territory. 

13. I can consult my colleagues at a later date, when these problems have 
been further examined, about our objectives at the conference itself. But it is clear 
that any limitations upon full internal self-government will be difficult to negotiate, 
and that to achieve what we may think to be desirable we may have to adopt a 
tactical starting point still further back. 

14. Assuming that such a conference is offered to and accepted by Dr. Banda, 
two subsidiary questions arise, namely, the timing and content of any 
announcement. These are dealt with in the Annex to this paper. 

Summary of Proposals 
15. I accordingly seek my colleagues' agreement that I should in the 

forthcoming talks offer Dr. Banda a constitutional conference in the autumn to 
discuss the granting of a substantial measure of self-government to the territory, 
at the same time making it plain that Her Majesty's Government are not able at 
this stage to enter into any undertakings as regards a programme for independence; 
and that I should handle the problems of timing and content of the announcement 
of this move on the lines set out in the Annex. 

R. A. B. 

Home Office, S.W.1, 

19th June, 1962. 




 1ANNEX .

(i) The Timing of any Announcement 
Dr. Banda will no doubt wish to announce the results of his visit to London 

almost as soon as he returns to Nyasaland (9th July). But it is obviously necessary 
politically to bring the Federal Government into the picture before any 
announcement is made, and this will have to be done very carefully if their 
acceptance of my general enquiry is not to be endangered. It would also be in 
accordance with normal practice to consult with the Opposition Party in Nyasaland 
(U.F.P.) before Her Majesty's Government formally commit themselves to such a 
conference. Such consultations will not of course be palatable to Dr. Banda: 
before the talks with him begin, I am therefore consulting the High Commissioner 
and Governor about the manner and timing of such approaches to the Federal 
Government and the U.F.P. 

(ii) The Content of any Announcement 
Dr. Banda will no doubt press for the announcement to go as far as possible 

towards indicating that the conference will result in self-government for Nyasaland: 
and we shall no doubt have to let him return from London with something 
concrete to tell to " his people ". For our own purposes, however, we should 
wish the conference to be described in a neutral way, e.g., " t o consider the next 
stage of constitutional advance in Nyasaland ".; the wording is of importance from 
the point of view of minimising the Federal Governmenfs suspicions and European 
reaction generally in the Federation, as well as of maintaining Her Majesty's 
Governmenfs freedom of action at the conference table. This will be a matter 
for negotiation: but Dr. Banda's agreement to a satisfactory formula may well 
depend on his being assured privately at least that it is our thought that the next 
phase in Nyasaland will be one of substantial self-government. 

June 1962 




