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II 


CABINET 

UNEMPLOYMENT BENEFIT 

MEMORANDUM BY THE MINISTER OF LABOUR AND NATIONAL SERVICE AND THE 

MINISTER OF PENSIONS AND NATIONAL INSURANCE 

A Committee of officials was appointed (CM. (56) 35th Conclusions. 
Minute 5): " To promote and co-ordinate any action which may be necessary or 
desirable for the Government to take in regard to automation and the developments 
to which it may give rise." 

2. The Committee have now made a Report, which we circulate herewith, 
on: — 

(a)	 The possibility of improving the unemployment benefit provision for 
workers made redundant in their employment by automation. 

(b)	 The general rules governing the payment of unemployment benefit to 
workers on short time, whether arising from automation or not. 

On the second subject the Committee suggest a change which might require legis
lation and we therefore discuss this first. 

Short-time Working 
3. A worker who is on short time or whose work is temporarily suspended 

cannot be treated as unemployed on any day on which he works or for which he 
receives payment from his employer. Recent rulings of the National Insurance 
Commissioner have, however, made it clear that a guaranteed week agreement need 
not imply payment by the employer for each day of the week and, for days on which 
no work is done and no payment is made; claims for benefit can be made under 
the same rules as apply to the man who is without an employer and seeking a new 
job. After three waiting days, benefit is payable for any two days of unemployment 
in six consecutive weekdays, so that as the rules stand benefit (and two days at that) 
is payable to a worker who has earnings for four full days' employment in a week, 
even though he may normally work only one day more. This situation has 
attracted much criticism where the worker's earnings are still high by ordinary 
standards, and is unsatisfactory both from the insurance point of view and in its 
effect on the mobility of labour. 

4. From the insurance point of view it was never intended that benefit should 
be paid where only one day's work a week has been lost, but this principle has 
been increasingly undermined by the adoption of the 5-day week in industry. The 
availability for other employment of such workers is difficult to test effectively and 
many people think it wrong that short-time workers with high earnings should 
have them subsidised out of the contributions of workers whose full-time earnings 
are lower. On the other hand, there seems to have been no criticism of the payment 
of benefit in the cotton industry, where wages are low, to short-time workers who 
have equally lost only one day's earnings, and it would seem very questionable 
policy to make insurance benefits less available to those with high earning power. 

5. As regards labour mobility, in some industries, particularly motor-cars, 
the effect of the Governments economic measures has shown itself so far in 
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short-time working rather than the discharge of workers. The ability to 
supplement earnings with benefit is not of course the only reason causing workers 
to prefer short-time working rather than seek fresh employment, particularly when 
they are employed in firms or industries where their earnings are relatively high. 
But to make an insurance change primarily in order to increase the mobility of 
labour would clearly lay the Government open to political attack on the ground 
that it was indifferent to the interests of the workers and determined to create 
unemployment. It would seem therefore that the justification for any further 
restriction on the insurance benefits of short-time workers would have to be on 
wider grounds of general equity. 

6. After considering various possibilities the Committee of officials have 
recommended that the method of dealing with the situation which would cause 
the least difficulty would be to treat Saturday as a day in respect of which 
unemployment benefit is not payable. The rule would then be that benefit could 
only be paid if the worker were unemployed in a week on two days other than 
Saturday and Sunday. For the days of unemployment which counted, benefit 
would then be paid at one-fifth (instead of one-sixth) of the weekly rate. A variant 
of this proposal would be to eliminate the first day of proved unemployment in 
any calendar week and pay one-fifth of the weekly rate for each of the remaining 
days if in excess of one. While this would avoid the suggestion that Saturday is 
to be regarded as a non-working day, it would be more difficult to administer. The 
intention of either change would be to limit the payment of benefit during 
short-time working to those cases in which the worker was not working more than 
three days a week. The result would, in our view, be to limit considerably the 
extent to which workers on short time would receive benefit. Assuming the present 
level and pattern of short-time working, such a change might save the National 
Insurance Fund perhaps £2 million a year, though too much importance should 

.' not, owing to the uncertainty of the situation, be attached to this figure. 

7. Either of the general changes suggested would require legislation and 
we should mention that an automatic effect of the adoption of a five-day benefit 
week (unless countervailing action was taken) would be to increase by one-fifth 
the present periods, from 30 weeks upwards, for which unemployment benefit 
can be drawn. Either change would also have to apply to sickness benefit because, 
for various purposes of the insurance scheme, days of sickness and days of 
unemployment are interchangeable. The practical effect in relation to sickness 
benefit would, however, be quite small. 

8. An alternative to a general change in the benefit rules would be to make 
special conditions for five-day-week workers on short time. This could be effected 
by regulations. Any such regulations would, however, have to be submitted in 
draft to the National Insurance Advisory Committee and, as they would be obliged 
to consider representations on the subject, it would probably be three to six months 
before they were able to report. 

9. It is important in this connection to note that in a report last autumn the 
National Insurance Advisory Committee, while recognising the present anomalies, 
expressly recommended that no change should be made in the arrangements 
relating to short-time working. The likely attitude of the Committee to draft 
regulations on these lines might therefore not be altogether favourable. 

10. While there is undoubtedly public uneasiness about the payment of 
benefit to some short-time workers, we do not consider that a sufficiently strong 
and clear case exists for action to change the insurance rules at present. A further 
reason for delay is that the decisions so far given by the National Insurance 
Commissioner on guaranteed week agreements only relate to those of individual 
firms in the engineering industry. The proper interpretation of the main agreement 
covering some 2\ million workers in federated firms arises on an appeal which 
will shortly be coming before him. The amount of short time being worked is 
not increasing. We would therefore propose to keep^ the subject under review 
and, if in the autumn it still seemed desirable that some change should be made, 
it might perhaps be undertaken in a less controversial atmosphere in conjunction 
with other changes in the insurance scheme, which may in any case have to be 
the subject of legislation next Session. We might in this way also expect to get 
the benefit of some exchange of views on the subject with representatives of 
employers and trade unions. 



Position of Discharged Workers 
11. The introduction of automation may lead to the discharge of workers 

on redundancy and the Committee of officials accordingly considered the 
possibility of improving the present rate of benefit to help meet this situation. 
They point out, however, that automation is only one possible cause of redundancy 
(and in present circumstances we think a less likely one than some others) and 
that any adjustment in the benefit rates would have to apply to all unemployed 
workers. Secondly, they take the view that any improvement in the general rules 
of unemployment benefit could only be considered along with the rates of national 
insurance pensions and benefits generally, and also of war pensions. We agree 
with the officials on both points and also share their view that no practicable 
improvement in benefit rates would significantly weaken the resistance of workers 
to losing their employment. 

12. The report points out, however, that where a worker's employment has 
been finally terminated, he is not prevented from getting benefit by the fact that he 
is also getting compensation from his former employer for the loss of his former 
remuneration, so long as the compensation, together with his own benefit (ignoring 
any payments for dependants), does not exceed two-thirds of his previous 
remuneration. We think it desirable that this arrangement should be more widely 
known so that, where an employer wishes to compensate a worker who is being 
discharged after long satisfactory service, he should not be discouraged from 
assisting the worker's resettlement by the belief that it would prevent the payment 
of benefit. 

13. We therefore recommend that
(1) no immediate	 action should be taken to restrict the right to benefit of 

short-time workers but the subject should be kept under review as set 
out in paragraph 10, and the whole subject looked at again in the 
autumn; 

(2) on the possibility of improving the rate of unemployment benefit, the views 
set out in paragraph 11 should be accepted; 

(3) the fact that employers are not prevented from supplementing the benefits 
of discharged workers should be made more widely known. 

I. M. 

J. A.	 B.-C. 
2.1st	 June, 1956. 



OFFICIAL COMMITTEE ON AUTOMATION 

REPORT ON UNEMPLOYMENT BENEFIT 

SUMMARY OF REPORT 

1, Workers who have "been d ischarged and are compelled t o 
seek f r e sh employment are normal ly e n t i t l e d to unemployment 
b e n e f i t . This b e n e f i t may be drawn "by workers who are 
r e c e i v i n g compensation payments from t h e i r l a t e employers 
prov ided that these payments do not exceed c e r t a i n l i m i t s . 
The p r o v i s i o n . f o r supplementation o f b e n e f i t by employers f o r 
t h e i r former workers i s reasonable where employment has been 
f i n a l l y terminated and the re f o r e we do not suggest any change 
i n these arrangements, 

2. Under present arrangements, supplementation o f b e n e f i t 
by employers i s no t permit ted where workers are on shor t 
time or are t emporar i l y suspended. We accept the v i ew that 
employers should not be encouraged to r e t a i n workers who are 
t emporar i l y under-employed at the expense of the Nat iona l 
Insurance Fund and accord ing ly recommend that the e x i s t i n g 
arrangements should be endorsed, 

3. Unemployment b e n e f i t has always been a v a i l a b l e to persons 
who are t emporar i l y under-employed, p rov ided that they are 
w i l l i n g to work elsewhere on the days when t h e i r r e gu l a r 
employer cannet use them and subjec t to the normal t e s t s f o r 
r e c e i p t o f unemployment b e n e f i t . Where guaranteed week 
agreements prov ide f o r no- more than four days pay, b e n e f i t may 
be payable f o r the two days o f the week on which no work i s 
done - even where the worker i s on a f i v e day week. This 
g i v e s r i s e t o two ser ious anomalies: 

( a )	 Two days b e n e f i t can be earned by the l o ss o f 

one day ' s work; 


( b )	 I n p r a c t i c e , the s t a t u t o r y t e s t . o f a v a i l a b i l i t y f o r 
employment cannot be e f f e c t i v e l y app l i ed . 

k- We have considered var ious methods o f remedying t h i s 
unfortunate s i t u a t i o n : 

( i )	 By p rov id ing (by r e g u l a t i o n ) that b e n e f i t should not 
be pa id where a guaranteed week was i n ope ra t i on ; 

( i i )	 By in t roduc ing an earnings ru l e which would prevent 
b e n e f i t be ing paid i n any week to any one wi th 
comparat ive ly high earnings i n that week; 

( i i i  )	 By a l t e r i n g the cond i t ions f o r r e c e i p t of b e n e f i t so 
that no more than one day ' s b e n e f i t could be pa id t o 
a f i v e day week worker who has l o s t one day ' s work. 

5. A l l these proposa ls would g i v e r i s e to admin i s t r a t i v e 
d i f f i c u l t i e s and would probably l e ad to new anomalies without 
dea l ing e f f e c t i v e l y w i th the problem of the payment o f b e n e f i t 
to workers on short t ime 0 Moreover, ( i  ) would be represented 
as an a t tack on the guaranteed wage p r i n c i p l e and ( i i ) would 
be a t tacked as a means t e s t . 

6. We have t h e r e f o r e suggested that the problem could bes t be 
tack led by exc luding Saturday f o r b e n e f i t purposes i n the same 
way as Sunday i s now excluded. Bene f i t v/ould then be payable 
f o r the f i v e remaining days o f the week at o n e - f i f t h of the 
weekly r a t e ; consequent ia l adjustments of the condi t ions would 
be r equ i r ed . The change proposed would exclude from b e n e f i t 
a l l short time workers now e n t i t l e d to pay from t h e i r employers 
f o r four working days. L e g i s l a t i o n would be necessary, 

7. D e t a i l s are g i v en i n the Report below, 



UNEMPLOYMENT BENEFIT 


1 . Our terms o f r e f e rence have l ed us to cons ider s p e c i a l l y 
the p r o v i s i o n , "by way o f unemployment b e n e f i t or o the rw ise , 
o f compensation payments to workers d i sp laced by automation, 
and a lso the genera l ru les governing the r e c e i p t o f 
unemployment b e n e f i t by workers on short t ime . 

D isp laced Workers, compel led to seek f r esh employment 

Compensation payments by former employer 

2. A worker who has been discharged by his employer on 
redundancy and compelled t o seek f r e s h employment, w i l l 
normally be e n t i t l e d t o unemployment b e n e f i t at the r a t e o f 
l+Os. s i n g l e , 65s. marr ied , w i th a d d i t i o n a l payments f o r 
dependent c h i l d r e n . He can at the same t ime be in r e c e i p t 
o f p e r i o d i c compensation payments from his p rev ious employer, 
prov ided such payments do not exceed two - th i rds o f the 
remuneration l o s t l e s s the s i n g l e pe rs/n ' s r a t e of b e n e f i t 
( l+Os. ) . The f a c t that i t i s p e rm iss ib l e f o r b e n e f i t ' t o "be 
paid concurrent ly w i th compensation payments in t h i s way i s 
not perhaps so w ide l y understood as i t might b e . The 
present ru l e s were endorsed by the Na t i ona l Insurance 
Adv isory Committee in 135k, when the r e gu l a t i ons were s l i g h t l y 
v a r i ed from those p r e v i ous l y i n f o r c e i n order t o f i t the 
p r o v i s i o n made f o r workers d i sp laced i n consequence o f the 
Transport A c t , 1 9 5 3 . They, a l so f i t agreements, which have 
s ta tu to ry M i n i s t e r i a l approva l , a r r i v ed at f o r payments t o 
c o l l i e r y workers who become redundant as a r e su l t o f major 
r e o r g a n i s a t i o n s , and we understand that s i m i l a r arrangements 
f o r cushioning redundance d ischarges have been in opera t i on 
f o r a cons iderab l e t ime in c e r t a in ather i n d u s t r i e s . 

3 . Where workers who have g i v en s a t i s f a c t o r y s e r v i c e over a 
subs tan t i a l p e r i od are d ischarged because of r e o r gan i sa t i on 
v o l u n t a r i l y undertaken by the employer in order to make h i s 
business more p r o f i t a b l e , the r e would seem t o be both a 
moral o b l i g a t i o n on the employer and a l so the means a v a i l a b l e , 
f o r him to make compensation payments a d d i t i o n a l t o na t i ona l 
insurance b e n e f i t to ass i s t the smoother rese t t l ement of the 
workers in f r e sh employment, and we understand that such 
p r e v i s i o n s ( o f t e n c a l l e d "severance monejr") and a l so i n some 
cases ass i s tance in other d i r e c t i o n s , such as removal 
expenses, have been f a i r l y w ide l y adopted in the U.S.A. and 
in o ther c oun t r i e s . I n t h i s c o u n t y the Government can 
hardly d iscourage s i m i l a r a c t i on i n v i ew of what has a lready 
"Ween done f o r workers d isp laced not on ly under the Transport 
A c t , 1 9 5 3 , but under the var i ous n a t i o n a l i s a t i o n s t a tu t e s 
inc lud ing the p r o v i s i o n f o r c o l l i e r y workers a l ready mentioned. 
I t does no t , however, seem t o us that any case can be made 
out f o r making b e t t e r p r o v i s i o n from insurance or o ther 
pub l i c funds f o r workers d i sp laced by automation or other 
forms o f t e c h n o l o g i c a l change, than a r i s e s where a worker 
w i th equa l l y long and s a t i s f a c t o r y s e r v i c e l o s e s h i s job 
because h is employer ' s a c t i v i t i e s have con t rac t ed , o r , in 
extreme cases , the employer has been f o r ced out o f bus iness . 
Indeed, i t could be argued that the l a t t e r case i s more 
deserv ing o f sympathetic S ta t e a c t i on because the employer 
i s then much l e s s l i k e l y t o have the f i n a n c i a l resources w i th 
which t o a s s i s t h is d i sp laced workers . Where employment 
has been f i n a l l y terminated, t h e r e f o r e we see no ob j e c t i on 
t o employers arranging t o supplement the unemployment b e n e f i t 
o f t h e i r former workers t o the extent a l lowed by the present 
r e g u l a t i o n s , which seem to us t o impose a l i m i t which i s . 
reasonable i n i t s e l f and a l so acceptab le t o t r ade union 
op in i on . 



Rate o f Unemployment Bene f i t 

U. We have a l so considered whether i t would a s s i s t in 
meeting any redundancy problems l i k e l y to be thrown up ty the 
spread o f automation i  f the present ra tes o f unemployment 
b ene f i t could be increased . We do not see how the ra tes o f 
t h i s b e n e f i t , prov ided as i t i s from funds to which a l l 
cont r ibute e qua l l y , could be v a r i ed according t o the p a r t i c u l a r 
economic circumstances which l ed t o the worker l o s i n g h is 
employment or according t o h i s -previous earn ings . Any 
increase i n the ra t e o f unemployment alone would not be 
p o l i t i c a l l y p o s s i b l e . But a genera l increase in the 
standard r a t e o f b e n e f i t , inc lud ing ret i rement pens ion, 
would be a ve ry c o s t l y opera t ion which, in v iew o f the need 
f o r s t r ingen t economjr in Government expendi ture , could not be 
contemplated at p r e sen t . Even a minimum increase of 5s. 
on the standard r a t e - t oge ther w i th the i n e v i t a b l e 
consequent ia l improvement in war pension ra t es - would 
impose an add i t i ona l charge of the order o f £20 m i l l i o n s 
on the Exchequer i n the f i r s t f u l l y ea r . The immediate 
increase i n expenditure from the Nat iona l Insurance Fund 
would be about £80 m i l l i o n s but t h i s would r i s e s t e a d i l y 
thereby adding to the d e f i c i t s which w i l l have to be met by the 
Exchequer i n future jrears. Increased b e n e f i t s would have 
to be accompanied by increased contr ibut ions and these 
would add t o the pressure on wage r a t e s . An increase of 
5s. on a weekly r a t e o f UOs. would s t i l l l e a v e the ra t e o f 
unemployment b e n e f i t f a r below the average earnings of men. 
As regards the l i k e l y e f f e c t on the a t t i t u d e . o f the 
redundant worker , a high r a t e of unemployment b e n e f i t might 
be disadvantageous in t h a t , "by making short t ime working 
more a t t r a c t i v e t o the workers , employers would be under 
increased pressure t o r e t a i n redundant s t a f f . But o therw ise , 
the ra t e o f State unemployment bene f i t a v a i l a b l e does not seem 
to us l i k e l y to have much e f f e c t on the worker ' s w i l l i n g n e s s 
to accept displacement from his employment by automation or 
other t e c h n o l o g i c a l change. I f h i s unemplos/rnent i s likely t o 
be pro longed the worker w i l l do every th ing he can to r es i , : t 
the changes which would br ing i t about whatever t h e r a t e 
of the unemployment b e n e f i t . I f (as in present circumstances 
must nea r l y always be the case )he can expect t o be o f f e r e d 
f u l l t ime employment elsew/here ve ry qu i ck l y , h i s a t t i t u d e 
towards displacement w i l l not be determined by the ra t e o f 

rb ene f i t payable during the i n t e r v a l but b2  the prospects 
o f f e red in the new employment as compared w i th the o l d , any 
disturbance costs i n v o l v e d , and, where a change o f home i s 
i n v o l v e d , housing, educat iona l and other f ami l y problems. 
Pension schemes f o r manual workers supplementing the na t i ona l 
insurance p r o v i s i o n have become widespread, and any l o s s of 
pension r i g h t s which cannot be made good i n the new employment 
may a l so have an important e f f e c t on the worker ' s a t t i t u d e . 

Workers on short t ime or temporar i l y suspended. 

Supplementation o f b e n e f i t by Employers 

5. Except in the case where employment has been f i n a l l y 
t e rminated , the re i s no p r o v i s i o n a l l ow ing employers t o 
supplement any unemployment b e n e f i t to which t h e i r workers 
are e n t i t l e d during short t ime or suspension. As bene f i t 
i s payable on a d a i l y b a s i s , i t i s however p o s s i b l e f o r 
an employer to be making payments in respect o f c e r t a in days 



in a week, whether work i s done on them or no t , wh i l e b ene f i t 
i s payable f o r o the r s . The ru l e s have not always been so 
r e s t r i c t i v e . Between 1 9 3 9 and I9U8 there was s ta tu to ry 
p rov i s i on f o r M i n i s t e r i a l approva l f o r supplementation of 
b ene f i t by employers, of which advantage was taken by the 
f l o u r - m i l l i n g industry and the Un i l e ve r group. The Nat iona l 
Insurance Adv i so ry Committee was s p e c i a l l y asked in 1 9 ^ 7 t o 
consider whether corresponding p r o v i s i o n should be made by 
r e gu l a t i ons under the Nat ional Insurance Ac t , 1 9 M 5 . A f t e r 
hear ing the arguments of those who had taken advantage of the 
o ld p rov i s i on and those who wished t o do so, the Committee 
recommended aga ins t any such p r o v i s i o n being made, and t h e i r 
adv ice was accepted . The r e l e v a n t par t o f t h e i r r epor t (which 
was publ ished and l a i d be fo re Par l iament (H. of C. No .161 of?: 19^6) 
i s reproduced as an Appendix. I t w i l l be seen that the 
Committee took the v i ew that in post-war cond i t i ons i t was 
wrong to use na t i ona l insurance funds t o help ' employers to 
r e t a i n workers to whom they were unable to o f f e r work. 
Apart from the economic arguments aga ins t encouraging under
employment, the Committee drew a t t e n t i o n t o the f a c t that a 
l a r g e s e c t i on of the insured populat ion and t h e i r employers 
would, because of the terms of t h e i r employment, be unable to 
take advantage of such arrangements i  f pe rmi t t ed , and po in ted 
out that in some cases the bar was s t a tu t o r y , e . g . in the 
case o f workers covered by the Dock Workers (Regu la t ion of 
Employment) Ac t , I9L1.6, or by the A g r i c u l t u r a l Wages A c t s . 

6 , We f i n d the arguments used by the Nat iona l Insurance 
Advisory Committee in 1 9U8 s t i l l conv inc ing , and we would 
add that i t might be thought p a r t i c u l a r l y un fa i r by o ther 
insured workers and t h e i r employers i f an except ion t o the 
genera l r u l e were made in favour of concerns whose workers 
were t emporar i l y under-employed during the in t roduc t i on o f 
processes designed t o make the concern more p r o f i t a b l e . We 
think p a r t i c u l a r a t t e n t i o n should be drawn to the p o s i t i o n 
in the por t t ransport industry s ince , i t i f were now dec ided 
to r e v e r t t o the unemployment insurance p o s i t i o n which 
obtained between 1939 and 1 9 U 8 , an unanswerable case cou ld 
be made f o r a r e v i s i o n of the Dock Workers (Regu la t ion o f 
Smployment) Act arrangements to permit the payment o f b e n e f i t 
( o r sums in l i e u ) to disengaged dockers in r e l i e f of the 
present " f a l  l back" guarantee payments now made out of the 
proceeds o f a genera l l e v y on por t t ranspor t employers. A 
Committee i s at present examining the working of these 
arrangements. 



Bene f i t during short time working 

H i s t o r i c a l and General 

7. Unemployemnt insurance has always ca t e r ed , not only f o r the 
whol ly unemployed seeking f r e sh employment, hut f o r those who 
are temporar i l y under-employed, p rov ided they are w i l l i n g to 
work elsewhere on the days when t h e i r r egu lar employer cannot 
employ them, and subject to ru l e s which normal ly prevent the 
payment o f b e n e f i t f o r the f i r s t three days o f unemployment 
( the "wa i t ing days" ) and f o r i s o l a t e d days which do not 
s a t i s f y the " con t inu i t y 1  1 r u l e . Down to 1940 the c on t inu i t y 
ru le prevented the payment o f b e n e f i t unless there were at 
l e a s t three days o f unemployment in any s i x consecut i ve days 
( exc lud ing Sunday which i s d is regarded f o r a l l pu rposes ) . 
The d a i l y r a t e i s one -s i x th o f the weekly r a t e . Since 1940 
only two days o f unemployment in any s i x have been r equ i r ed 
to enable b e n e f i t to be pa id f o r them, and with the spread o f 
the f i v e day week in those manufacturing indus t r i e s where 
short time working i s most o f t en r e so r t ed t o , i t has become' 
common f o r workers who have l o s t only one day ' s work not only 
to ge t b e n e f i t but to g e t i t f o r two days , s ince Saturday can 
then be c la imed as a day o f unemployment. In the case o f the 
more h i g h l y pa id workers (and the earnings o f some o f those 
r ecen t l y on short time have b-een b i g g e r than those o f many 
f u l l time workers ) the excep t i on of unemployment b e n e f i t from 
income tax i s an added a t t r a c t i o n . 

8 . I t was at one time thought that the guaranteed week 
agreements which have been w ide l y adopted in manufacturing 
indust r i es s ince the war, would prec lude the payment of b e n e f i t 
to Workers covered by them on the ground that the guarantee 
must be regarded as a payment by the employer f o r each day of 
the week. But where the guarantee i s f o r no more than four 
days, which i s the commonest form, i t has been found poss ib l e 
to draw the agreements in such a way that they do not prevent 
claims f o r be.uej.it f o r two days o f the week on which no work 
i s done. 

9. The s i t u a t i o n which has r e s u l t e d from the i n t e r a c t i o n o f 
these f a c t o r s - whereby a tax f r e e b e n e f i t i s payable i n 
add i t i on to comparat ive ly h igh wages earned f o r a shor t week 
i s economica l ly i n d e f e n s i b l e . In cond i t i ons o f f u l l employment 
and shortage o f labour the a v a i l a b i l i t y of b e n e f i t i n these 
circumstances i s an inducement t o f i rms which have achieved 
improvements i n p r o d u c t i v i t y to hoard labour by working short 
t ime. ' Th i s n u l l i f i e s the b e n e f i t s which the economy as a 
whole should d e r i v e from i n d u s t r i a l p r o s p e r i t y by keeping up 
cos ts which should be reduced and by w i thho ld ing much needed 
r e l i e f to the genera l s c a r c i t y o f l abour . Moreover , the 
pressure f o r m i l d short time working usua l l y comes from the 
workers who are not wo r r i ed by i t so long as b e n e f i t i s 
a v a i l a b l e . 

10. Nor i s the p o s i t i o n s a t i s f a c t o r y from the insurance po in t 
o f v i ew. The . a v a i l a b i l i t y f o r employment o f a worker who has 
l o s t at most one day 's pay through short time working must be 
suspect but cannot usua l l y be e f f e c t i v e l y t e s t e d ; and, unless 
h i s normal wage i s low, he can r a r e l y be o f f e r e d f u l l time 
employment e lsewhere which he w i l l not have accep tab l e 
reasons f o r r e fu s ing . Nor does i t seem cons i s t en t w i th the 
" t w o - i n - a i x " r u l e or wi th the l i m i t a t i o n on b e n e f i t payments to 
unemployed workers in r e c e i p t o f compensation from t h e i r former 
employers ( see paragraph 2 a b o v e ) , that a worker should g e t 
b e n e f i t at a l l , s t i l l l e s s f o r two days, when he has only l o s t 
one day ' s work and i s earning 80 per cent o f h i s normal wage. 
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1 1 . While the payment of b e n e f i t during recent short time 
working in high wage i n d u s t r i e s has a t t r ac t ed a good dea l 
of pub l i c c r i t i c i s m , there would c e r t a i n l y be strong 
res i s tance from the trade unions and a lso from some of the 
employers concerned i f i t were proposed to a l t e r to the 
disadvantage of short t ime workers the cond i t i ons on which 
unemployment bene f i t can be pa id . Because o f d i f f i c u l t i e s 
a r i s ing out of e a r l i e r short time working, the Na t i ona l 
Insurance Advisory ' Committee were asked in 1 9 5 3 to rev iew 
the whole quest ion of the payment of b e n e f i t f o r very short 
spe l l s of s ickness or unemployment. They went in to the 
question ve ry f u l l y but were unable to a r r i v e at any agreed 
so lut ion of the d i f f i c u l t i e s , and t h e i r Repor t , whi le 
f rankly admitting the anomal ies , accord ing ly made no 
recommendation f o r changes The Report was published as a 
Command Paper in November, 1 9 5 3 , (Gmd. 9 6 0 9 ) without any 
i nd i ca t i on whether the Government accepted the Commit tee^ 
conclusions. 

1 2 . We have , as d i r e c t e d , never the less rev iewed the whole 
pos i t i on again in the l i g h t of the exper ience gained during 
recent short time working. We have not l im i t ed ourse lves t o 
the suggest ions examined in the Advisory Commi t t ee^ Report . 

Guaranteed Week Agreements 

1 3 . Fo l l ow ing dec i s i ons r e c e n t l y g i v en by the Na t i ona l 
Insurance Commissioner, there i s nothing to prevent any 
guaranteed week agreements be ing re-worded, where t h i s 
has not a l ready happened, so as to ensure that where the 
guarantee i s f o r no more than four day ! s pay, two day ' s 
bene f i t can be drawn i f four days or l e s s are being worked. 
A r egu la t i on could probably be framed to prevent the payment 
of bene f i t where a guaranteed week was in ope ra t i on , but i t 
could be represented as an a t t ack on the guaranteed wage 
p r i n c i p l e and we doubt whether i t would be e f f e c t i v e or 
f r e e from anomalies in l i m i t i n g the payment o f b e n e f i t to 
short t ime workers? Our doubts a r i s e because the agreements 
can usual ly be suspended at short n o t i c e on a v a r i e t y of 
grounds and because in any f i rm on short time there are 
always some workers not covered by the guarantee , e , g . because 
o f short s e r v i c e , who would then be f r e e to c la im b e n e f i t 
whi le earning as much as those prevented from c la iming 
by t h e i r guarantee. 

An Earnings Rule 

1 U . The Royal Commission on Unemployment Insurance which 
reported in 1 9 3 2 , recommended that the payment o f b e n e f i t 
to short time and casual workers should be l im i t ed by on 
earnings ru l e which would prevent b e n e f i t being paid i n any. 
week to any one wi th compara t i ve l y high earnings i n that 
week, i r r e s p e c t i v e of the p ropo r t i on which those earnings 
bore to the normal wage. The recommendation was not 
implemented. The idea behind th i s approach was, to l i m i t 
payments to those whose t o t a l income from earnings and 
bene f i t was such that they could be said t o be su f f e r ing 
hardship and who could t h e r e f o r e be presumed to be w i l l i n g 
to accept other more r e gu l a r employment. An earnings ru l e 
of th i s kind would meet those c r i t i c s o f the payment of 
bene f i t during recent shor t time working who consider that 
unemployment bene f i t should not be paid t o people whose , 
earnings are high i n r e l a t i o n to those o f many f u l l t ime 
workers who, through t h e i r c o n t r i b u t i o n s , are meeting the 
cost of the b e n e f i t . An earn ings ru le a l so has c e r t a i n 



a t t r a c t i o n s from the po in t of v iew of securing f a i r n e s s , 

both as between d i f f e r e n t c l a s ses of c laimants and as 

between claimants and con t r ibu to rs but i t seems open to the 

f o l l o w i n g ob j e c t i ons 

( 1 ) Al though, as the Royal Commission exp la ined , an 
earnings ru l e would be no more than a measure of 
employment, which i s obv ious ly r e l e van t to a c la im 
f o r unemployment b e n e f i t , the proposal would doubtless 
be attacked as a means t e s t . 

( 2  ) Unless the ru l e was so seve re as to exclude many 
c la ims which can now be made, there would be much ex t ra 
work f o r Employment Exchanges and f o r employers i n 
asce r ta in ing the c l a i m a n t f s earnings week by week and 
there might w e l l be de lays in payment b e n e f i t . 

( 3 ) In s e l e c t i n g a s u i t a b l e base f o r ad jus t ing 
b e n e f i t t o earn ings there would be the same d i f f i c u l t i e s 
as now a r i s e in connect ion with the earnings ru le f o r 
re t i r ement pens ions , from the d i s p a r i t y o f men's and 
women's ea rn ings . 

(k) As the amount of b e n e f i t would be r e l a t ed to 
t o t a l earn ings week by week, i t might be d i f f i c u l t to 
r e s i s t c la ims f o r supplementat ion of low weekly 
earnings where no c la im f o r unemployment b e n e f i t could 
succeed under the present r u l e s . 

( 5 ) I t might be d i f f i c u l t to defend an earnings ru le 
f o r unemployment b o n e f i t w i t h o u t admitt ing the v a l i d i t y 
of an earnings ru l e f o r s i ckness b e n e f i t , y e t t h i s 
would encounter the f i e r c e s t o p p o s i t i o n . Near l y 
50 per cent o f new c la ims f o r s ickness b e n e f i t are 

. made	 by peop le who are a l so r e c e i v i n g payments from 
t h e i r employers . 

Changing the Cont inu i ty Rule 

"15. I t might be p o s s i b l e to frame a r e g u l a t i o n which would 
prevent the payment of more than one day 's b e n e f i t t o a 
f i v e day week worker who has l o s t on ly one day ' s work, but 
t h i s would s t i l l l eave s e r i ous anomalies between the 
treatment of f i v e day and s i x day week workers , and between 
f i v e day week workers who l o s t one day 's work and those who 
l o s t more. The most' s e r i ous o b j e c t i o n to such a change i s , 
however, that i t would seem t o e s t a b l i s h the p r i n c i p l e that 
bene f i t should be paid g e n e r a l l y f o r s i ng l e days of 
unemployment. Fur ther , wh i l e i r r i t a t i n g the workers 
a f f e c t e d , the change would not s a t i s f y those who c r i t i c i s e 
HM. payment o f b e n e f i t where only one day ' s work has been 
l o s t . 

16. We cons ider that i f a change i s t o be made, i t should 
go fur ther and.seek t o inc rease the p ropo r t i on o f 0 normal 
week's work which must be l o s t be fo re any b e n e f i t can be paid 
and thereby g e t to a p o s i t i o n in which the shor t time worker 
can only qua l i f y f o r b e n e f i t i n circumstances where i t can 



reasonably bs supposed that i f the short time continued f o r 

l ong , he would be prepared to move to f u l l time employment 

e lsewhere . Any diminution of e x i s t i n g b e n e f i t r i g h t s would 

of course be opposed but the e f f e c t of c r i t i c i s m would be 

weakened i f the new ru l e could be defended 

( a )	 as no more than the development o f the p r i n c i p l e s 
of the present r u l e t o meet changing i n d u s t r i a l 
c ond i t i ons ; 

( b )	 as being in l i n e with the es tab l i shed ru le which 
r e gu l a t e s the payment of b e n e f i t w i th compensation 
from a prev ious employer, explained in paragraph 2. 

A New Proposal 

17* The best proposa l we are ab le to make i s that Saturday 
should in future be t r ea ted f o r b e n e f i t purposes g ene ra l l y in 
the same way as Sunday now i s , that i s excluded from reckoning 
al together, , B e n e f i t would then be payable f o r the f i v e 
remaining days o f the week at o n e - f i f t h o f the weekly r a t e , 
subject to the c on t inu i t y r u l e which would be a l t e r ed in 
conformity with the new s i t u a t i o n t o secure that b e n e f i t was 
not paid unless there were two or more days o f unemployment 
in any f i v e days ( exc lud ing Saturday and Sunday). 
L e g i s l a t i o n would be necessary. We understand that the 
Nat iona l Insurance Advisory Committee looked a t , but did 
not pursue, t h i s p o s s i b i l i t y because they thought the 
Government would not wish t o appear to be endorsing the 
f i v e day week f o r genera l adopt ion ; t h e ' f a c t that the 
C i v i l Serv ice i s now t o be put on a f i v e day bas i s would 
seem to have weakened the f o r c e o f such an o b j e c t i o n . 

"18. The rule put forward would e f f e c t i v e l y exclude from 
b e n e f i t a l l short time workers now e n t i t l e d t o pay from 
t h e i r employers f o r four working days, thereby s u b s t a n t i a l l y 
removing the unfa i rnesses as between f i v e day and s i x day 
week workers and those a r i s ing from guaranteed wage a g r e e 
ments, to which the Advisory Committee drew a t t e n t i o n in . 
t h e i r Report , An i n c i d e n t a l advantage would be to r e l i e v e 
pressure on Employment Exchanges, and, i f the ru le a l so 
appl ied to s ickness b e n e f i t , on N a t i o n a l Insurance o f f i c e s 
and on general p r a c t i t i o n e r s on Saturdays. Even f o r the 
s i x day a week worker , i n a b i l i t y to work on h is Saturday 
ha l f -day could hardly nowadays be regarded as a matter 
r equ i r ing compensation from the Na t i ona l Insurance Fund. 



APPENDIX 

Supplementation of Unemployment Bene f i t 

Ex t rac t from the N . I . A . C . Report on the d ra f t Unemployment and 
Sickness B e n e f i t Regu la t i ons , 1948* 

"Our a t t e n t i o n was drawn "by the Min is t ry of Na t i ona l 

Insurance to the omission from these r e g u l a t i o n s of any 

prov i s i on s im i l a r to tha t contained in the Approval of 

Arrangements Regu l a t i ons , 19I+O, made under s ec t i on 2 of the 

Unemployment Insurance A c t , 1939, enabl ing arrangements to he 

made, subject to the approval of the M i n i s t e r , f o r the 

supplementation by employers of unemployment b e n e f i t during 

per iods when a worke r ' s employment i s suspended or terminated. 

There i s no p r o v i s i o n in the Nat iona l Insurance Ac t , 1946, 

corresponding to s e c t i on 2 of the Unemployment Insurance A c t , 

1939* but t h e r e . i s power under s e c t i on 11 (3 ) of the 1946 Act 

to make r e gu l a t i ons de f i n ing what can or cannot be t r e a t e d as 

a day o f unemployment which could be used to achieve a s im i l a r 

e f f e c t . 


A number of f i rms or indus t r i e s e s p e c i a l l y concerned in 
this ques t ion , e i t h e r because they had such arrangements in 
f o r c e , or because they were seeking or known to be seeking 
approval of such arrangements, were informed by the Min is t ry 
of th i s omission from the r e gu l a t i ons and of t h e i r r i g h t to 
make r ep r esen ta t i ons to us on the quest ion. As a r e s u l t a l l 
those so n o t i f i e d did make r epresen ta t i ons to us urg ing , i n 
every case , that p r o v i s i o n should be made enabl ing approved 
arrangements of the same kind to be made in the new scheme of 
nat ional insurance. Almost the whole o f the o r a l ev idence 
which we r e c e i v e d on the p r o v i s i ons of these r e g u l a t i o n s was 
d i r ec t ed to support ing th i s request . 

The cond i t i ons under which in accordance w i th the Approval 
of Arrangements Regu l a t i ons , 1940, such arrangements may at 
present be approved a r e : 

( a )	 the workers must be f r e e to accept a l t e r n a t i v e 
employment, and the employer must not be in a p o s i t i o n 
to r e qu i r e the workers to resume employment with him 
unless they are unemployed at the time of the o f f e r ; 

( b )	 the payments p lus b e n e f i t r e c e i v a b l e must no t , except 
f o r 13 weeks i n the y e a r , exceed three quarters of 
the normal wage; and 

( c )	 the c ond i t i ons of the M i n i s t e r ' s approval must be 
n o t i f i e d to the workers in a way approved by the 
M i n i s t e r . 

The cond i t i on that the worker must be f r e e to accept 
a l t e r n a t i v e employment has , in the arrangements made, usua l l y ... 
been imposed in the form that supplementary payments are made 
only so long as the worker r e g i s t e r s ' at the Employment 
Exchange, i s a v a i l a b l e f o r work, and does not unreasonably 
re fuse an o f f e r o f s u i t a b l e employment. 

The main reasons advanced by the Min is t ry f o r the omission 
from these r e g u l a t i o n s of any .p rov i s i on enabl ing arrangements 
f o r the supplementat ion of unemployment b e n e f i t by employers 
to be approved by the M in i s t e r were, b r i e f l y , tha t the 
cont inuat ion and p o s s i b l y extens ion of such arrangements would 
both de t rac t from mob i l i t y and the f u l l use of labour and would 
weaken c o l l e c t i v e n e g o t i a t i o n of guaranteed wage agreements 
designed to ensure proper wages wh i l e employment l a s t s . 



The p r i n c i p a l arguments advanced in favour of these 
arrangements be ing permi t ted were , put equa l l y b r i e f l y , tha t 
far, from de t rac t ing from the f u l l use of labour the cond i t i on 
that supplementation was payable only so long as an employee 
made himself a v a i l a b l e f o r and did not unreasonably re fuse other 
work secured that surplus labour was f r e e l y a va i l ab l e f o r other 
work and, on the M i n i s t r y ' s second p o i n t , that the supplementary 
payments made under.-these arrangements gave a g r ea t e r measure 
of secur i ty than was prov ided under guaranteed week agreements. 
In one case at l e a s t , the arrangements had been made i n 
add i t ion to a guaranteed week agreement. 

We recognise that i n making arrangements of th i s kind these 
industr ies and f i rms were indeed p r o g r e s s i v e i n p rov id ing a 
measure of s e cur i t y f o r the i r employees, p a r t i c u l a r l y in those 
cases where the arrangements were made at t imes when unemploy
ment was much more widespread than i t i s to -day and short - t ime 
working was more common. We have f e l  t cons iderab le sympathy 
with the des i r e o f both the employers and employees concerned 
to secure that these arrangements are cont inued. 

We doubt whether the f a c t that c e r t a i n indus t r i e s or f i rms 
pay sums to former employees during pe r i od of unemployment does 
g r ea t l y a f f e c t the a v a i l a b i l i t y of these employees f o r 
a l t e r n a t i v e employment during short pe r i ods of unemployment. 
We think that in the main workers , e s p e c i a l l y workers with some 
spec i a l s k i l l , w i l l always tend to l ook f o r work in the i r usual 
occupation and whi l e unemployed to wa i t f o r re-employment in 
that occupation ra the r than seek new employment. This we think 
w i l l c e r t a in l y be the case where a p e r i o d o f unemployment i s 
shor t , perhaps not more than a few days, and where a worker 
i s aware that h is unemployment i s due to some temporary cause, 
f o r example, weather cond i t i ons or shortage of supp l i es . 

So f a r as concerns shor t - t ime working of t h i s k ind , we 
there fo re do not th ink that approved arrangements w i l l d e t rac t 
from mobi l i t y of labour to any ma t e r i a l e x t en t . There can be 
no doubt, however, t ha t there has been a genera l improvement 
of condi t ions of employment throughout industry . Employers 
in some i n d u s t r i e s , e i t h e r by s t a tu t e or by agreement, are now 
under an o b l i g a t i o n to guarantee a week 's employment and a 
minimum wage t o a l l employees r e t a ined on t h e i r books. Not only 
does th is act as a discouragement to i n d u s t r i e s and to employers 
to r e t a i n more workers than necessary but i t has the e f f e c t 
that these employers meet the whole cos t o f ordinary shor t - t ime 
working a r i s i n g from temporary i n d u s t r i a l c ond i t i ons . I t i s 
there fo re i n our view wrong that the Insurance Fund should be 
used, by means of the approved arrangements which we are 
d iscuss ing, to subs id ise shor t - t ime working in other f i rms 
where the.guaranteed week in one form or another i s not in 
operat ion e i t h e r by agreement or as a r e s u l t o f l e g i s l a t i o n . 
Further the f a c t that the cos t of shor t - t ime working i s not 
met whol ly by the employer where approved arrangements are in 
operat ion may to some extent r e s u l t in d i s gu i s ing under
employment in these i ndus t r i e s or f i rms . 



We consider now the opera t i on of these arrangements during 
unemployment of a more enduring nature. We r ecogn i se that 
where a worker i s c l e a r l y redundant in h i s industry or f i r m , 
i t i s during h i s i n i t i a l pe r i od of unemployment that there i s 
the bes t chance o f p l a c i n g him in other employment. I f howevers. 
during t h i s p e r i o d a worker r e c e i v e s payments from h i s former 
employer which continue only whi le h e . i s unemployed, t h i s 
must, we th ink , l ead him to hope and to wa i t f o r re-employment 
in that occupat ion and reduce h i s i n c e n t i v e to seek and accept 
a l t e r n a t i v e employment. In t h i s way we f e e l that these 
arrangements f o r supplementation o f unemployment b e n e f i t must, 
to some e x t e n t , operate against the f u l l use o f labour. In 
view of the count ry ' s g r ea t need f o r the f u l l e s t p o s s i b l e use 
of labour we are the r e f o r e unable to support the case f o r 
supplementation by employers of unemployment b e n e f i t during 
prolonged p e r i o d s of unemployment." 
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CABINET 

CYPRUS 

MEMORANDUM BY THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 

I feel that my colleagues should know that the Greek Government have made 
an application to the European Commission of Human Rights, alleging that the 
Convention for the Protection of Human Rights and Fundamental Freedoms 
(Cmd. 8969 and Cmd. 9921) has been violated by the authorities in Cyprus. 
This Convention has been accepted by Greece and the United Kingdom and 
extends to Cyprus. The original Greek application contained complaints of 
torture, degrading punishments, inhuman treatment, arbitrary arrest and detention 
(including that of Archbishop Makarios), censorship of correspondence, restrictions 
on the right of public assembly and similar accusations. 

2. The first point for the Commission was whether the Greek application 
should be admitted for consideration. This was argued before the Commission in 
Strasbourg on 1st June by Mr. Vallat, Deputy Legal Adviser to the Foreign Office, 
who has been appointed United Kingdom Agent for the case and by the Greek 
Agent and Counsel. Mr. Vallat said that the Greek application was being 
considered as a matter of urgency, but it was a long and complicated document 
and he asked that the United Kingdom should be allowed a period of three months 
to submit their comments on the admissibility of the application. The Commission 
gave its decision on 2nd June. It ruled that the Greek complaint was admissible, 
but a number of consequential points went in our favour. 

3. The results may be summarised as follows: — 
(a) To our Advantage:— 

(i) All accusations of torture jiave been deleted. 
(ii) The application has been limited to legislative measures and administrative 

practices in Cyprus. The Commission have no intention of allowing 
the Greek Government to pursue individual cases under the present 
application. 

(iii) The likelihood of the Commission staging a local enquiry in Cyprus has 
been greatly reduced. 

(iv) Some understanding has been obtained of how the minds of the members 
of the Commission are working. They have a prejudice against 
whipping as a punishment because it is said to have been abolished in 
thirteen of the member States of the Council of Europe. They also 
have a prejudice against collective punishment as such because it 
involves punishing the innocent without trial. 

On derogation from obligations under the Convention they are 
open to argument. On the whole, the members of the Commission are 
well aware of the political implications and the motives of the Greek 
Government, but they are equally determined to deal with the 
application on the basis of the Convention and the facts which can be 
proved without investigating individual cases. 

(v) The Commission have been favourably impressed by the moderate United 
Kingdom attitude. 

50076 



To our Disadvantage :— 
(i) The	 United Kingdom request for time to submit observations 

on admissibility has been rejected out of hand. 
(ii) The	 application has been admitted and will now be referred to a 

sub-commission. 
(iii)/The Greek case has been simplified and consolidated and consequently to 

some extent strengthened, 
(iv) There will be a comparatively early hearing on the merits. ' ' i  :? .*!.'.: 

4. The next steps will be as follows : — 
(i) The	 application by the Greek Government will be referred to a 

sub-commission composed of two members nominated by the Parties 
and five other members chosen by lot. 

(ii) The written pleading of the Greek Government will follow by 12th July. 
(iii) The	 United Kingdom written pleading will follow within a time to be 

fixed by the President of the Commission. 
(iv) Subsequently there will be an oral hearing before the sub-commission. 
(v) If the sub-commission are unable to achieve a settlement the matter will 

be referred to the Commission and the Commission will report to the 
Committee of Ministers. 

(vi) The Committee of Ministers will then decide by a majority	 of two-thirds 
of the members entitled to sit on the Committee whether there has been 
a violation of the Convention. The decision of the Committee of 
Ministers will be binding. 

(vii) Meanwhile consideration is being given here to raising a case against the 
Greek Government, based on the transmissions of Athens Radio and 
other actions of that Government in connection with the terrorist 
movement. 

S. L. 

Foreign Office, S.W.1, 

. 22nd June, 19,56. 
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CABINE T 

ADEN 

Memorandum by the Secretary of State fcr the Coloni les 

I am so sorry that this is a disagreeably long paper. 

My colleagues know that recently Aden Colony and Protectorate 
have been subjected to numerous threats to their security. Up till 
about nine months ago these threats were chiefly manifested by direct 
aggression from the Yemen, supplemented, particularly in later months, 
by the activities of dissidents of Protectorate tribes instigated and 
supported by the Yemeni authorities. Measures taken to strengthen the 
security forces in the Protectorate have done much to contain these 
activities, although the threat from the Yemen and also from Saudi Arabia 
is still considerable, and no relaxation of vigilance is possible. Since 
the beginning of this year there has also been a wave of strikes, coupled 
with incidents, in the Colony; and, although it was established by the 
Commission of Enquiry that these strikes had a genuine and justifiable 
industrial basis, nevertheless attempts were certainly made to make 
political capital out of them, mainly through the instigation of members 
of the United National Front in the Colony who had also been concerned 

. in the recent formation of a number of new trade unions. Beyond all 
these activities is the constant pressure of Egypt, exercised through a 
virulent campaign of anti-British propaganda. Most recently the point 
of attack appears to have shifted both from the frontier area and from 
the industrial field in the Colony to the efforts being made by the Arab 
National Congress, and particularly that political element of it known 
as the South Arabia League, in attempts to stir up Pan-Arab and anti-
British nationalism both in the Colony and the Protectorate, 

2. I attach at Appendix A extracts from the two latest Intelligence 
Summaries, which refer to activities of the South Arabian League in the 
coastal part of the Protectorate, and the special part played in them by 
Mohammed ali al Jiffri and others. 

3. In this situation, the Governor of Aden has concluded that a 
serious threat to security both in the Colony and the Protectorate will 
exist unless Mohammed Ali al Jiffri, his brother, and two of their 
cousins, all bearing the name of al Jiffri, are neutralised. These four 
men are all British Protected Persons by virtue of the fact that they 
are subjects of Rulers in the Protectorate in treaty relationship with 
Her MajestyTs Government. 

4. I did not like the idea of deporting these men to some Colonial 
(or other) territory at a considerable distance from Aden. There were 
first the general and special objections to the deportation of "belongers" 



to which I refer in paragraphs 6 and 7 below. But, additionally, I found 
difficulty in finding any Colonial territory where, for political, climatic, 
or practical reasons, it would be reasonable to remove them, especially 
since special legislation would have been necessary for that purpose in 
the receiving territory. I therefore asked the Governor if he would 
consider their rustication to some remote part of the Protectorate 
itself. He has agreed, and has suggested that they should be detained 
in the Island of Kamaran - the status of which I describe in paragraph 9 
below. I recommend this course to my colleagues. 

5. To remove these persons from the States in the Protectorate to 
which they "belong" or in which they may happen to be found, whether by 
deportation to a place outside the Protectorate, or by rustication to a 
place inside the Protectorate, or to the Island of Kamaran, the Governor 
needs certain powers which he does not at present possess. Under the 
Aden Protectorate Orders, 1937 to 1952, he does possess certain limited 
legislative power in the Protectorate in respect of British subjects and 
foreigners. For this it would be necessary to extend this power not 
only to cover subjects of the Protectorate Rulers, but also to enable the 
Governor to take powers himself for the removal, in any appropriate 
way, of such subjects. I therefore propose to arrange to submit to 
Her Majesty on 29th June a draft amending Order in Council which will 
give power to the Governor to make "such provision as he is satisfied 
is necessary or expedient for maintaining or securing public safety or 
public order in the Protectorate, having regard to the international 
obligations of Her Majesty's Government for the external relations, 
defence and security of the Protectorate or any part thereof". For the 
reasons given below there are certain risks involved even in the taking 
of these powers by Order in Council, whether or not the Governor were 
to act under them thereafter, and for that reason I consider it necessary 
to secure the consent of my colleagues to the action which I propose. 

6. Both the taking of these powers, and any action which the 
Governor may thereafter take under them, especially if i t took the form 
of the removal of these persons in any v/ay, is calculated to lead to a 
loud chorus of disapproval in the Arab world, supported to some extent 
by sympathisers in this country, and possibly also to objections in the 
forum of the United Nations. The action in view is also likely to give 
handles to hostile propaganda. The more drastic the action actually 
taken, i. e. deportation rather than local removal, the greater will be 
the opposition, 

7. Taking these powers by Order in Council is likely to be specially 
objectionable to the more sophisticated Protectorate Rulers, particularly 
the Sultan of Lahej, when it is seen that the object of the powers is to 
enable the Governor to take action against Protectorate subjects of 
Rulers over the heads of those Rulers. In whatsoever way they may be 
removed under the new powers to be given to the Governor, it will be 
apparent to the Rulers that the Governor has been given power by 
Her Majesty's Government to legislate for the States and thereby to 
carry out an executive act in relation to Arab subjects of the States, 
Her Majesty's Government does not possess jurisdiction to take a step 
of this nature under the Advisory Treaties with the Rulers, so if it is 
done without their agreement it wil l be a unilateral assumption of 
jurisdiction by an Act of State. It is also obvious that action of this 
nature offends against the fundamental principle on which hitherto we 
have dealt with the Protectorate States, by interfering to the least 



possible degree with their internal affairs; this is a principle to which we 
have made public allusion from time to time in the recent past, and upon 
it is based the tentative move by which we are encouraging the Federa
tion of the States and also by which we are encouraging the Rulers to 
enter into an oil agreement. So far as these removals are concerned,, it 
would naturally be most desirable that the consent and agreement of the 
Rulers concerned should be obtained. The Sultan of Lahej is the 
employer of two of the persons concerned,! and the Governor has advised 
that he would be unlikely to give his consent to their removal from 
Laliej. He will however inform him of the action proposed, if it is 
approved, in advance of taking it. I am still in correspondence with the 
Governor on whether the consent of other Rulers in those States where 
the other two Jiffris may happen to be could be counted upon, and 
whether he proposes to attempt to gain their co-operation. Eut I am 
assuming that the consent of the Rulers cannot be guaranteed and that, 
therefore, it will be necessary for the Governor to have the powers of 
direct legislative action under the amending Order in Council. 

8. I have considered whether, to avoid the need for taking these 
permanent legislative powers by means of amendment to the Aden 
Protectorate Orders in Council, it would not be sufficient to authorise 
the Governor to invoke the emergency Powers Orders in Council, 1939 
and 1956, which apply to the Aden Protectorate and under which, in 
case of public emergency, the Governor may legislate by emergency 
regulation. I have rejected this alternative on two grounds. F irst 
because, in my opinion, the conditions prevailing at present in the 
Protectorate do not justify declaring a state of emergency; and secondly, 
because it would not be possible to maintain a declared state of 
emergency indefinitely, so that eventually if it were thought necessary to 
keep the Jiffris out of the Protectorate for a considerable time, it 
would be necessary to assume the more permanent powers now proposed. 
There is the additional point that it would be obvious to all hostile 
critics that the state of emergency was declared simply and solely for 
the purpose of achieving the removal of four individuals, and this action 
might be difficult to justify in Parliament and elsewhere. 

9. I propose, as I have said, that they should be removed and 
detained in the Island of Kamaran. This Island lies about 200 miles 
north-west of Aden Colony, somewhat north of Hodeida in the Yemen, and 
is divided from the Yemen by a narrow strait of not more than 10 miles 
breadth. I have decided that the disadvantage of this proximity to the 
Yemen will have to be accepted in present circumstances. The status 
of this territory is unusual. It was occupied by our forces in the 1914-18 
War from the Turks, and we have continued to occupy it ever since. 
For some reason it was omitted from the allocation of liberated enemy 
territories carried out by the Treaty of Lausanne. It has never been 
formally annexed by us but for the purposes of the British Nationality 
Act it has been treated as a Protectorate. Under the Karnaran Order 
in Council 1949, the Governor of the Colony of Aden is also the 
Governor of Kamaran, and he has power to make laws for the peace, 
order and good government of the Island. The Governor therefore has 
at present adequate powers for making provision for the reception of 
these persons in Kamaran and for keeping them there. On the other 
hand, the Government of the Yemen claim this territory as part of the 
Yemen, and this fact will give rise to further objections by our enemies 
if the Jiffris are detained there. 



10. My colleagues should know of the possibility that, although it is 
proposed to remove these people to a place which is under the Governor's 
administration and not to a remote territory, this may give rise to 
questions bearing on our general policy in relation to deportation of 
British subjects and British Protected Persons. Up to now, on the 
principle that deportation of "belongers" from any Colonial territory in 
normal times and short of a situation in which a declaration of an 
emergency is justified is objectionable, the policy has been not to 
permit Colonial Governors to take powers to deport , fbelongers" if they 
did not already have those powers; and consideration has been given for 
a considerable time to the repeal of such powers in those Colonial 
territories which still retain them, although for a number of reasons 
this has not been pressed upon Colonial Governments since 1954. As a 
result of recent Questions in Parliament, this whole matter is under 
review and I may wish to recommend some modification of policy in the 
direction of allowing such Colonial Governments as have reason to do so 
to retain or extend their powers in this respect. 

11. There is one further possible objection to the action proposed. 
The removal of these people to Kamaran will involve their being kept 
there for a considerable time. It is not proposed that they should be 
kept in close confinement, but we must obviously prevent their leaving 
the Island. They will thus be deprived of their liberty, and this may be 
represented as a violation of the obligations of Her MajestyTs Government 
under the European Convention for the Protection of Human Rights and 
Fundamental Freedoms, Article 5 of which covers the liberty of the 
subject. There is no doubt that by this action we should be violating 
the spirit of these undertakings, and on security grounds we shall have 
to defend that action; but it is fortunate that, so far as the legality is 
concerned, neither the Aden Protectorate nor Kamaran itself have been 
brought within the scope of the Convention by formal notification, I 
should add, however, that if now or at any future date it were considered 
necessary to arrange to deport these or other persons, and to detain 
them in some Colonial territory, we should have to make a formal 
derogation from the Convention of Human Rights which could only be 
done, as in the case of Cyprus, by representing that a grave state of 
emergency existed in the Aden Protectorate. 

12. I am satisfied as to the subversive activities of the Jiffris, and 
that it would not have been possible to bring them to trial for some breach 
of the law. There has been a prima facie case against one, that he 
attempted to seduce Government Courts from their allegiance, but the 
Governor was advised that a jury conviction against him could not be 
guaranteed. Apart from that each of these men has been scrupulously 
careful not to say anything in the Colony (i, e. as opposed to the 
Protectorate) which would justify a charge of sedition, although their 
utterances have been extremely anti-British and anti-Government. 
The case against them is that their activities in the Colony, when they 
visit it, are on the borderline of sedition and that in the Protectorate 
they are subversive of our paramount authority and liable to cause a 
breach of the peace by the inflammatory nature of their speeches. It 
is largely on these grounds that the Governor has taken the view that 
action against them must be by the Executive, and that it would not be 
appropriate or wise to involve the judiciary in the investigation of their 
activities - even if that were possible in the circumstances, of the 
Protectorate. 



13. The Governor also reports that if action to remove the Jiffris is 
taken, that action would be generally approved in the Colony and 
Protectorate, although the party to which these persons belong would be 
vociferous. There will probably be resentment in Lahej and Abyan which 
could take the form of demonstrations. Loyal Protectorate Rulers and 
leaders of moderate opinion in the Colony would be re-assured and 
interpret the action as an earnest of our determination not to depart 
from our declared policies for the Colony and Protectorate. 

14. Having regard to the Governors assurances on this matter, I am 
convinced that the removal of the Jiffris to Kamaran is a reasonable 
and proper course to take, and that the answer to all criticism that may 
arise must simply be that Her Majesty's Government are satisfied that 
the security and therefore the welfare of the Aden Protectorate can only . 
be ensured by these means, and that Her Majesty's Government have 
the responsibility for maintaining that security and welfare. 

15* I therefore ask my colleagues to agrees

(l)	 That I should advise Her Majesty to make an amending 

Order in Council to the Aden Protectorate Order, 1937 

on the lines indicated in paragraph 5. 


( 2 )	 That, as soon as the Order has come into operation, the 
Governor should be authorised to take the powers under 
it which he requires, and to remove the Jiffris to 
Kamaran, and keep them there. 

A . L . - B . 

Colonial Office, S . W . 1 . 

23 rd June, 1956. 



APPENDIX A 

Extract from Aden Intelligence Summary for period 

6th-12th June, 1956. (Aden telegram No. 380.) 


X X X X x 

B. Aden Protectorate 

(l) On the 10th June a political meeting of the South Arabian League 
was held at Ja'ar, the administrative centre of the Lower Yafa part of 
the Abyan area. Sayid Muhammad 'Ali al Jifri, Shaikhan ' Abdullah al 
Habshi and other League members made the usual type of speeches 
attacking "Colonialism" and calling for independence. The meeting 
was fairly well attended, among those present being the Lower Yafa' Naib 
(the son of the Lower Yafa' Sultan) and a number of Fadhli and Lower 
Yafa1 State officials. It is understood that a similar meeting of the 
League will be held at Zinjibar, the Fadhli State capital, on the 
17th June. 

(2) These meetings are indicative of the extension into the 
Protectorate of the activities of the South Arabian League, which at 
one time were confined to Aden Colony. For some little time past the 
League has been active in Lahej, where Muhammad 'Ali al Jifri l ives 
and where the activities of the League have at least the tacit acceptance 
of the Sultan of Lahej. With the League now becoming active in 
cotton-producing area of Abyan and with the establishment of a branch 
at Yeshbum in the XJp-gev Aulaqi area, political difficulties of a new 
and potentially serious nature are a possibility. 

x x x  x x 

Extract from Aden Intelligence Summary for period 

13th-19th June, 1956'.' (Aden telegram No. 397.)"" 


x x x  x x 

B, Aden Protectorate 

(2) Political activities have increased, and following the meeting 
at Jaar on the 10th June (reported in my signal No. 380, B( l ) ) , a 
similar meeting of the South Arabian League was held at Zinjibar, the 
Fadhli State capital, on the 17th June. Sayid Muhammad Ali Al Jifri 
and his party made the usual anti-British, anti-Colonialist/lmperialist 
speeches. Such meetings do disproportionate harm in an area where 
strength is admired and where the local population have difficulty in 
understanding why such meetings are not prohibited. 
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CABINET 

INTERNATIONAL TIN COUNCIL, 

Memorandum by the Secretary of State for Foreign 

Affairs and the President of the Beard of Trade 


The International Tin Council is likely to come into being 
shortly. It wil l be established under the International Tin Agreement 
(CMD. 9222) negotiated in 1953, for the purposes of stabilising the price 
of tin and ensuring adequate supplies at reasonable prices at all times. 
Signature of the Agreement was subject to ratification and the last 
country needed to enable the agreement to be brought into force 
(Indonesia) has now ratified. A meeting of Governments which have 
ratified is being summoned in London on 29th June, and if, as expected, 
i t is then decided that the Agreement shall come into force on 1st July, 
the f irst meeting of the Council wi l l be held on 2nd July. 

2. The Tin Council will be situated in London, and we are faced 
with proposals from other Governments and from the Interim Committee 
of the Tin Council for immunity from income tax in respect of the funds 
of the Council and the salaries of its employees, and for other 
immunities, which require immediate consideration. 

3, The Council wil l receive income in the form of subscriptions 
from member countries, and possibly interest on investments, and also 
operate a buffer-stock of tin, which it wil l buy and sell to steady the 
price. For this and general purposes the Tin Council wil l require 
appropriate capacity to function as a legal entity in the United Kingdom. 
Moreover, the operation of the buffer-stock (which is not a feature of 
any existing international organisation) would for income tax and profits 
tax purposes be regarded as trading, and, unless granted immunity, 
the Council will be liable to tax both on this part of its income and on 
interest etc. on its general funds. Its employees also would be liable 
in respect of their salaries. 

4, When the Agreement was negotiated in 1953 the Cabinet 
agreed that the British Delegation should be instructed to resist strongly 
any proposal that the staff of the Council should be exempted from 
income tax, and only to offer to exempt the buffer-stock funds from 
United Kingdom income tax and profits tax if this were necessary to 
secure agreement that the Tin Council should be established in London. 
(C .C . (53) 63rd Conclusions, Minute 5). 

5. The provisions about status and taxation which were 
ultimately embodied in the Agreement were as follows:

"Art ic le IV (21). The Council shall have in each 
participating country, to the extent consistent with 
its law, such legal capacity as may be necessary for the 
discharge of its functions under this Agreement,, 



"Art icle IV (22). The Council shall have in each 
participating country, to the extent consistent with 
its law, such exemption from taxation on the assets, 
income and other property of the Council and on 
remuneration paid by the Council to its employees 
as may be necessary for the discharge of its functions 
under this Agreement". 

This rather vague provision in Article IV (22) was agreed to by other 
Delegations in the light of a statemeit by the United Kingdom Delegate, 
who said, as regards taxation of the Council's assets, income and 
other property, that "lie could not commit his Government to granting 
exemption from taxation but if the Conference adopted his Delegations 
suggestion, he was confident that if any difficulties arose they would be 
dealt with sensibly and reasonably". On the taxation of employees' 
salaries the United Kingdom Delegate is recorded as having stated that 
the United Kingdom Government had serious objections to exemption, 
and that he saw no prospect of its being granted. Indeed the United 
Kingdom Delegate in agreeing to the inclusion of a reference to 
employees' remuneration in Article IV (22), askedthatit should be clearly 
stated in the record of the meeting that there was no prospect of Her 
Majesty's Government agreeing to grant tax exemption to employees. 
The official record, however, does not show clearly that this attitude 
was maintained. 

6. It is reasonably plain that the Conference agreed to the choice 
of London as the seat of the Council, in the belief that the Council's funds 
would be exempt from taxation as would also the operations of the buffer
stock. Indeed, if the Conference had thought there was any doubt about 
exemption it is quite probable that agreement would not have been secured 
at all or, at any rate, that agreement to London as the seat of the Council 
would not have been obtained. 

7. At the 4th Session of the Interim. Committee of the Council held 
in London on 27th February, 1956, the following resolution was passed 
(with the United Kingdom and the British Colonial Territories which are 
independently represented abstaining):

"(a) that it is necessary for the International Tin Council, 

in order to discharge its functions under the 

International Tin Agreement, to have in the United 

Kingdom the legal capacities of a body corporate, 

immunity from legal process and exemption or 

relief from taxes and ratesin respect of its funds, 

assets and income, including buffer-stock profits, 

and other property; and 


(b)	 that, for the International Tin Council to discharge 
its functions under the International Tin Agreement, 
it is necessary for those members of the staff of 
the Council who are not citizens of the United Kingdom 
and Colonies to be exempt from taxation in the United 
Kingdom in respect of the salary and other payments, 
including the payment of subsistence allowances, 
which they shall receive from the Council1 1. 



Legal capacity 

8. The Council will require the legal capacities of a body 
corporate at an early stage to enable it to take premises, engage staff, 
hold money etc. The proper method of granting it status is by Order in 
Council, which requires an affirmative resolution under the International 
Organisations (Immunities and Privi leges) Act, 1950. This Order should 
also cover any immunities, including any taxation immunity, which should 
also be granted as early as possible. Immunity from legal process, 
which is claimed in the Interim Committee's resolution, is neither 
mentioned in nor required by the Agreement and could not therefore 
be granted under the 1950 Act. 

Immunity from Tax 

9. In the light of the Cabinet's instructions to our Delegations 
in 1953, and in view of the fact that the Conference believed there would 
be no difficulty about exemption of the Councils profits from taxation, 
we do not think we have any alternative but to confer immunity from tax 
(including the non-beneficial portion of rates) on the Council's property, 
funds and buffer-stock operations. 

10. The more difficult question which arises is whether the salaries 
of the CounciPs employees should be exempt from tax. There is no doubt 
that a decision to grant no tax immunity to employees would prove most 
difficult to defend in the light of the treatment accorded to other inter
national bodies. For example, the International Sugar Council enjoys 
immunity from tax in respect of both its funds and the salaries of its 
foreign employees; and the International Wheat Councils foreign 
employees were exempted also. Both of these bodies have purposes 
similar to that of the Tin Council. It is true that these exemptions were 
provided for in more specific terms in the relative international agree
ments but this argument would cut no ice with foreign Governments, who 
will regard themselves, if exemption is not granted, as paying a levy 
to the United Kingdom Government. 

11. We have no doubt that the salaries of those members of the 
Council's staff who are citizens of the United Kingdom or Colonies should 
be taxed, as for the Wheat and Sugar Councils. With regard to the 
salaries of other staff (of whom there may be three or four) there are 
objections to exemption. We understand that while official trading 
agencies here of other countries are exempted on their profits by virtue 
of their sovereign status, the law provides that the employees of these 
organisations should be taxed; and it is argued that similar treatment 
should be applied to the Tin Councilrs employees. 

12. On the other hand, the objectives of the Tin Council are in 
fact similar to those of the Wheat and Sugar Councils which enjoy immunity 
and it is clear that this analogy will be pressed by foreign Governments. 
Moreover these Governments can point out that we shall get back in tax 
a substantial part of;our contribution to the Councils budget at the 
expense of increased contributions from them - thus, in effect, making 
them pay a large slice of our contribution. 

13. For these reasons we are of the opinion that immunity from 
taxation on remuneration should be granted to the foreign members of 
the staff of the Tin Council. Only three or four members wi l l be 
involved. We also consider that any concessions should be granted as 
soon as possible rather than they should later be dragged out of a 
seemingly unwilling United Kingdom Government, possibly by the threat 
of the Council leaving London. 



14. No immunities except from taxation including rates are 
contemplated. 

15, The Attorney-General has advised that as Article IV (22) 
does not specifically require the grant of exemption from income tax 
on the salaries of the staff of the Council such grant wotild be ultra vires 
the International Organisations (immunities and Privi leges) Act, 1950, 
in view of the requirement of the proviso to Section I of the Act, that no 
greater immunity should be granted than is required to give effect to 
the Agreement. 

16. We therefore recommend: 

(a)	 that the International Tin Council should be given 
the legal capacities of a body corporate by means 
of an Order in Council made under the International 
Organisations (immunities and Privi leges) Act, 1950; 

(b)	 that the Order should confer exemption from taxation 
in respect of the CounciPs general funds, assets, and 
other property and its buffer-stock operations; 

(c)	 that the Council should be informed that Her Majesty's 
Government is legally precluded from granting exemption 
from income tax in respect of the emoluments of the 
CounciPs employees, but would be prepared to assent 
to a protocol to the Agreement specifically requiring 
such exemption to be conferred as in the case of the 
International V/heat Council (except for those of the 
Council's employees who are citizens of the United 
Kingdom and Colonies); and 

(d)	 that authority therefore be given to negotiate such a 
protocol and, should this be concluded, to grant such 
exemption by means of a further Order in Council. 

A draft Order in Council giving effect to (a) and (b) is attached. 

S .L . 
P , T . 

26th June, 1956. 



DRAFT 

Draft Order in Council laid before Parliament under 

the International Organisations (immunities and 

Privi leges) Act, 1950, for approval by resolution of 

each House of Parliament. 


DRAFT STATUTORY INSTRUMENTS 

1956 No. 


DIPLOMATIC AND INTERNATIONAL IMMUNITIES 

AND PRIVILEGES 


THE INTERNATIONAL TIN COUNCIL 


Draft International Organisations (immunities and Privileges 

of the International Tin Council) Order, 1956. 


Made , 1956 


Coming into Operation , 1956 


At the Court at , the day of 

, 1 9 5 6 


Present, 


The Queen's Most Excellent Majesty in the Council 


Whereas by Section 1 of the International Organisations 


(a) 

(Immunities and Priv i leges) Act, 1950, 

(hereinafter referred to as the Act) it is enacted: 
That the provisions of this Section shall apply to any 

organisation declared by Order in Council to be an organisation 
of which the United Kingdom or Her Majesty's Government 
therein and one or more foreign sovereign Powers or the govern
ment or governments thereof are members; and 

That Her Majesty may, by Order in Council, provide that 
any organisation to which this Section applies shall, to such 
extent as may be specified in the Orders have the immunities 
and privileges set out in Part I of the Schedule to the Act, and 
shall also have the legal capacities of a body corporate; 

And Whereas Her Majesty's Government in the United Kingdom 

are a member of the International Tin Council established by the 

International Tin Agreement signed at London on the first day of 

March, 1954 (hereinafter referred to as the Agreement) ; 

^ 14 G e o . 6 . c . l 4 . 


- 1 



And Whereas paragraph 7(b) of Article IV of the Agreement 

provides that the seat of the Council shall be in London; 

And Whereas Her Majesty's Government in the United Kingdom 

are required by paragraphs (21) and (22) of Article IV of the 

Agreement to confer on the International Tin Council the legal 

capacities of a body corporate, and to grant exemption from taxation 

on the assets, income and other property of the International Tin 

Council; 

And Whereas a draft of this Order has been laid before 

Parliament in accordance with Section 6 of the Act and an Address 

has been presented to Her Majesty by each House of Parliament 

praying that an Order may be made in the terms of the said draft: 

Now, therefore, Her Majesty, by virtue and in exercise of the 

powers in this behalf conferred on Her by the Act or otherwise in 

Her Majesty vested, is pleased, by and with the advice of Her Privy 

Council, to order, and it is hereby ordered, as fol lows: 

1. The International Tin Council (hereinafter referred to as the 

Council) is an organisation of which Her Majestyrs Government in 

the United Kingdom and the governments of foreign sovereign powers 

are members. 

2, The Council shall have the legal capacities of a body corporate, 

3. The Council shall have the like exemption or relief from taxes 

and rates, other than taxes on the importation of goods, as is 

accorded to a foreign sovereign Power. 

4. This Order may be cited as the International Organisations 

(Immunities and Privi leges of the International Tin Council) Order, 

1956. It shall come into operation on the date on which it is made. 

And the Right Honourable Selwyn Lloyd, Her Majesty's Principal 

Secretary of State for Foreign Affairs, is to give the necessary 

directions herein. 



Explanatory Note 

(This Note is not part of the Order, but it is intended 

to indicate its general purport). 

This Order confers on the International Tin Council 

the legal capacities of a body corporate as required by 

Article IV (21) of the International Tin Agreement (Cmd. 9222), 

and grants exemption or relief from taxes and rates to the 

International Tin Council as required by Article IV (22) of 

that Agreement. 
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C P . (56) 155 
g 25th June, 1956 

CABINET 

FORCES' CONDITIONS OF SERVICE IN GERMANY 

MEMORANDUM BY THE SECRETARY OF STATE FOR WAR 

The drastic reduction and eventual cessation of support costs from the 
German Federal Government which we now face make the utmost economy in 
our Forces' expenditure in Germany imperative. Officials of the War Office and 
Air Ministry have studied the subject in conjunction with the Treasury; appreciable 
economies have already been agreed upon and others are in prospect. 

2. One field in which savings must clearly be made is that of the conditions 
of service of British Servicemen in Germany. This is a particularly sensitive field 
at a time when Service conditions and recruiting and the future of National Service 
are much in the public eye. We have already agreed to substantial economies 
here but we are being pressed to go further than I consider wise and the purpose 
of this paper is to seek a Cabinet decision on the outstanding points at issue. 

3. Because the stationing of British troops in Germany started with the Forces 
of Occupation and because their Deutschemark costs have hitherto been met by 
the Germans, officers and other ranks have so far enjoyed the benefit of a number 
of concessions not found elsewhere. Many of these must naturally now be given 
up and among the economies already accepted are the following: — 

(a)	 The Navy, Army and Air Force Institutes (N.A.A.F.I.) have so far received 
benefits which were equivalent to a subsidy of about £2\ million a year. 
These are now being given up except for certain items worth some 
£300,000 which have been agreed with the Treasury. The loss to 
N.A.A.F.I. will have to be made up by substantial increases in prices 
and some deterioration in service; 

(b)	 the amount of free leave travel to the United Kingdom has been curtailed; 
this will produce a net saving of some £200,000 in a full year; 

(c)	 German civil labour hitherto available to units at cheap rates has been 
stopped. 

4. There are three items, however, on which agreement has not been 
reached: — 

(a)	 Normally Service families overseas purchase their food from civilian shops 
or N.A.A.F.I. and are given cash allowances towards the cost of doing 
so. Families in Germany get no such allowances because they are 
allowed to buy Service rations. This is a relic of the days when food 
was short in Germany and British personnel were forbidden to buy food 
from German sources. Now, with food so plentiful in the German 
shops, most families do in fact buy much of their food on the German 
market rather than from the Royal Army Service Corps and the fact 
that they do not get the usual cash allowance towards the cost of doing 
so is much resented. The Treasury agree that the present position is 
outdated and that families have a right to the normal allowance but 
have asked for the change to be,postponed until 1st April, 1957. If this 
is done, some £800,000 will be saved in the remainder of this financial 
year. 

(b)	 Up to the present, married officers and other ranks have been able 
to have a servant at special concessional rates, a concession 
which has been worth about £1-2 million a year. Although 
at most overseas stations officers and senior other ranks are 
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given allowances to enable them to employ one or more servants 
(depending on station and climate) this is not the case when they are 
stationed in Europe because the climate is a temperate one. The 
Treasury accordingly press for the immediate reduction of this 
concession to a cost of some £500,000 and its complete withdrawal 
by 1958. 

(c)	 Officers in static establishments in Germany at present enjoy a slightly 
higher scale of batmen than in the United Kingdom. This costs some 
£90,000 a year and is justified by the fact that officers in Germany ( 
wear uniform constantly and are so frequently required to go out on 
training exercises. The Treasury press for the withdrawal of this 
concession. 

5. Whilst fully recognising the need for considerable economies, I regard 
it as of great importance that we should not too drastically worsen conditions of 
service in Germany. There are many reasons for this. The regular soldier now 
spends two-thirds of his service overseas, much of it in very unattractive or 
uncomfortable stations or circumstances. Germany is the only big station where 
reasonably comfortable conditions obtain and the soldier not unnaturally looks 
to service in Germany to compensate him in some measure for his hardships 
elsewhere. We have no hope of attracting a sufficient number of regular recruits 
unless we offer conditions of service which are overall not too unattractive. 
Germany is a very big factor in this and a serious worsening of conditions there 
will make service in the Regular Army less attractive than it is now and vitiate the 
good effects of the pay increase. Another factor is that following the recent pay 
increases the theory was widely canvassed that having given with one hand, the 
Treasury and Service Departments would soon start taking the money back with 
the other. It would be extremely unfortunate if the wholesale withdrawal of the 
best of the conditions of Service in Germany lent force to this accusation. 

6. The economies already agreed will worsen the position of Servicemen 
and their families in Germany—reduced leave travel, higher N.A.A.F.I. prices and 
probably a poorer N.A.A.F.I. service. This must be accepted. But I consider 
that to add to this the withdrawal or too drastic reduction of the domestic service 
available to officers and senior other ranks would produce a deplorable effect. I 
accept that the present system of letting families have domestic servants at 
concessional rates must stop. But I regard it as of great importance that married 
officers and other ranks down to the rank of sergeant (this is the stage at which 
most N.C.O.S have to decide whether they will make the Army their career) should 
be paid a local overseas allowance which will in sOme measure compensate them for 
the loss of this concession and enable them, with some contribution from their pay, 
to continue to employ a servant whole-time or, at least, part-time. The concession 
being withdrawn is worth about £1-2 million. In my view nothing less than the 
inclusion as a permanent feature of the married rate of local overseas allowance 
in Germany of an element in respect of domestic service, which will on present 
strength cost £750,000 (proportionately less if the strength is reduced), will prevent 
this deterioration in conditions having a most adverse effect on the outcome of our 
efforts to recruit more regulars. 

7. / accordingly recommend as follows: — 
(a)	 the married rate of local overseas allowance for officers and other ranks 

down to and including sergeant in Germany should include an element 
for domestic service which will cost some £750,000 at present strength 
(and proportionately less if that strength is reduced); 

(b)	 the special scale of batmen for static establishments (paragraph 4(c) 
above) should cease; 

.	 (c) the normal family ration system should not be introduced until 

1st April, 1957. 


8. My recommendations at 7 (b) and 7 (c) are conditional on the acceptance 
of 7 (a). If 7 (a) is rejected, I must reconsider the other two matters. 

9. I have made the above case on the basis of the needs and conditions of 
the Army. The Royal Air Force is similarly concerned, however, and the 
Secretary of State for Air fully agrees with my views and proposals. The figures 
of cost quoted in this paper therefore includes the Royal Air Force. 

A. H. 
The War Office, S.W.1, 


23rd June, 1956. 
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CABINET 

.B .C. EXTERNAL SERVICES 

Memorandum by tlie Secretary of State for Foreign Affairs 

I seek the agreement of my colleagues in terminating the 
B . B . C , foreign language broadcasts to all the countries in Europe with 
the exception of those addressed to the iron curtain countries, 
Yugoslavia, Turkey, Greece and Germany. The German service would 
be retained but reorganised with a view to making East Germany its 
principal target. 

ARGUMENT 

2. I have reached this conclusion after considering the need for 
economies in the information vote and on the best information in my 
possession as to the value of these services. The Drogheda Committee 
Report cast doubt on the effectiveness of some of them and recommended 
specifically the abolition of the French, Italian, Portuguese, Swedish, 
Danish, Norwegian and Dutch broadcasts. My proposal would add to 
these the Spanish and Finnish services. 

3. The B . B . C . claim that they have a large listening audience in 
Europe. They have also argued that the services must remain in being 
since the reputation which they won during the war should not be 
abandoned and would be invaluable in a future war. This argument 
seems no longer applicable, since the nature of war has changed. As 
regards the present audience our embassies in most European countries 
do not believe that people of any prominence listen to B . B . C . broadcasts 
and regard their influence as negligible. Whilst an exact estimate is 
in the nature of the case impossible, I think it is fair to conclude that 
the B . B . C , foreign language broadcasts are no longer an important 
factor in the sophisticated world of Western Europe, and that this 
tendency is likely to increase. 

4. I see no way of bringing about these reductions in the present 
financial year. My Department have been precluded from discussing 
with the B . B . C . ways and means of carrying out such a step; but it 
would seem likely that engagements which the B . B . C . have entered into 
with their staff would alone make action this year impossible. For the 
same reasons I can give no reliable estimate of the savings which would 
result. The B . B . C . when invited by the Drogheda Committee in 1953 
to estimate the savings likely to be produced by abolishing seven services 
to Western Europe, gave a tentative figure of £13 5, 000. How much 
larger the eventual annual saving might be if my present proposals are 
adopted cannot be forecast until they have been gone into in detail with 
t h e B . B , C . 



4. A decision to abolish a large part of foreign language broad
casting to Europe will raise a considerable protest in Parliament and 
we must avoid the charge that we a r e deliberately d i m i n i s h i n g British 
influence and damaging a national institution. We should, therefore, 
base our decisions on the recommendations of the Drogheda Report 
and on the need to reshape our broadcasting policy in the light of political 
and technical changes since the war. The Drogheda Report however 
recommended that the B . B . C . ' s efforts should be expanded in other 
directions, notably by building a relay in Cyprus to make the Arabic 
broadcasts effective in the Middle East. The need for this last has 
increased since the Drogheda Committee reported and must be considered 
as a first priority in1 any redeployment which may emerge from discussions 
with the B . B . C , about the West European services. 

Recommendations: 

I therefore recommend that I should be authorised 

(a)	 to inform the B . B . C , that Her Majesty's 
Government have decided to terminate the 
broadcasts to Western Europe in French, 
Italian, Portuguese, Swedish, Danish, 
Norwegian, Dutch, Finnish and Spanish; and 
to reshape the German service so that its primary 
target should be East Germany; 

(b)	 to report to the Cabinet after discussion with 
the B .B .C . the savings likely to result, with 

(c)	 any proposals for strengthening other oversea 
services of the B .B .C . that may be required 
in the light of the world situation. 

S .L . 

Foreign Office, S .W.1 . 

26th June, 1956. 
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CABINET 

FORCES CONDITIONS OF SERVICE IN GERMANY 

MEMORANDUM BY THE CHANCELLOR OF THE EXCHEQUER 

It is now clear that, failing any major change of policy, the Armed Services 
are faced with expenditure of some £64 millions a year on local costs in Germany 
(£70 millions if troops exchanges are taken into account), against which in 1956-57 
we are likely to receive no more than £34-35 millions from support costs. We are 
facing therefore additional expenditure in Germany of some £30-£31 millions 
this year. 

2. In CP. (56) 155 the Secretary of State for War recognises the imperative 
need for the utmost economy in this expenditure. There has been a study of possible 
economies in Germany by a Ministerial Committee under the Chairmanship of the 
Minister of Defence; but this has so far yielded firm savings of less than £1 million; 
and it may well be that any other savings which can be made this year will be 
offset by the necessity of paying increased wages to large numbers of German 
civilians employed by our Forces in Germany. 

3. As the Secretary of State for War explains, there are three items on which 
the Service Departments and the Treasury have been unable to resolve their 
differences. 

I.—Family Rations 
In asking that the changeover should be postponed, the Treasury had in 

mind not only our budgetary and balance of payments difficulties, but also 
the embarrassment of justifying an increase in these burdens at a time when we 
are impressing upon the Germans, and upon our other Allies, how very difficult 
our present situation is. 

II.—Batmen for Officers of Army Static Units 
The Treasury has been pressing for a reduction to the normal (United 

Kingdom) scale. This scale, which allows one batman to be shared between 
three or four officers up to the rank of major, one between every two 
lieutenant-colonels, and one for each officer of the rank of colonel or above, 
is generous enough, even if, as the Secretary of State for War has pointed out, 
officers in Germany wear uniform constantly and are frequently out on 
training exercises. 

III.—Domestic Service for Families 
Service Ministers originally proposed new arrangements which would have 

provided one domestic servant for each officers family and half that amount of 
domestic service for other ranks' families from sergeant upwards at a cost of 
£1 million: they are now prepared to go a little further and make new 
proposals which would reduce annual expenditure to £750,000—all of it in 
deutschemarks. 
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4. If the Services' proposals are accepted in full, the effect would be to 
increase our local costs in Germany from 1957-58 onwards at tjie rate of about 
£700,000 per annum, whereas what I want to do is to reduce the bill. As I have 
emphasised again and again, we have got to take our foreign exchange position 
very seriously indeed—particularly, I think, where expenditure in Germany is 
concerned. We may eventually have to make the concession sought by the 
Services on the family ration arrangements (though I personally hope that, when 
that time comes, the amount involved will be a good deal smaller than £1-2 millions 
per annum). The crucial point however is the continuance of free domestic service 
on a substantial scale to officers (who already receive the services of batmen) and 
to sergeants and above of the other ranks. 

5. I do not believe that this is a reasonable demand for the Services to make 
on the United Kingdom economy at the present time. 

6. The Services' case, as made in discussion, rests on the following 
arguments: —

(a) The conditions of	 our troops in Germany ought to have regard to the 
conditions in German civilian life.-\ do not know what proportion of 
German middle-class families have domestic servants though it may be 
higher than is the case in the United Kingdom. But I do not believe 
that we can afford to " keep up with the Joneses " in Germany at a cost 
of £750,000 per annum. 

(b)	 The forces in Germany have had this concession for some time and its 
withdrawal would be most unpopular and affect re-enlistment.—The 
point is, of course, that this is a legacy from occupation days and that 
somebody else has been paying. People in the forces will, I am sure, 
realise that the situation is different when this heavy new burden falls 
on their own people in the United Kingdom; and that they cannot hope 
to retain a concession which is equivalent to paying about £200 a year 
more to officers and about half that amount to sergeants and above.; 
As regards re-enlistment, I should be surprised if this consideration 
applies to officers. To the other ranks, as to officers, substantial pay 
increases have recently been given which should help greatly in 
providing domestic help for those families which require it. 

7. I recognise that it is sometimes difficult to bring an arrangement of this 
kind, however. Jj&Je m^e^Jo^a  n ,$nd. overnight. I am prepared, therefore, to 
agree thatLnbrv.it nnlTTne^amount of OTtnestic service proposed by the Service 
Ministers should be allowed during the remaining part of this financial year, but 
only if it is also agreed that, from the beginning of the next financial year, this 
concession will be withdrawn altogether. 

Conclusion 
8. I invite my colleagues to agree that— 

(1) Service families should continue to be supplied with rations by the Royal 
Army Service Corps for the remainder of this financial year, the 
possibility of abolishing this arrangement being reviewed before 
1957-58 Estimates. 

(2) The scale of batmen for Army Static Units should be the normal (United 
Kingdom) scale. 

(3) In the remainder	 of the 1956-57 financial year domestic servants should 
be provided on a much reduced scale—not more than two-thirds1 of 
what Service Ministers are now proposing—but thereafter this 
subsidised domestic service should be withdrawn c o m p l e t e l y .  

H. M. 

Treasury Chambers, S.W. I, 


26th June, 1956. 


1 

http://rv.it




illS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S-GOVERNMENT) 

SECRET 

C .P . (56) 150 COPY NO. 2 y 

27th June, 1956 

CABINET 

WHITE FISH SUBSIDY 

Note by the Chancellor of the Exchequer 

At last Thursday'^ meeting ( C M  . (56) 45th Conclusions, Minute 12), 
the Cabinet invited me to discuss the future of the white fish subsidy with 
the Ministers responsible for fishery, and to report back to the Cabinet. 

2. In an attempt to dispose of the matter I wrote to the Minister of 
Agriculture suggesting a compromise on the main point at issue between 
us - the rate of run-down of the fleet of old steam vessels. A copy of 
my letter, which was also sent to the Home Secretary and the Secretary of 
State for Scotland, is annexed. 

3. I have now been informed that the Minister of Agriculture is not 
prepared to accept my compromise suggestion. The Cabinet must, 
therefore, consider the matter again in order to settle it. 

L 
r 

H. M. 

Treasury Chambers, S.W.1. 

27th June, 1956. 

ANNEX 

Treasury Chambers, 
S .W.1. 

25th June, 1956. 

Last Thursday's discussion in Cabinet of the white fish subsidy 
made it clear that there is now not a great deal of difference between us 
on what is to be done for the future. The essential point is the rate of 
run-down of the old steam vessels, which cost so much in terms both 
of subsidy and of coal imports. 
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The rate of run-down which you have proposed is 80 vessels a year. 
This is actually less than the number of steam vessels which left the fleet 
in 1955. It implies an increase in average payment of subsidy for each 
vessel, for each day at sea, from the present rate of about £10 5s. Od. to 
£18-£19, almost twice as much, and would raise the total subsidy from 
its present level of £2.3 millions to £3.25 millions, that is by almost 
£1 million, an increase of about 40 per cent. Moreover, the subsidy 
would have to be extended until as late as 1963. 

By comparison, the rate of run-down which I have proposed 
150 vessels a year - would raise the average daily rate of payment per 
vessel to £15 5s. Od., and the total subsidy to £2. 85 mill ions. At the 
same time, the disappearance of a further 70 boats would save over 
100, 000 tons of coal, with about £700, 000 in dollars, and would permit 
the subsidy to be ended in 1961. 

In our present economic circumstances, I have been most 
reluctant to agree to any increase in, or extension of, the present subsidy 
and a policy which would increase it by over a third, or nearly £1 million 
a year, and virtually double the present daily rates seems to me to be 
out of the question. I had therefore hoped that you would feel able to 
accept my own proposals, which would themselves mean an addition of 
over £ i million to the subsidy bill .and an increase of one-third in 
average daily rates. 

However, in view of the political difficulties which you foresee in 
a rate of run-down of 150 steam vessels a year, I have considered whether 
some compromise is possible. As a result, I have come to the conclusion, 
though very reluctantly, that I can agree to an increase of, at most, a 
further £100, 000 in the total subsidy, in addition to the £550, 000 increase 
which my original proposals would have cost. This would raise the total 
amount of the subsidy to something just short of £3 millions a year, and 
would provide for an average daily rate of about £17, a run-down of steam
vessels of the order of 120 a year, and an extension of the subsidy to 1962. 
It would also concede nearly three-quarters of the increase for which the 
trawler-owners have asked. Further than this, I am afraid, I could not 
go. 

You will see that these figures assume that there will be no change 
in the level of the inshore subsidy, and that crews settled on the gross 
will be excluded from any share in the increase. I hope that you will find 
no difficulty in agreeing to these two points. The restoration of last year's 
cut in the inshore subsidy could not be justified on economic grounds, and 
would be a retrograde step which might well encourage the inshore fisher
men to expect to receive subsidy support for an indefinite time to come. 
The sharing of the increase in subsidy by crews settled on the gross is 
equally unjustifiable on economic grounds, and would produce fortuitous 
benefits for such crews which we cannot afford. Insistence on either of 
these concessions could only be met by reducing the daily rate for the 
steam vessels. 

I am writing to Gwilym Lloyd-George and James Stuart in the 
same terms. I very much hope that you, and they, will be able to agree 
to these proposals. 

(Signed) HAROLD MACMILLAN 

The Rt. Hon. D. Heathcoat Amory, M. P. 
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20th June, 1956. 

CABINET 

M A L T A ; OUTCOME OF RECENT FINANCIAL TALKS 

Note by the Secretary of State for the Colonies 

On the instructions of the Prime Minister I circulate herewith, 
for the consideration of my colleagues, copies of 

(a)	 my minute of 27th June to the Prime 
Minister (with selected enclosures 
only) and 

(b)	 telegram s Nos. 256 and 257 subse
quently received from the Governor 
of Malta. 

A , L . -B. 

Colonial Office, S.W. 1. 

23th June, 1956. 

PRIME	 MINISTER 

MALTA 

Outcome of recent financial discussions 

I propose that a full explanation should be given to the House 
on Thursday afternoon of the circumstances leading up to the Maltese 
Prime Minister^ statement on the 25th June concerning the outcome of 
recent financial discussions. 

2. I accordingly submit draft texts of 

( i ) an oral statement; 
'	 (ii) a fuller statement which i propose to circulate 

in the Official Report; 
* ( i i i )	 notes for supplementaries. 

Not attached 
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3. You will recc.ll that Mr . Mintoff left for Malta on the morning 
of 23rd June without disclosing his intentions, although I had rung him 
up on the previous evening to urge him, as you had earlier, not to rush 
matters and to talk the situation over with the Governor before deciding 
on any course of action which would irrevocably prejudice the plan of 
integration. 

4 . The Governor has reported by telegram the subsequent course 
of events (Appendix ' A ' ) . * A copy of Mr. Mintoff's speech in the 
Legislative Assembly on 25th June is attached (Appendix *B ! ) . * 

5. The Governor has since sent a full assessment of the 
situation (Appendix ' C )  . 

6. In the light of these subsequent events, my own assessment of 
the situation is as fel lows:

(1) Superficially, the issue may seem to present itself as one of 
a difference between us of only £1^ - £2 millions but that is not by 
any means the whcJ.e story. Mr . Mintoff claims that a decision to 
give him what he wants this year would not prejudice Her Majesty's 
Governments future help or necessarily imply a guarantee of 
"equivalence1'. I believe that both these issues would be seriously 
prejudiced by giving way now. Increased expenditure this year made 
possible by increased grants from the Exchequer would create 
irresistible demands for similar or greater grants in the future to 
maintain the new works and support the higher level of recurrent 
expenditure which, in the absence of the increased taxable capacity 
of Malta, would inevitably be entailed. The Maltese are showing no 
signs now of being willing to carry out their part of the bargain made 
last July (Appendix 'G r of the Report of the Round Table Conference). 
It will be a long :ime before their contribution can be sufficiently 
stepped up, by taxation or other means, to bridge the gap between 
Mr. Mintoffs estimates of expenditure and revenue. 

(2) To concede ground to Mr. Mintoff on this issue will convince 
him finally that Her Majesty's Government is ready to meet all his 
terms for the sj.ke of integration. We shall thus be compelled to accept 
his other unfulfilled demands in connection with the drafting of the new 
Constitution, e .g . his demands for a constitutional guarantee of 
equivalence and for a change before the next Maltese elections in the 
local electoral system. 

(3) I think it is not unfair to say that the main attraction to us of 
integration, on the terms proposed by the Round Table Conference, 
was that it would provide the essential basis of co-operation between 
us and the Maltese Government and thus avoid the endless frictions and 
frustrations of our past dealings with Maltese affairs. I have become 
convinced'in these negotiations that Mr. Mintoff is either unwilling to 
make or incapable of making his contribution to that co-operative 
endeavour. He shows no inclination to compromise on any issue; and 
without a spirit of compromise, no scheme of closer association can 
hope to survive. Thus if we show a readiness to give way each time 
he demands more than we are ready to concede, not only shall we have 
a scheme of integration very different in content from the one which 
Parliament approved last March but the prospects of making it work 
will be seriously prejudiced. 

(4) In a previous assessment last week, the Governor had doubted 
whether Mr. Mintoff would resign on this issue and expressed confidence 

4- Not attached 
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that the security forces available would be able to deal with the situation. 
In his latest message, the Governor draws attention to the difficult and 
possibly serious consequences of Mr. Mintoff carrying out his threat 
of asking for a dissolution. The political difficulties would no doubt 
be serious but not, I consider, insuperable. An unknown factor at 
the moment is the attitude of the Archbishop of Malta, who is even 
more opposed to Mr. Mintoff1 s political aspirations than to integration. 
I consider it is not unlikely that he wil l urge moderation and restraint on 
the Maltese people with considerable effect. In any case, it seems 
unlikely that there will be any general disorder or bloodshed. 

7. Having carefully weighed up the situation with which we are now 
faced, my conclusion is that we must stand by the decision to limit 
our financial aid this year to a maximum of £5 millions and face the 
consequences. 

G. I ask for your authority to take the action proposed in 
paragraphs I and 2 of this minute, copies of which I am sending to the 
Lord Chancellor, the Chancellor of the Exchequer, the Foreign Secretary 
and the Minister of Defence. The Lord Chancellor (as Chairman of the 
Round Table Conference on Malta) is fully behind this proposal of mine. 

(Signed) A L A N LENNOX -BOYD 

27th June, 1956. 

DRAFT ORAL STATEMENT 

As the statement made by the Maltese Pr ime Minister to the 
Maltese Legislative Assembly on 25th June, of which I have placed a 
copy in the Library, covers much ground and deals with a number of 
controversial issues, I consider it would be desirable for me to make 
a full statement of Her M:ajesty's Governments position. As it is 
rather long, I am with permission circulating it in the Official Report. 
The salient points in this statement are as fol lows. 

2. Her Majesty's Governments attitude has been based all along 
on the recommendations of the Malta Round Table Conference, particularly 
paragraphs 58-61 of the Report. I would recall what I said in the debate 
last March on the specific question of United Kingdom financial aid:

"Further, on this financial aspect, we accept 
the proposals of the Report regarding economic 
assistance including the need for a clear understanding 
'at the start r about the maximum amount of annual 
assistance by Her Majesty's Government over a number 
of years. Thus, acceptance of integration would not 
involve Her Majesty's Government in any obligation 
to provide financial assistance in excess of the levels 
envisaged in the Report". 

This statement was not challenged at that time by the Maltese 
Government or by this House. 



3. When, in accordance with the Conference^ recommendations, 

Her Majesty*s Government proposed that discussions should take place 

at the end of May or early in June on the financial arrangements for 

the next few years, the Maltese Government asked instead that the 

discussions should be restricted to the amount of assistance required 

in the current financial year and to the principles to be adopted after 

integration came about. Her Majesty's Government accepted this 

proposal but in the course of subsequent discussions it became manifest 

that serious differences of principle existed between the two sides on 

the whole question of financial aid. 


4. Briefly, the Maltese Government rejected Her Majesty's 
Governments endorsement of the recommendations in paragraphs 58-61 
of the Report and requested that their Budget for 1956/57 should be 
considered on its meri ts . Her Majesty's Government took the view 
that the merits included the revenue side as well as expenditure and 
pointed out that the Maltese Government proposed very large increases 
in expenditure on new services, both capital works and social services, 
which would involve continuing and increasing commitments in future 
years, . The Maltese Government, on the other hand, resisted all 
suggestions that they should, themselves find new sources of revenue, 
either by taxation or from loans. Thus, while expenditure was to rise 
by £4^ millions or nearly 45 per cent, over last year, Maltese revenue 
was to rise by only £^ million or about 3 per cent over last year. Her 
Majesty's Government were thus being asked to meet practically the 
whole of the increased deficit and thus to increase their contribution 
from £4^- millions last year to over £8 millions or by nearly 90 per cent. 

5. Her Majesty's Government were prepared to consider granting this 
year total assistance at the level of £4-5 millions recommended by the 
Conference "for the next few years " . However, the Maltese Government, 
having at f irst maintained that they could not modify their proposals in 
any way, were at the end of the talks prepared to consider a reduction of 
less than £4- million expenditure, with no increase in domestic revenue, 
leaving Her Majesty's Governments commitment at £7i millions. 
Moreover, in the course of my discussion with him, Mr. Mintoff made 
it clear that his Government were f i rmly committed to the principle of 
"economic equivalence" and intended to press for inclusion of this 
principle in the new Constitution. 

6. The detailed arguments on either side are dealt with in the full 
statement which I am circulating. There is one point, however, to which 
I should like to call the attention of the House now. The Maltese Govern
ment maintained that any serious modification in their proposals would 
be unacceptable and that aid at the level of £5 millions would result in 
serious unemployment. In my talks with the Maltese Prime Minister, 
I indicated that there was in my view considerable room for devising 
a proper balance between schemes intended primarily to maintain 
employment and schemes of economic development. I also made it 
clear to him that, bearing in.mind the continuing and increasing burden 
of new recurrent services and capital works in future years, it was 
essential for his Government to face up to the obligation which they 
assumed in the agreed statement of last July, and on which the Round 
Table Conference laid special emphasis, that the Maltese Government 
and people should make the best possible contribution from their own 
resources. 

7. The discussions between the Maltese Pr ime Minister and myself 
and subsequently with my Rt. Hon. Friend, the Pr ime Minister, did not 
however, find any common ground, and although conducted in a spirit of 
good-will and mutual consideration on both sides, ended inconclusively. 



0. The Maltese Prime Minister left London on 23rd June(wi-fehout 
giying any indication ^f JiiS intentions]. He has now made a statement 
in Malta on 25th June which attempts to place on this House the 
obligation of deciding before the end of this week to accept a commitment 
to vote funds in due course for total assistance in the current financial 
year of £7 millions. Although I am fully aware of the serious 
implications of this matter, I cannot in all the circumstances recomm
end to this House that it should accede to this demand, and I am so 
informing the Governor. 
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EMERGENCY 
SECRET 
No. 253 

My te legram No0 252. 

M i n t o f f ' s statement amounts to ( g r p 0 omi t ted ) 
and ultimatum, and I should be g l ad to know as soon as 
poss ib l e whether you propose to consider meeting him in 
any way. I nd i ca t i ons here are that f a i l i n g some concess ion , 
he' w i l l b r ing down not merely present administrations, but 
a lso attempt t o render c o n s t i t u t i o n a l government impossible, . 
In t h i s he i s not f u l l y supported by h i s co l l eagues or 
the Labour movement, but has prov ided against l a s t minute 
de f ec t i on by obta in ing wr i t t en r es i gna t i on f o r use when 
necessary. Whi le he might be persuaded to accept l e s s than 
£6£ m i l l i o n s t e r l i n g , you should c e r t a i n l y not count on 
h is g i v i n g way i f you stand f a s t . I am sorry I cannot he lp 
very much towards your d e c i s i on , which must depend on the 
importance H.M.G. at taches t o i n t e g r a t i o n programme, and 
a l l repercuss ions of i t s abandonment pure ly on f i n a n c i a l 
grounds. You w i l l no doubt a lso bear i n mind tha t , however 
much those wi th i n s i d e knowledge know what we have had to 
put up wi th , and extent o f M i n t o f f ' s misrepresenta t ion 
of H.M.G. 's a t t i t u d e , i t w i l l almost c e r t a i n l y not be 
poss ib l e to prevent widespread acceptance of v iew that 
H.M.G. are s p o i l i n g the ship f o r a h a ' p ' o r t h o f t a r . 
This w i l l c e r t a i n l y be genera l in Malta, as i t corresponds 
with i n e rad i cab l e l o c a l b e l i e f that base i s worth much 
more t o H.M.G. than i s in f a c t granted? B u l l e t i n g l eade r 
to-day draws a t t e n t i o n to impending demand f o r more money 
by L ibya and t h i s concept i s con t inua l l y be ing f ed i n t o 
the pub l i c mind here , and w i l l doubt less be used as add i t i ona l 
argument f o r r e s i s t a n c e t o H.M.G. ' s at t i tude, , I f no 
so lut ion i s reached and Minto f f w i l l not even put through 
extension to Treasury and Audi t Act to maintain current supply 
f o l l ow ing w i l l be s i tua t i on .o n July 1 s t . On Prime M i n i s t e r ' s 
advice Par l iament w i l l have been d i s s o l v e d : i f th rea t 
descr ibed in my te legram No, 250 i s c a r r i ed out a l l 23 Labour 
Members w i l l have r es i gned : and the re w i l l be no f i n a n c i a l 
p r o v i s i o n to carry on administration,, I f M into f f r e f u s e s 
t o run " ca re taker 5 government during e l e c t i o n campaign 
I s h a l l have to ask Borg Ol iv ie r . , Only circumstances i n 
which he might accept would be i f s u f f i c i e n t funds t o 
continue ex t raord inary works on present bas is were made 
a v a i l a b l e so that no d ischarges were necessary. Given t h i s 
he might accept on the c a l c u l a t i o n that he would be ab le 
to say he had stepped in to maintain employment and a l so 
because conduct o f government dur ing e l e c t i o n pe r i od might 
g i v e him some advantage,, Even so with assembly d i s s o l v e d 
continuance o f f i n a n c i a l p r o v i s i o n would have to be found 
under Sec t i on 59. 

/ I f , 



 1I f , however, no  ca r e t ake r ' Government a v a i l a b l e 9 

I should s t i l l have t o p rov ide funds under Sec t i on 5 9 for 
continuance o f employment on present l e v e l s during e l ec t ion 
p e r i o d and in add i t i on f o r ca r ry ing on administrat ion,, 
Amendment of Roya l I n s t ruc t i ons might be necessary to 
enable me to proceed without an Execut i ve Counci l . Q 
Considerable d i f f i c u l t i e s o f M. I .G. car ry ing on f o r at 
l e a s t e i gh t weeks without M in i s t e r s and during M i n t o f f s 
a l l - o u t e f f o r t s to whip up l o c a l f e e l i n g need no emphasis. 

In event o f genera l e l e c t i o n , Minto f f w i l l eampaigl 
on s e l f - d e t e rm ina t i on and rent o f at l e a s t £7 m i l l i o n ster-ljj 
( c o r rup t gp. ? f o r ) base . This i s so s im i l a r to na t i ona l i s t 
programme that he might not win, though I think odds are on 
him ra ther than on Borg O l i v i e r . In e i t h e r case we should 
have a Government w i th which we know we cannot work 
harmoniously. P . C P . might increase support on a small 
sca le and p o s s i b i l i t y o f N a t i o n a l i s t - P . C P . c o a l i t i o n 
cannot be r u l e d out, , but I r egard i t as u n l i k e l y and i t 
would not h e l p . 

In shorty consequences of f o r c i n g Minto f f on 
would be unmit iga ted d i sa s t e r from l o c a l p o i n t o f v i ew. 

. As regards B i l l f o r ex t raord inary works provis ion 
on bas i s o f M i n t p f f ' s s tatement , i f and when r eques t ing me 
to send message to Assembly, M in to f f asks whether H.M.G, 
ag r e es , I s h a l l i f I have no p rev i ous i n s t r u c t i o n s act 
c o n s t i t u t i o n a l l y making i t c l e a r that I can in no way commit 
H.M.G. to any l e v e l of f i n a n c i a l a id ( corrupt g p . ) o f 
which i s r e s p o n s i b i l i t y of Mal tese Government. 

Copies sent t o ; -

P . S . to Prime M in i s t e r 
P .S . to Lord Chance l lor 
P . S . to F i n a n c i a l Sec r e ta r y , Treasury. 
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My telegram No* 253* 

I summoned Mintoff th i s morning and discussed 
s i tuat ion with him in endeavour to f ind some way out of 
deadlock^. I approached subject from angle that H.M.G* 
might f ind i t a great deal eas ie r to compromise i f 
concrete evidence could be produced of e f fo r t by Maltese 
side to f ind more funds, not necessar i ly large amounts, 
but in token of wi l l ingness to play their p a r t . 
P o s s i b i l i t y of increases in taxation or f l oa t ing loan 
were discussed, no doubt on l ines already fami l iar in 
London,, 

2* Lengthy discussion produced fo l lowing possib le 
compromise which Mintoff personally accepted and agreed 
to recommend to his co l l eagues ; -

I would sign f inancia l message to Assembly and 
assent to B i l l providing for extraordinary works 
and specia l services on basis that H.M.G. would 
thereby commit themselves to find thei r share of the 
£620,000 odd speci f ied in the schedule ( f i gure i s 
arr ived at as in Mintof f ' s statement on assumption 
of a id at leve l of £6-g- mi l l ion to £7 mi l l ion 
covering provision up to the 30th (? September)* 
My assent would imply no commitment.of any kind as 
regards H.M.G.' s abandonment of £5 mi l l ion ce i l ing 
or acceptance of Mintof f ' s proposed higher ce i l ing 
f igure or provision for remainder of f inanc ia l 
year-,. I t would be agreed on both s ides that th is 
action i s taken simply to provide further three 
months for discussion of whole question of H.M.G*' s 
f inancia l aid to Malta, including p o s s i b i l i t y of 
l o c a l increase in taxation, loans, c loser control 
of expenditure by Maltese Government and, indeed., 
any matter from either side relevant to the 
f inancial problem,. 

3* , I rea l ise that th i s i s e f f ec t i ve ly going back 
on your stand or principle as regards £5 mi l l i on ce i l ing 
and that Mintoff gains three months continued expenditure 
at the higher rate,. Lotting at matter from widest ,point 

W^M \ / o f .: ' 



of view however, I regard this settlement as worth i t i f 
only for purpose of providing time fo r further f u l l studjr 
of what is at stake. 

4* Br ie f ly my assessment of decision facing you is i 
th i s . Present f inancia l decision i s r e a l l y only one aspej 
of much bigger decision whether or not we should break with! 
Mintoff and throw Integration overboard,, There are four I 
possib le choices; j 

( i )	 So ahead with Integration and continue to 
l i v e with Mintoff at cost of higher 
f inancia l a id than is j u s t i f i ed (you can [
c a l l this paying blackmail i f you l ike but I 
i t in ef fect i s the price of a more or less! 
peaceful Ma l t a ) 0 

( i i )	 After break with Mintoff he returns to power! 
on a Libyan programme. 

( i i i  )	 Nat iona l i s ts return to power on similar 
programme either on their own or in 
coalition,, 

( i v )	 Suspension of constitution and return to 
Colonial Government

( i i  ) and ( i i i  ) would be more unworkable than ( i ) and would 
give r i se to same f inancia l problem, but in circumstances ii 
which settlement would probably cost more, ( i v ) would almosi 
certa in ly cost as much to keep the people quiet and could 
not be held for any length of time* 

5 . In my view ( i ) has l eas t disadvantages from 
H.M.G. ' s point of view and i s best solution in interests of 
Malta and the Maltese* 

6 C 3Da reaching your decis ion you w i l l wish to add to 
th is assessment your analysis of the relevant factors 
outside Malta,, I hope that assessment telegram we have sen 
has not given f a l se impression of p robab i l i t i e s here and I 
should l ike to emphasise that i f you decide against Mintoff 
and Integrat ion, we can cope with result ing situation^ But 
surely such an Important decision should be taken at leisure 
and not between now and Saturday with the p i s t o l at our 
heads0 Hence my recommendation above* j 

Copies	 sent t o s -

PoSo	 to Prime Minister., 
PaSo	 to Foreign Secretary, 
P . S .	 to Minister of Defence. f 
P . S .	 to Financial Secretary, Treasury. 
P . S . to Lord Chancellor,, 

PsS. to Chancellor of the Exchequer^ 
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Your telegrams 2k5 and 21*6 received 21^30 hours 
crossed my telegram 2 S 6  B 

lo Following'further conversations with Mintoff 
lasting until 2  a  1 am convinced that ha is not 
0 m
o s


prepared to go "beyond proposition mentioned in my tells-grassy 

256 which offers onlypossibility of breaking deadlock 

and gaining time for further negotiation.. He is back 

on his old tactics and said that he would rather see 

Malta starve than, accept ceiling imposed "by Britain. 

He emphasieedj, however9 that he--would carefully study 

possibility of making reasonable Maltese contribution 

by raising taxation or loan if given opportunity to do 

so in further financial discussions. 


2 . I fully understand line taken in your proposed 
statement so far as it goes "but seen from here it falls 
to deal with the real issue which is abandonment of 
integration,, With great respect it might appear misleading 
if you failed to bring this point out and gave impression 
that dispute is simply about financial polleyo If 
statement deliberately omits this in exp ctation that 
Mintoff will stay in office I can now assure you that this 
is a forlorn hope,, 

3 . As regards details of statement I have no' 
comments as it deals principally wife London negotiations.. 
True and justified though it is it will be impossible to 
convince public opinion here which has been schooled to 
think that Britain does not pay adequately for the base 6 

Moreover statement is at present negative and leaves next 
move to Mintoff who may well issue oounter-statene nt even 
more contentious than his firsts" Only suggestion I can 
offer is that.you might consider inserting passage to 
effect that you would be prepared to negotiate furtls r if 
Prime Minister undertook to make reasonable contribution 
from Maltese sotarces. 

ho We are preparing to deal with likely consequences 
of breakdown here. 

Copies sent ToT^"" "* 

Private Secretary to Prime Minister 
Private Secretary to Lord Chancellor -'- v 

. Private Secretary to Financial Secretary, Treasury ' 
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3rd July, 1956 

CABINET 

REMUNERATION OF DOCTORS 

Memorandum by the Secretary of State for Scotland 
and the Minister of Health 

Our Departments have recently received from the British Medical 
Association a memorandum, outlining the case they want to make for an 
increase of not less than 24 per cent in the remuneration of general 
practitioners and hospital medical staff from 1st Apri l , 1956. They ask 
us to give our preliminary consideration to their memorandum, to send 
them our observations on it and then to receive a deputation to discuss 
the matter, 

2. The main argument is that the pay of general practitioners was 
put on a proper basis in 1950-51 by the Danckwerts award; that the pay 
of consultants and other hospital staff was by the 1954 settlement put in a 
correct relationship with that, of general practitioners; that since 1951 
there has been.a 24 per cent decline in the value of money; and that in the 
same period comparable professions have received even higher 
percentage increases. They refer particuarly to the Government^ 
acceptance of the pay increases recommended by the Royal Commission 
on the Civil Service. It is also argued that the Spens Reports on medical 
remuneration and the Danckwerts award give the doctors a contractual 
right to periodical adjustments in their pay. 

3. A.t present general practioners get an average net income of about 
£2,220 a year. Whole-time consultants have a basic scale of 
£2,100 - £3, 100; 34 per cent of them receive distinction awards as well, 
the 4 per cent with the highest awards receiving in all £5,300 a year. 
There are, of course, also various lower grades of hospital doctors on 
lower remuneration. 

4. The cost of admitting such a claim in full would not be far short 
of £20 millions a year. To concede it, either in full or in part, would 
obviously have serious repercussions; for example, dentists, from whom 
notice of a claim has already been received, would expect similar increases. 

5. We are clear that the doctors have no contractual rights to any 
adjustment and we think that the claim should not be entertained. 

6. If this is agreed, it is necessary to decide the grounds on which 
the claim should be rejected. We have considered the possibility of a 
rejection on meri ts , but think that this would lead us into much detailed 
argument and might make it difficult to resist a demand for arbitrations 
We have come to the conclusion that the decision should be based on 
broader grounds of public policy and should be expressed in the terms 

- 1 



of the short official letter appended to this paper, which should be sent 
without delay. 

7. This, of course, leaves the doctors free to renew their claim when 
present difficulties lessen; when that time comes it may have to be 
examined on its merits, but the reply we suggest leaves us completely 
uncommitted on what those merits may be. 

8. Rejection of the claim may lead to a demand for arbitration, 
Notwithstanding the 1952 Danckwerts adjudication, and in spite of a 
qualified promise given to hospital doctors by the Labour Government in 
1949, the doctors have no legal rights to arbitration and we are proposing 
rejection of the claim on the footing that if arbitration is asked for it 
will be refused, 

9. It may be that a case can be established for some adjustments in 
the salaries of the lower paid hospital grades, who have had no increase 
for over two years. We do not exclude this possibility and our proposed 
reply, which would refer to a general increase in medical remuneration, 
is intended to leave the door open for such adjustments. Their settlement 
would be a matter for the Medical Whitley Council, after the usual 
consultations between the Health Departments and the Treasury. 

10. We ask the Cabinet to agree that we should reject the doctors' 
claim on the basis shown in the draft letter appended and that we should 
turn down any request for arbitration. 

J .S . 
R . H . T . 

3rd July, 1956. 



Medical Remuneration 

Proposed reply to the 
Doctors' Negotiating Committee 

On 14th June you wrote to me, and to the Secretary of 
the Department of Health for Scotland, enclosing copies of a 
memorandum in which a claim is made for an increase of not 
less than 24 per cent in the present remuneration of general 
practitioners and hospital medical staff. You asked the Minister 
and the Secretary of State to give the memorandum their preliminary 
consideration and said that the Negotiating Committee would like to 
have their observations before asking them to receive a deputation. 

The Ministers have now read the memorandum and we are 
asked by them to say that in present economic and financial circum
stances they would not feel justified in giving consideration to any 
claim for a general increase in medical remuneration. In view of 
this the Negotiating Committee may wish to defer sending their 
proposed deputation at the present t ime. 

The Secretary of State for Scotland has suggested that the 

second paragraph should begin as follows:

"The Ministers have now read the memorandum. 
They are clear that no question of any contractual right ^ 
to an adjustment arises and we are asked by them . . .  " ^ . 
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10th July, 1956 

CABINET 

CYPRUS 

Note by the Secretary of the Cabinet 

Since the Cabinefs discussion of a draft Parliamentary statement 
on Cyprus on 5th July (C. M. (56) 47th Conclusions, Minute 8) the views 
of the Governor have been obtained. 

2. The attached revised draft statement has been prepared after 
consideration by the Colonial Policy Committee of the Governor's 
comments. 

(Signed) NORMAN BROOK 

Cabinet Office, S.W.1, 

10th July, 1956. 



DRAFT STATEMENT 

In order that the House may be able to form a true judgment of 
the situation which has been reached regarding Cyprus, it is , I think, 
desirable that I should remind Hon. Members of the recent history of 
this problem. As the House will remember, in September 1955 
Her Majesty's Government held a Tripartite Conference with the Greek 
and Turkish Governments. The chief purpose of this Conference was 
to discover whether a way could be found to reconcile the differences 
dividing the Governments concerned on the question of Cyprus, The 
Governments proved unable to agree at that time on a common policy. 

2. Her Majesty's Government then decided to try to make progress 

towards a solution by means of discussions on the Island itself between 

the Governor of Cyprus and Archbishop Makarios. These discussions 

lasted several months but,for reasons which have previously been 

debated in this House, they broke down. 


3. Her Majesty's Government then decided to make another approach 
to this most intractable question on the international level. The 
principle of self-determination had been accepted by Her Majesty's 
Government. The problem was therefore whether a solution regarding 
its application could be devised which would provide fully for the 
protection not only of our own interests in Cyprus and the Eastern 
Mediterranean but also of those of Turkey and of other countries to whom 
we have treaty obligations. 

4. Unfortunately this has not yet been found possible. Indeed, our 
Turkish allies have made plain their view that steps to create conditions 
which might lead to the application of self-determination for Cyprus 
would raise far wider issues for them as parties to the Lausanne 
treaty settlement. 

5, The House wil l readily understand the risks which would be 
involved if Her Majesty's Government were to attempt to proceed 
unilaterally in this matter of self-determination, which so clearly 
contains the seeds of grave danger to the whole future of the Eastern 
Mediterranean. As it has proved impossible to obtain international 
agreement, Her Majesty's Government have to accept that for the present 
progress by this means cannot be realised. 

6. But certain steps can be taken within the Island itself. Her 
Majesty's Government therefore intend to proceed with the development 
of internal self-government in Cyprus. For this purpose they have 
decided to ask Lord Radcliffe to start work forthwith as Constitutional 
Commissioner, It wil l be his task to consider the framework of a new 
and liberal constitution for Cyprus, including safeguards for the 
interests of all communities, and to make recommendations. He will 
be leaving to-morrow for a preliminary visit to Cyprus, Her Majesty's 
Government intend on his return to draw up detailed terms of reference 
The new constitution would not however be put into effect until terrorism 
had been overcome and law and order had been restored.	 The rate of 
progress in this constitutional development must of course depend on the 
extent of the co-operation of the people of Cyprus. 
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CABINET 

LEGISLATIVE PROGRAMME: 1956-57 SESSION 

MEMORANDUM BY THE LORD PRIVY SEAL 

The Future Legislation Committee have recently completed, with the help 
of all Ministers whose Departmental interests are affected, a comprehensive review 
of the legislative programme for next Session. 

2. As a result, there are, at the moment, more Bills with claims of high 

priority than can be fitted into the time likely to be available for legislation. This 

is far from unusual at this stage in the preparation of the programme. But the 

calculation is additionally, and seriously, complicated this year by the possibility 

that the Cabinet may decide to introduce legislation for the reform of the House 

of Lords. Without prejudice to the decision on that point, the mere arithmetic 

of the programme stands as follows. 


3. So far as can be foreseen at present, the time likely to be available for 

legislation—on the hypothesis of normal provision for Supply, the Finance Bill, 

Debates, &c.—should be about 45 days. 


4. The candidates for a place in the programme originally numbered about 
100. These have been reduced by careful scrutiny to the two lists annexed to this 

memorandum. List A consists of: 


(a) Those Bills for which the Ministers concerned can claim high priority 
on grounds of major policy. 

(b)	 Those Bills which are contingent, in the sense that they may become 
essential in certain circumstances, whether by reason of developments 
outside our control or as a result of policy decisions which we may 
take in the next few months. The contingent Bills are indicated by an 
asterisk. 

List B is a reserve list, comprising a selection of Bills of which some might be 
introduced if time permits. 

5. The Bills in List A are estimated to demand about 60 or 70 days, according 

to whether they include, or exclude, a substantial Bill on House of Lords Reform. 

At this stage this estimate is, of course, only approximate. But it indicates: — 


(i) that the Bills in List A	 exceed the time likely to be available by about 
15 or 25 days, according to the hypothesis about Lords Reform. And 
merely to eliminate this excess will not suffice; we must provide also 
some extra margin for the unforeseeable contingencies, including the 
possibility that the Death Penalty (Abolition) Bill may have to be given 
a second run next Session; 
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LIST A 

Admiralty 
Ministry of Agriculture 

Colonial Office 

Commonwealth Relations Office 

Ministry of Education 
Ministry of Fuel and Power ... 

Home Office 

Ministry of Housing
Government. 

Ministry of Pensions
Insurance. 

Scottish Office 

Board of Trade 

Ministry of Transport 
Treasury 

 and Local 

 and National 

(1)* Naval Discipline. 
(2) Agricultural Marketing and Guarantees. 
(3) Silo Subsidy. 
(4) White Fish Subsidy. 
(5) Malta. 

(6)* Gold Coast (Independence). 

(7) Migration. 

(8)* Ceylon. 


(9) Imperial Institute. 


(10) Electricity (Herbert Report). 

(11) Mining Subsidence. 


(12) Betting and Gaming. 

(13) Shops (Closing Hours). 

(14) House of Commons (Redistribution of Seats). 

(15)* House of Commons (Disqualification). 

(16)* Commonwealth Immigrants. 

(17)' British Nationality Act (Amendment). 


(18) Rent Restriction. 

(19)	 Local Government Reorganisation or Local 

Government Finance. 
(20) National Insurance. 

(21) Housing Subsidies (Scotland). \  P o s s i h l  v o n  P R i l l 
o n e(22) Town Development (Scotland). /  ̂  0 S S l b l  y

(23) Customs Duties (Dumping and Subsidies). 
(24)* Cinematograph Film Production (Special Loans). 
(25)* Patents (Extension of Time). 
(26) Air Corporations (Borrowing). 

1: .  "", i 
(27) Expiring Laws (Continuance). 
(28)* Public Works Loans. (29)* Colonial Stock Acts (Amendment). (30)* Ministers' Salaries. 

? Plus (31) House of Lords Reform. 

NOTE.—Bills marked with an asterisk are contingent Bills, as defined in paragraph 4(b). 

Ministry of Agriculture 

Colonial Office 
Home Office 

Lord Chancellors Department 

Scottish Office 

Board of Trade 

LIST B 

(1) Slaughterhouses. 
(2) Agriculture (Miscellaneous Provisions). 
(3) Overseas Civil Service. 
(4) Police Pay. 
(5) Summary Trial of Minor Offenders. 
(6) Geneva Conventions. 
(7) Judicial Salaries. 
(8) Public Trustee Office. 
(9) Law Reform. 

(10) Land Drainage (Scotland). 
(11) Slaughterhouses (Scotland). 
(12) Hire Purchase. 
(13) Inventions and Designs (Defence). 



Printed for the Cabinet. July 1956 

The circulation of this paper has been strictly limited. I t is issued 

for the personal use of ^^...f^.^^^y^^....^^^l^. 

TOP	 S E C R E T Copy No. 2 8 

CP. (56) 162 

4th July, 1956 

CABINET 

LEGISLATIVE PROGRAMME: 1956-57 SESSION 

MEMORANDUM BY THE LORD PRIVY SEAL 

The Future Legislation Committee have recently completed, with the help 
of all Ministers whose Departmental interests are affected, a comprehensive review 
of the legislative programme for next Session. 

2. As a result, there are, at the moment, more Bills with claims of high 

priority than can be fitted into the time likely to be available for legislation. This 

is far from unusual at this stage in the preparation of the programme. But the 

calculation is additionally, and seriously, complicated this year by the possibility 

that the Cabinet may decide to introduce legislation for the reform of the House 

of Lords. Without prejudice to the decision on that point, the mere arithmetic 

of the programme stands as follows. 


3. So far as can be foreseen at present, the time likely to be available for 

legislation—on the hypothesis of normal provision for Supply, the Finance Bill, 

Debates, &c.—should be about 45 days. 


4. The candidates for a place in the programme originally numbered about 
100. These have been reduced by careful scrutiny to the two lists annexed to this 

memorandum. List A consists of: 


(a) Those Bills for which the Ministers concerned can claim high priority 
on grounds of major policy. 

(b)	 Those Bills which are contingent, in the sense that they may become 
essential in certain circumstances, whether by reason of developments 
outside our control or as a result of policy decisions which we may 
take in the next few months. The contingent Bills are indicated by an 
asterisk. 

List B is a reserve list, comprising a selection of Bills of which some might be 
introduced if time permits. 

5. The Bills in List A are estimated to demand about 60 or 70 days, according 

to whether they include, or exclude, a substantial Bill on House of Lords Reform. 

At this stage this estimate is, of course, only approximate. But it indicates: — 


(i) that the Bills in List A	 exceed the time likely to be available by about 
15 or 25 days, according to the hypothesis about Lords Reform. And 
merely to eliminate this excess will not suffice; we must provide also 
some extra margin for the unforeseeable contingencies, including the 
possibility that the Death Penalty (Abolition) Bill may have to be given 
a second run next Session; 
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(ii) that, in any case (i.e., even if the Cabinet decide not to introduce legislation 
for Lords Reform), a fairly substantial cut in List A will therefore be 
necessary; while, if a Bill to reform the Lords is to figure in next 
Session's programme, an even more drastic surgical operation will have 
to be performed on that List; 

(iii) that, while	 the candidates in List B will be accommodated within the 
programme to the extent which time permits, there can be no 
guarantee at present that any of them will be found a place. 

6. While the decision on Lords Reform must necessarily remain in abeyance 
for the moment, I suggest that our best course would be to accept the Bills in 
Lists A and B as a basis for planning, in the sense that all those Bills should be 
cleared, where necessary, with the Home Affairs Committee and the Treasury, 
and should be regarded as authorised candidates for purposes of drafting. The 
final selection must wait until rather later in the year, i.e., until we approach the 
period in which the Queen's Speech has to be prepared. But, as against the 
possibility that some fairly drastic cutting of List A may be necessary, I should 
value the views of my colleagues on the following possible candidates for the axe: 

(a) Agricultural Marketing and Guarantees Bill.—The main purposes of this 
Bill would appear to be to give permanent legislative form to various 
arrangements which at present rest on emergency powers, and perhaps 
also to give effect to whatever new policy on long-term assurances to 
the farmers the Cabinet may finally approve. I suggest that the Bill 
should remain in the programme for the time being, without prejudice 
to a further scrutiny later in the year. I must emphasise, however, 
that it will not be easy to find time for this Bill. 

ib) The Electricity Bill (to give effect to some of the recommendations of the 
Herbert Report).—In view of the political implications of any action 
affecting the fuel and power industries, the case for this Bill is being 
submitted separately, in the memorandum by the Minister of Fuel and 
Power, CP. (56) 164. As against the important considerations which 
the Minister sets out, it must be remembered that— 

(i) In	 view of the new arrangements for financing the capital 
requirements of the nationalised industries, it will not be possible, 
for the time being, to take action on the recommendations of 
the Herbert Committee on the capital financing of the electricity 
industry; and that the Bill may be to that extent less attractive 
to our own back-benchers. 

(ii) A Bill on this subject might provoke a demand for legislation on 
the structure and management of other nationalised industries, 
which might not be very opportune. 

(c) The Gowers Legislation.—The Future Legislation Committee have taken 
note of three possible Gowers candidates—Shops (Closing Hours); 
Health, Welfare and Safety in non-Industrial Employment; and 
Factories (Railway Premises). Even on the most optimistic 
assumption, there is room for only one of these Bills in the 
programme; and the Committee have come to the conclusion that it 
should be the Shops (Closing Hours) Bill—both because it is the Gowers 
Bill to which the Government are most heavily committed, and 
because, unlike the other two Bills, it will impose no significant financial 
burden on the interests affected. But if the programme has to be 
compressed still further, are we prepared to sacrifice even the Shops 
(Closing Hours) Bill? 

(d) Betting	 and Gaming Bill.—The Future Legislation Committee were 
doubtful about the priority which should be given to this Bill. But 
in view of the delay which has already occurred on the subject and the 
extent to which the Government are committed to legislate " at the 
earliest opportunity," they thought it right that the Home Secretary 
should himself submit the case to Cabinet. This he has done in 
CP. (56) 163. It is, in my view, impossible to deal with both the 
Shops (Closing Hours) Bill and the Betting and Gaming Bill in one 
and the next Session. I would give priority to the Shops (Closing 
Hours) Bill. 



(e) Local	 Government Re-organisation and Finance.—The issues involved 
here are complex. The provisional conclusion of the Future Legislation 
Committee is that, while we should continue to aim at publishing a 
White Paper on Local Government Re-organisation in the summer 
or early autumn, there is no strong case for legislation until the 1957-58 
Session—particularly since this would help to defer publication of the 
first report of the proposed new Local Government Boundary 
Commission until after the next General Election. There may be a 
stronger case for legislating next Session on Local Government Finance; 
for if the Cabinet approve the introduction of some degree of industrial, 
and perhaps agricultural, re-rating (on which proposals will shortly be 
coming forward), it may well prove desirable to give the taxpayer as 
soon as possible whatever relief it may be practicable to provide as a 
result. Nevertheless, the Minister of Housing and Local Government 
feels—and the Future Legislation Committee do not disagree—that, 
if the choice lies between legislation to reform Local Government 
Finance and legislation to reform the House of Lords, the latter should 
have priority. (This is on the assumption, which will need to be checked 
with the Law Officers, that it will be possible—if the legislation is 
deferred—to use certain powers under the Local Government Act, 1948, 
to deal with a particular problem in connection with the rating of the 
nationalised industries.) 

7. I must also draw the attention of my colleagues to the fact that the 
Agricultural Marketing and Guarantees Bill in List A (together with the Agriculture 
(Miscellaneous Provisions) Bill, the Hire Purchase Bill, and the Inventions and 
Designs (Defence) Bill in List B, if time can be found for any of them—and 
the Hire Purchase Bill would be a substantial measure) will represent the only 
provision next Session for replacing emergency powers by permanent legislation. 
I do not see how, in the circumstances, this can be helped; but it will not be 
welcome to our supporters, and we must try to remedy the deficiency in the 
1957-58 Session. 

8. Finally, I must emphasise that it is only with the greatest difficulty that 
the programme has been compressed within the limits indicated in this 
memorandum; and it is still too long. It will impose a very heavy burden on 
Ministers; and it will provide no relief for our own supporters, who are finding 
even the present Session too exacting, owing to the large number of Committee 
days. There is still too much legislation; and we must all try, by every possible 
legitimate means, to reduce it. 

R. A. B. 

Office of the Lord Privy Seal, S.W.1, 


2nd July, 1956. 
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LIST A 

Admiralty (1)* Naval Discipline. 


Ministry of Agriculture (2) Agricultural Marketing and Guarantees. 

(3)	 Silo Subsidy. 
(4) White Fish Subsidy. 

Colonial Office (5) Malta. 
(6)* Gold Coast (Independence). 

Commonwealth Relations Office (7) Migration. 
(8)* Ceylon. 

Ministry of Education (9) Imperial Institute. 
Ministry of Fuel and Power ... (10) Electricity (Herbert Report). 

(11) Mining Subsidence. 
Home Office 	 (12) Betting and Gaming. 

(13) Shops (Closing Hours). 

(14) House of Commons (Redistribution of Seats). 

(15)* House of Commons (Disqualification). 

(16)* Commonwealth Immigrants. 

(17)* British Nationality Act (Amendment). 


Ministry	 of Housing and Local (18) Rent Restriction. 
Government. (19) Local Government Reorganisation or Local 

Government Finance. 
Ministry of Pensions and National (20) National Insurance. 

Insurance. 
Scottish Office 	 ?0 U s i nl, S u. b s i d i e s /S"0tl a,ndl\ \ Possibly one Bill. t J(22) Town Development (Scotland). J
Board of Trade 	 (23) Customs Duties (Dumping and Subsidies). 

(24)* Cinematograph Film Production (Special Loans). 
(25)* Patents (Extension of Time). 

Ministry of Transport 	 (26) Air Corporations (Borrowing). 
Treasury 	 (27) Expiring Laws (Continuance). 

(28)* Public Works Loans. 
(29)* Colonial Stock Acts (Amendment). 

(30)* Ministers' Salaries. 

? Plus (31) House of Lords Reform. 

NOTE.—Bills marked with an asterisk are contingent Bills, as defined in paragraph 4 (b). 

T B 

Ministry of Agriculture

Colonial Office

 (I. 
(2: 

 (3; 

Slaughterhouses. 
Agriculture (Miscellaneous Provisions). 
Overseas Civil Service. 

Home Office (4; 
(51 
(6: 

Police Pay. 
Summary Trial of Minor Offenders. 
Geneva Conventions. 

Lord Chancellors Department

Scottish Office

Board of Trade

 ... (7; 
(81 
(9; 

 (10] 

(n; 
 (12 

(13: 

Judicial Salaries. 
Public Trustee Office. 
Law Reform. 
Land Drainage (Scotland). 
Slaughterhouses (Scotland). 
Hire Purchase. 
Inventions and Designs (Defence). 
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CABINET 

BETTING AND GAMING BILL 

MEMORANDUM BY THE SECRETARY OF STATE FOR THE HOME
MiNismr FOR WELSH AFFAIRS 

 DEPARTMENT AND 

At the meeting of the Committee on Future Legislation on 19th June 
(L.F. (56) 4th Meeting) I was invited to circulate to the Cabinet a memorandum 
indicating the immediate economic and social consequences that could be 
expected to follow from this legislation in the present circumstances. 

2. The arguments for introducing this Bill in the next Session rather than 
in the Third Session of this Parliament are as follows: — 

(a) The Governments announcement of its intention to deal with this matter 
" at the earliest opportunity" has been widely applauded, and an 
expectation has been aroused in the Press and public that the 
legislation will be introduced in the next Session. If the Bill is not 
included in the programme, it may be taken outside as an indication 
that the Government^ resolve to tackle the matter is weakening. 

(b) The Government was criticised for its delay for several years in giving an 
indication of its attitude towards the Report of the Royal Commission 
on Betting, Lotteries and Gaming, 1949-51. This fact makes the 
Government particularly vulnerable to criticism of further delay in 
implementing its promise to legislate on the lines of the Commission^ 
recommendations. 

(c) The enforcement of the existing law places the police and the courts in 
difficulties, and indeed this was one of the chief reasons which have 
been announced for the decision to introduce legislation. These 
difficulties will, if anything, be increased by the knowledge that the law 
is to be altered, and it is therefore desirable that the interim period 
before the new scheme comes into force should be as short as possible. 

(d) Although the Government^ decision to legislate has been welcomed, there 
are misgivings in some quarters regarding the establishment of betting 
shops. Those who criticise the proposal have no other constructive 
solution to suggest, but there is a risk that opposition may have time 
to grow if there is delay, and the passage of the Bill through Parliament 
made correspondingly more difficult. 

3. On the other hand, it can be argued that in present circumstances it is 
inopportune on economic grounds to introduce this measure. I doubt whether this 
argument carries much weight. 

I

4. In the Irish Republic there is one betting shop for every 5,000 people. 
On this basis the number of betting shops likely to be required in Great Britain 
would be between 10,000 and 15,000, of which some 2-3,000 would be in the 
London area. If experience in the Irish Republic is any guide, the premises most 

 suitable for betting shops are small retail shops, of which there are over 400,000 
in Great Britain. The number of such premises required for betting shops is an 

50122 



insignificant proportion of the total number of shops. From such enquiries as I 
have made, which suggest that there is a regular turn-over of the ownership of 
shops, I think that retail shop premises required for betting shops could be acquired 
as part of that turn-over without recourse to special building. A few betting shops 
in smaller places may involve the partitioning-off of part of an existing shop, but 
the materials and labour required for this purpose would be negligible in 
comparison with those normally needed when shops are adapted and refitted on 
changes of ownership. 

G. LL.-G. 

Home Office, S.W.1, 

3rd July, 1956. 
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CABINET 


LEGISLATION TO REORGANISE NATIONALISED ELECTRICITY 

MEMORANDUM BY THE MINISTER OF FUEL AND POWER 

Sir Winston Churchill stated in the debate on the address in November 1953 
that in the industries such as electricity supply where we do not propose to undo 
nationalisation " we have done and are doing our utmost to make a success of it 
even though this may somewhat mar the symmetry of Party recrimination." One 
of the ways in which we have sought to redeem this pledge is by holding periodical 
enquiries by independent Committees into the working of these industries. Coal 
was reviewed by the Fleck Committee in 1954 and reorganisation on the lines of 
their Report (which did not recommend any changes requiring legislation) was put 
in hand forthwith. In the same year a Committee was appointed under the 
Chairmanship of Sir Edwin Herbert to investigate electricity after its first six years 
of nationalisation, and in January of this year they presented a unanimous Report 
recommending fairly drastic structural changes. 

2. The most important feature of the Herbert Committee's diagnosis was 
that the electricity supply industry was losing efficiency through over-centralisation. 
This defect was attributed to the fact that the Central Electricity Authority was 
responsible not only for the generation and bulk transmission of electricity but 
also for the finances of the industry as a whole, and in its discharge of this 
responsibility exercised close control over the activities of the 12 area distribution 
boards. This state of affairs cannot be remedied without legislation, and my 
proposals to change the statutory structure of the industry have been submitted 
to the Home Affairs Committee and approved in principle. Under them the 
Central Electricity Authority would be divested of its responsibility for generation 
and bulk transmission, a separate generation board would be set up to carry out 
these activities, while the generation board and the 12 distribution boards would 
each bear final responsibility for paying its own way. The Central Electricity 
Authority would be superseded by a new Electricity Council, representative of 
both generation and distribution but under independent chairmanship. The 
function of this Council would be not to direct the industry but to secure 
co-ordination through consultation, thus leaving the ultimate responsibility of the 
individual boards unimpaired. 

3. I very much hope that we shall be able to implement my proposals by 
legislation next Session. It is now more than six months since the Herbert Report 
was published and criticism is growing of the continued uncertainty in which the 
industry is being kept. 

4. The Lord Privy Seal, in his paper CP. (56) 162, has made two points 
about the desirability of introducing this Bill. He suggests that our new 
arrangements for financing the nationalised industries direct from the Exchequer 
may make this Bill less attractive to our own back-benchers because no action will 
be possible for the time being on the Herbert Committee^ recommendation that 
each board should go to the market for its own capital. The separate raising of 
capital by each board first requires, however, that each board should be made 
responsible for its own financial affairs. This is not so under the present Statute; 
it would be so under my proposals. Thus my proposals could be presented as an 
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essential prerequisite to a change in the method of raising capital, if and when such 
a change should be deemed desirable and feasible. 

^ 5. Secondly, the Lord Privy Seal suggests that an Electricity Bill might 
provoke a demand for legislation on the structure and management of other 
nationalised industries. Neither the Minister of Transport nor I foresee difficulty 
in resisting such demands, should they arise. There is no reason why the remedies 
suggested for one industry should necessarily be applicable to the others, and the 
Herbert Committee explicitly disclaimed an " intention to lay down any principles 
of organisation on which the structure of the nationalised industries should be 
founded." 

6. The alternatives, as I see them, are these. Without a Bill next Session: — 
(a)	 we should be open to the charge of doing nothing to meet the Herbert 

Committee's diagnosis of over-centralisation and of leaving this industry 
—which is the chief instrument by which the benefits of nuclear power 
-are to be brought to the country—with an organisation that is less 
efficient, and has been publicly and authoratively criticised by the 
Herbert Committee as being less efficient, than it could be made; 

(b)	 we should be thought to be flouting a Committee whose findings have been 
hailed as being in accord with Conservative thought and as marking a 
way in which Conservatives might constructively deal with one 
nationalised industry; 

(c) we should seem to be acknowledging a lack of faith in the usefulness of 
periodical outside enquiries as a means of improving the administration 
of the nationalised industries; and to that extent we should be on weaker 
ground in resisting the more inquisitorial and I think dangerous forms 
of Parliamentary supervision which many back-benchers desire. 

7. On the other hand, if we decided to legislate, we should be showing—and 
it is surely most desirable to do so in the light of back-bench agitation on 
nationalisation—that we had a positive policy for raising efficiency in this industry 
and for reforming the top-heavy organisation established for it by the Socialists. 

8. I trust, therefore, that we shall be able to legislate next Session on the lines 
proposed. 

A. J. 

Ministry of Fuel and Power, S.W. 1, 

4th July, 1956. 
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CABINET 

FEDERATION OF RHODESIA AND NYASALAND 

Memorandum by the Secretary of State 
fc-r Commonwealth Relations 

Since 14th June when the Cabinet considered proposals by 
the Prime Minister of the Federation of Rhodesia and Nyasaland for 
further constitutional advances for the Federation (C, M.(56) 42nd 
Conclusions, Minute 5), the Colonial Secretary and I have had further 
discussions with Lord Malvern. 

2. It is likely that when the Gold Coast becomes fully self
governing we are going to be faced with a majority (9 members represent
ing African interests may oppose) request from the Federal Legislature 
and the Europeans in the Federation that there shall be a political 
advance in the status of the Federation. In my judgment there is no 
escape from this. 

3. That being so it is a question of what we can do to meet that 
demand, having regard to the difficulties in accepting the Federation as 
a full member of the Commonwealth at this stage of its development, 
while it is subject to constitutional limitations in respect of the Africans 
and is not accepted internationally as a sovereign State. 

4. I think that something on the lines set out in the attached 
memorandum (Annex) might meet the case. 

5, In effect the Federation would (subject, of course, to the 
consent of other Commonwealth countries) be given a status similar in 
certain respects to that which Newfoundland occupied as a Dominion 
until the date of its absorption by Canada. It would not be a full 
Commonwealth member in the sense that it would not be a completely 
self-governing member country of the Commonwealth. But if it had 
that kind of status it would be able to sit as of right at the Commonwealth 
table, enjoy precedence as an equal with other members of the Common
wealth, and achieve this advance in its status before the Gold Coast, 
Malaya, etc. , became full Commonwealth members. 

6. The position of the Terr i tor ial Governments, their 
obligations and responsibilities in respect of Africans etc, , the 
obligations and responsibilities of the Colonial Secretary and so of 
Her Majesty's Government in respect of the Northern Territor ies and 
my responsibilities under the Federal and Southern Rhodesia Constitutions 
would remain unchanged in all respects. 

7. Al l this would have to be without prejudice to the main 
Constitutional Review of 1960/62 which under the terms of the Act of 
1953 cannot be ante-dated. It would be for that Review when it took 



place not only to see what amendments were necessary in the constitution 
of the Federation but to consider whether matters had reached a point at 
which the present constitutional limitations could be removed so that the 
Federation could become a fully self-governing member of the Common
wealth internationally recognised as an independent State, 

8. If, in fact, something on these lines is practicable, it would 
enhance the constitutional status of the Federation, even if it did not give 
it much else. It might meet Lord Malvern's immediate political 
difficulties and yet be consistent with our obligations to the Africans and 
to Parliament and the arrangements of 1953. It is essential to protect 
this last point; some debate in Parliament seems inevitable and it would 
be highly controversial if we were not in a position to say that we had 
done so. 

H. 

Commonwealth Relations Office, S . W . I . 

4th July, 1956. 



PROPOSALS FOR ENHANCEMENT OF THE STATUS 

OF THE FEDERATION 


It is clearly not practicable at the present time to recognise 
the Federation as a fully self-governing member of the Commonwealth 
with a status equal in all respects to that of the other members since 
it is not internally self-governing and is subject to certain substantial 
limitations, particuarly in respect of the position of Africans both in 
three component Territories and in the Federation itself. 

2. That being so the problem to be decided is whether we can 
devise a status for the Federation which would be sufficiently close to 
that of a full Commonwealth member to make it likely that other 
Commonwealth countries would accept the Federation as a Common
wealth member on this basis. 

3. There is an analogy which could be helpful in this respect, 
v i z . , that of Newfoundland. 

4. Newfoundland, though it did not control its own external 
relations and did not adopt Clauses 2 - 6 of the Statute of Westminster 
(see Appendix) had long occupied a constitutional position similar to 
that of the other Dominions, it was recognised in the Statute of West
minster as a Dominion, and remained one until it was absorbed by 
Canada in 1949. 

5. There are two essentials to be ensured in the exercise now 
under consideration. 

(a)	 To safeguard the interests of Africans in the 

Territor ies and in the Federation in terms of 

the pledges that were given in 1953 (see 

paragraph 10 below). 


(b)	 Not to anticipate the Review of the Constitution 
which under the Constitution of 1953 cannot take 
place earlier than I960, and may take place any 
time between I960 and 1962* 

6. If these desiderata are to be secured, and if political 
difficulty with the Opposition is to be avoided, any arrangements that 
are set up must be such as neither to confer full Commonwealth status 
in the sense that it is enjoyed by Canada or Australia, nor in any way 
to take away from the full responsibility of the United Kingdom Govern
ment for the protection of African interests. 

7. My proposals in effect amount to the grant to the Federation 
of a status similar in many respects to that formerly enjoyed by 
Newfoundland; there would be a specific reservation that it would have 
no power under its new status to amend the Constitution otherwise, or 
to any greater extent, than it has at the moment; and the powers of the 
component Territor ies and of Her Majesty's Government in respect of 
Africans would be completely reserved. 



8. I invite my colleagues to consider the following ways in which 
this might be achieved. EITHER 

(a)	 ( i ) The Federal Prime Minister to be admitted to future 
Meetings of Commonwealth Prime Ministers as 
of right; 

( i i )	 the Federal Government to be formally recognised as 

a member of the Commonwealth (even though not fully 

self-governing) though it would not be accepted 

internationally as a sovereign State; 


( i i i )	 a greater measure of responsibility for conducting its 

external relations to be devolved on the Federation; 


(iv)	 the Federal Prime Minister to be given right of direct 

access to The Queen except in respect of certain 

matters such as reserved legislation, external 

affairs and the appointment of the Governor-General. 


OR 

(b)	 As at (a) above and in addition 

(v) The benefits	 of Sections 2 -6 of the Statute of Westminster 
to be extended to the Federal Government, subject to 
the reservations that follow. The effect would be that: 

( 1 )	 The Federal Government would be given full 
powers to make laws having extra-territorial 
operation. 

( 2 )	 No Act of the United Kingdom Parliament would 
extend to the Federation unless the Government 
of the Federation requested and consented to 
its enactment, except Acts of Parliament relating 
to African affairs, external relations, matters 
which are Territorial under the Constitution and 
the amendment of the Constitution. 

( 3 )	 The Colonial Laws Validity Act would not apply 
except in relation to any law made by the 
Federation in respect of the four exceptions 
mentioned in ( 2  ) above, 

9. If either of these alternatives were adopted the position of 
the Terr i tor ial Governments would remain precisely as at present. 
They would continue to enjoy all their present privileges and 
responsibilities and the control of them by Her Majesty's Government 
would remain unimpaired. The position of Africans in the 
Territories would continue to be safeguarded to the same extent as at 
present, and, as already explained, corresponding safeguards would 
be retained in respect of the position of Africans under the Federal 
Government. In particular, the functions of the African Affairs Board, 
to which Africans attach great importance,would be preserved. Power 
to amend the Constitution, save to the extent and in the manner that 
the Federation already has powers in this regard, would be reserved 
to the United Kingdom Government. This need not prejudicially affect 
the status of the Federation, for the Statute of Westminster embodies 
similar, though less extensive, reservations in the cases of Canada and 
Australia. 



10. Either of these solutions, if acceptable to the Commonwealth 
Prime Ministers, should meet Lord Malvern*s problem. He is not 
troubled about the international aspect. What he wants is to secure that 
the Federation shall be recognised as a Commonwealth country, with 
the right to sit at Pr ime Ministers' Meetings, preferably before the 
Gold Coast acquires full Commonwealth membership. The second 
alternative, with the extension of the benefits of sections (2) to (6) 
of the Statute of Westminster, would be more impressive. On the other 
hand, it would require legislation, whereas the f irst could probably 
be adopted without more than a single debate in Parliament, possibly 
on the tabling of a White Paper. 

Difficulties in any such scheme 

11. The main difficulties (which are examined in detail below) 
are:

(a) The pledges given in 1953 to Parliament; 

(b)	 Possible reactions on the Territorial Governments of 
conceding a wider measure of independence to the 
Federal Government; 

(c)	 Possible Commonwealth reluctance to see another 
Newfoundland; 

(d)	 The probable consequent much greater delay before 
the Federation could become an independent 
Commonwealth country in the full sense. 

(e)	 Repercussions elsewhere in the Colonial Empire; 

and in the case of the second alternative only, 


(f)	 Objections to extending the benefit of Sections 2 -6 

of the Statute of Westminster to the Federation. 


(A) The Pledges 

12, These clearly contemplate that the "des i re " of the people of 
the Territor ies shall have been expressed beforethe Federation moves 
on to Commonwealth status. The Preamble says:

"and whereas the association . . .  . in a Federation would 
foster partnership and co-operation between their 
inhabitants and enable the Federation, when those 
inhabitants so desire, to go forward with confidence 
towards the attainment of full membership of the 
Commonwealth . . . . " 

Lord Chandos in Parliament said:

unless the majority of the people so desire it . . . 
nothing short of that will enable any Government to 
approach a scheme of amalgamation or of a status 
which wil l end in Dominion status without the agreement 
of the inhabitants. I give a categorical assurance 
about that. " 



13, But need these pledges be construed as operating to prevent 
our proceeding as proposed? Since: 

(a)	 we should be confirming the full United Kingdom 

protection for Africans which it was their 

object to ensure; and 


(b)	 we should not be conferring full Commonwealth 

membership on the Federation. 


14. It would be necessary to reassure the Territories that 
the arrangements proposed did not place them at a greater disadvantage 
in relation to the Federation than they are at the present time. This 
would be difficult, if not impossible, unless on their side Federal 
Ministers were prepared in their public references to the arrangements, 
to make it quite clear that they accepted the present distribution of 
powers between the Federal and Territorial Governments and the present 
safeguards for Africans should remain unaltered. It would be more 
difficult if Sections 2 -6 of the Statute of Westminster were extended to 
the Federation than if they were not. 

(b) Commonwealth attitude to another "Newfoundland" 

15. (i) The new Dominions might suspect that the object was 
to devise an inferior status for new members and that the Gold Coast 
etc., would be given no more than the Federation was to receive. 

Need this necessarily give trouble? It would be made 
perfectly clear that while the Federation was not receiving that full 
international position that the Gold Coast would get, that had not been 
an obstacle to Newfoundland being accepted as a Dominion; and that it 
was only because of the reserved powers in respect of Africans, which 
could not be relaxed at this stage, that the problems of the Federation 
were being handled in this way. 

(ii) Pandit Nehru might take the line that what in effect the 
Prime Ministers were being asked to accept, was a multi-racial 
community run by a tiny minority of Europeans, The answer could be 
that we were continuing to give the fullest protection to the African, 
But this point if pressed by Pandit Nehru, might well be a very 
controversial one round the table. 

(iii) The "o ld" Dominions might regard a dilution of the 
Commonwealth concept as being involved. 

But after all, the Prime Minister of Southern Rhodesia, and 
thereafter of the Federation, has been accepted at their Meetings for 
twenty years. And one would expect them all to be sympathetic to the 
ambitions of the Federation and Mr. Strijdom in particular strongly to 
favour securing its position on the Commonwealth List. 

(iv) The Federation could not achieve full membership until, 
in terms of the Preamble, the inhabitants "so desire" . But it could be 
represented that the status of a member of the Commonwealth could, 
as in the case of Newfoundland, be conceded to the Federation within 
the Commonwealth, even though the Federation continued subject to 
limitations in respect of Africans and of foreign affairs, and its 
component parts retained their present status. Commonwealth countries 
accepted Newfoundland as a Dominion even though she did not choose to 
adopt the powers conferred by Sections 2 -6 of theStatute of Westminster, 



Admittedly the concept of Commonwealth membership has developed 
considerably since the Statute of Westminster, and Dominion Status in 
1931 denoted less than full Commonwealth membership does today. 

(C)	 Effect on pace of Constitutional progress of 
the Federation 

16. These arrangements may well postpone full membership of 
the Commonwealth for the Federation, and they would affirm the powers 
of the Territorial Governments within the Federation. But they would 
seem to us to meet Lord Malvern (who would, it seems, be prepared to 
pay that price) in his desire to get the Federation into Commonwealth 
membership before or with the Gold Coast. Moreover, they would 
reduce the risk of a split inside the Federation (particularly important 
now that we are committed to very heavy Kariba expenditure), or of a 
head-on collision between Her Majesty's Government and the intransigent 
white element; and yet would protect the Africans. 

17, Equally, it has to be accepted that there could be no question 
for a long time to come of reducing the number of governmental units 
in the Federation and Lord Malvern has made it quite clear that he is not 
considering or proposing "amalgamation" in any form. 

(D)	 Need there be awkward repercussions elsewhere in 
the Colonial Empire ? 

18, The importance of this is obvious. It would be embarrassing 
for Her Majesty's Government to be faced with a demand that they should 
retain corresponding responsibilities, e .g . in the Gold Coast for the 
Ashanti or the Northern Chiefs. It would be equally embarrassing if 
either the Nigerian Federation as a whole or, as is more probable, the 
Western and Eastern Regional Governments, after they have attained 
their independence in regional matters, were, on the basis of the 
precedent which would be created, to demand Commonwealth membership. 
But it is arguable that the position of the Federation is unique. It is a 
combination of a Terr i tory which was a half Dominion which could not 
unfairly have claimed membership of the Commonwealth in its own 
right had the Federation not come into being - and of two Protectorates. 
All three areas have for a great many years had separate, and indeed 
different political and governmental systems. They are not sections 
of a single territory which has hitherto been governed as such. 

(E)	 Difficulties over conceding the powers in Sections 
2-6 of the Statute of Westminster 

19. Sections 5 and 6 of the Statute of Westminster which deal with 
shipping are of no practical importance in the present connection. It 
is Sections, 2, 3, and 4 the effect of conceding which is set out in 
paragraph 8(b) above, that are of constitutional significance. 

With the reservations proposed in paragraph 8(b) above, 
I do not think there is any danger in applying these sections, and the 
political value to the Federal Government of doing so is obvious. 



20. I suggest that we consider the adoption of the first alternative, 
provided this satisfies Lord Malvern and is acceptable in principle to 
other Commonwealth Governments. This would have the advantage of 
avoiding legislation and should make the proposal less difficult to handle 
in Parliament and in the Northern Territories. If Lord Malvern does 
not consider that the first alternative would meet his political difficulties, 
or if any of the other Commonwealth Prime Ministers consider that the 
Federation should not be given membership of the Commonwealth 
without legislation to confer the limited Statute of Westminster powers 
mentioned in paragraph 8 above, I would recommend that we should be 
prepared to consider adopting the second alternative with the limited 
Statute of Westminster powers. This would require further careful 
examination and we should do no more than obtain the agreement in 
principle of Commonwealth Prime Ministers to such an arrangement 
if, after further examination, it should be found to be practicable. 

H. 


July, 1956. 
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Statute of Westminster, -1931 
4Glauses 2-6,

35 m m 
2, ( 1 ) . The Colonial Laws. Va l id i ty Aot, 1865, sha l l not 
apply to any law made after the commencement of th is Act 
by the Parliament of a Dominion. 

( 2 ) ' No law and no provision of any lav/ made after 
the commencement of this Act by the Parliament of a 
Dominion sha l l be void or inoperative on the ground that i t 
i s repugnant to the law of England, or to the provisions of 
any exist ing or future Act of Parliament of the United 
Kingdom, or to any order, rule or regulation made under any 
such Aot, and the powers of the Parliament of a Dominion 
sha l l include the power to repeal or amend any such Act, 
order, ru le or regulation in so far as the same i s part of 
the law of the Dominion. 

3 . It i s hereby declared and enacted that the Parliament 
of a Dominion has f u l l power to make laws having ex t r a 
t e r r i t o r i a l operation. . 

h.. No Act of Parliament of the United Kingdom passed 
a f ter the commencement of th is Act sha l l extend, or be 
deemed to extend, to a Dominion as part of the lav/ of that 
Dominion, unless i t is expressly declared in that Act that 
that Dominion has requested,. and consented to, the enact
ment thereof. 

5. Without prejudice to the general ity of the f o r e 
going provisions of this Act, sections seven hundred and 
th i r t y - f i v e and seven hundred and th i r ty - s i x of the Merchant 
Shipping Act, 18924., sha l l he construed as though reference 
therein to the Legis lature of a Br i t i sh possession did not 
include reference to the Parliament of a Dominion. 

6. Without prejudice to the general i ty of the foregoing 
provisions of this Act, sect ion four of the Colonial Courts 
of Admiralty Act, 1890 (which r equires certain laws to be 
reserved for the s ign i f i cat ion of His Majesty ! s pleasure 
or to contain a suspending clau s e ) , and so much of 
section seven of that Act as re quires the approval, of 
His Majesty in Council to any r ules of Court for regulat ing 
the practice and procedure of a Colonial Court of Admiralty, 
sha l l cease to have effect in any Dominion as from the 
commencement of th is Act. 

35 s 
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BUILDING CONTROL 

MEMORANDUM BY THE CHANCELLOR OF THE EXCHEQUER 

I am circulating with this paper the recent exchanges in Parliament on the 
subject of building licensing. I am not now asking for any decision—except the 
decision not at present to reach a final decision. 

2. We should deal with this matter on practical and not on doctrinaire 
grounds. For my part, I am still considering where the practical balance of 
advantage may lie during the next few years. 

3. The advantages of building control, as a permanent weapon in the armoury 
against inflation, are obvious. If we had had this control at our disposal during 
the past year we would have used it, and we would have been glad of it. 
It would have helped us to damp down the excessive pressure of demand. It 
would also have helped politically; for it is obviously unfortunate that petrol 
stations should have become the " ground nuts " of current political controversy. 
I do not suggest that we should return to building control at the moment. But we 
should not be afraid to learn from the lessons of our recent experiences, when we 
are devising our constructive economic policy for the future. 

4. We ended building control in November 1954 because it seemed as though 
the building industry would be able to meet all demands on it in 1955. In other 
words, we assumed that building control was analogous to food rationing or raw 
material allocation—a control to be ended as soon as the building industry had over
come the shortage of bricks and mortar. I think it is now clear that this view was 
too simple. It is not the building only that counts. It's what goes into the building 
—tools, equipment, &c. Building control is very different from other forms of 
domestic physical control in that it is, in effect, a control on investment. In 
retrospect, it was clearly a pity that we removed this control just when an investment 
boom showed signs of getting under way and out of control. 

5. In 1954 my predecessor rightly took steps to stimulate investment. 
To-day, there is a wide consensus of opinion—by no means confined to any one 
political party—that Britain needs to devote greatly increased resources to 
productive investment if she is to maintain her position in world trade. But the 
events of the last year have shown very clearly that an investment boom, once it 
gains momentum, can well up and overwhelm us like a flood. Monetary policy is 
inevitably slow to operate upon the economy at a time when a very large number 
of investment projects have already been embarked upon. Furthermore, there is 
what economists would term the " multiplier effect" of an investment boom. If 
we stimulate productive investment, then non-productive investment (office 
blocks, &c.) and consumption will tend to rise as well. Thus we need to have 
sufficient weapons in our economic armoury to ensure that we can achieve an 
increase in our capital wealth without the risk of inflation due to excess of total 
demand. It is this that we failed to do in 1954 and 1955. " Hinc illae lachrymae." 
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6. There is also the balance of payments aspect. Our ambition is to achieve 
a regular annual balance of payments surplus of at least £300 millions. In the long 
run, an increase in the level of productive investment will prove essential if Britain 
is to maintain her position in world trade. Yet in the short run, we have seen to our 
cost, an investment boom can have a severe impact on our balance of payments— 
especially as our export markets are largely markets for investment goods. I have 
serious doubts whether we shall find it practicable to resolve these difficulties, even 
if substantial reductions are made in defence expenditure, by monetary and 
budgetary controls alone—though of course they will still have a major part to 
play. It may therefore be desirable, as a matter of long-term policy, to reintroduce 
building licensing as a means of keeping an investment boom under control. 

7. I have not finally made up my mind what to recommend on this matter. 
Building licensing is, of course, a detailed and expensive control to administer; 
though the number of staff required does to some extent depend on the licensing 
limits in force. There is also the political difficulty. But it is worth remembering 
that, at the present time, no one can borrow from the market or by issues of shares— 
even privately—more than £10,000 without my consent. It does seem rather 
absurd to argue that our principles permit this interference with individual liberty, 
but that they forbid us to exercise direct control over building projects however 
much they cost. I think much would depend on our being able to represent the 
reintroduction of building control, not as an expedient forced on us by 
circumstances, but as part of a constructive policy designed to raise the level of 
investment (without exposing us to the risk of renewed inflation) and to strengthen 
the pound. 

8. To introduce building licensing would, of course, require legislation. I do 
not intend to propose this course to my colleagues in the immediate future. But I 
shall continue to weigh the arguments carefully during the next few months, and I 
may feel bound to recommend that we take the necessary legislative powers. I hope, 
therefore, that my colleagues will feel able to avoid taking firm positions in public, 
for or against, at any rate on dogmatic grounds. 

H. M. 

Treasury Chambers, S.W.1. 



ANNEXE 

Hansard, 12th June, 1956, Cols. 232-3 

33 and 34. Mr. H. Wilson asked the Chancellor of the Exchequer (1) whether, 
in view of the continued strain to which the economic system is subject, he will 
now introduce legislation to enable Her Majesty's Government to control less 
essential building developments; 

(2) whether he will now reinforce his existing policies for the support of sterling 
by introducing control over less essential imports. 

35. Mr. Hunter asked the Chancellor of the Exchequer whether, with a view to 
strengthening the Governments financial and economic policy, he will now 
reintroduce building licences. 

38. Sir R. Boothby asked the Chancellor of the Exchequer whether he will 
introduce legislation to enable him to bring private building under control. 

Mr. H. Macmillan: I made my position clear in the debate on the economic 
situation on 20th February. In my view these matters should be decided on practical 
and not on doctrinal grounds. This is the principle of the Middle Way, from which 
I have never swerved. 

Mr. Wilson: But is the right hon. Gentleman aware, in respect of building 
licensing, that despite the harsh measures which he has introduced, in many 
directions, of monetary control, there is still an overload on the national economy, 
caused partly by inessential building? If he were to apply practical considerations 
to the matter, would he not apply control to that rather than to essential building 
which he has stopped? 

Mr. Macmillan : There are practical considerations, and those are the ones that 
I have tried to apply. There is a balanced argument here. I have heard a great 
deal about the expenditure on petrol pumps, for example, but the actual expenditure 
in the last year of control was £4 million and last year was £7 million. When it is 
remembered that there are twice the number of cars that there were in 1939, there 
is a certain argument there. The total of private and miscellaneous building 
amounts to about 8 per cent, of the whole, but I am not denying that it might be 
convenient to have this weapon in our internal armoury under certain conditions. 
All I say is that I try to judge these matters on a practical and not a dogmatic basis. 

Sir R. Boothby : Would the right hon. Gentleman not agree that in our present 
rather difficult economic situation it is not justifiable to continue to build such 
things as offices, dwelling-houses and petrol pumps without any limit whatsoever? 
Would it not really be desirable to take powers, even if they were very moderately 
exercised, to prevent completely wasteful expenditure? 

Mr. Macmillan: Yes, Sir, but as my hon. Friend knows, and as I have said, 
while I do not deny that it might be useful to have this weapon in our armoury 
it would require legislation and, so far as I can see, we have quite a lot of legislation 
to get through. 

Mr. Hunter: Is the right hon. Gentleman aware that some newspapers which 
support the Government have reported that he is considering reintroducing building 
licences as an aid to his economic and financial policy? Are we to take it that 
the right hon. Gentleman's replies are a denial of those newspaper reports? 

Mr. Macmillan: I have referred to what I said in the debate on 20th February, 
and I stick to it. I said then: 

" I do not think that either side of the House was very much enamoured 
of the building control. But I have not ruled it out of my thoughts."—[OFFICIAL 
REPORT, 20th February, 1956; Vol. 549, c. 46.] 
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CABINET 

R U R A L W A L E S 


MEMORANDUM BY THE SECRETARY OF STATE FOR THE HOME DEPARTMENT AND 


MINISTER FOR WELSH AFFAIRS AND THE MINISTER OF AGRICULTURE, 


FISHERIES AND FOOD 


We attach the draft of a White Paper on Rural Wales. 
2. In July 1953 a Report by the Rural Development Panel of the Council 

for Wales and Monmouthshire was published (Cmd. 8844) drawing attention to 
the steady loss of population in rural Wales and pointing out that agriculture, 
the main industry in the upland areas, was economically vulnerable. The Report 
proposed the establishment of a Development Corporation with the object of 
further subsidising the existing economy from Government funds. In the White 
Paper on Rural Wales published in November 1953 (Cmd. 9014), the Government 
rejected the idea of a Development Corporation, but agreed that action was needed 
to help the rural areas of Wales to achieve a more stable economy and greater 
prosperity. They announced that, as one of the first steps to this end, the Welsh 
Agricultural Land Sub-Commission would be asked to advise on the best use 
of land in a specimen Welsh upland area. 

3. The Sub-Commission's Report was published in December 1955 
(Cmd. 9631). Its recommendations can be briefly summarised under four main 
headings, namely: 

(i)	 Agriculture: The type of farming should be mainly livestock rearing, 
and farms should be larger in order to become economically viable. 
No compulsion should be used, but farms should be encouraged to 
amalgamate, and the administration of agricultural subsidies should be 
aimed to help this natural development. 

(ii)	 Forestry: There should be more extensive afforestation of the upland 
areas, and afforestation should be closely integrated with agriculture. 

(iii)	 Basic Services: Encouragement should be given to the co-ordinated 
improvement of the basic services such as housing, water supply, 
electricity, and roads, in order to provide a firm base for the future 
development of agriculture and forestry. 

(iv)	 Co-ordination of rural development: Machinery should be set up for 
ensuring that the development of upland areas is guided on economic 
lines without waste of resources. 

4. This Report was referred by the Ministry of Agriculture to a number 
of outside bodies in Wales, including the Council for Wales and Monmouthshire. 
Their views on the Report were by no means unanimous, and in particular the 
Council reaffirmed the view which had been already rejected by the Government 
that the existing uneconomic pattern of small farms should be maintained by 
further financial aid applied through some special agency. 

5. Acceptance of the Report will thus not be altogether acceptable to Welsh 
opinion, but the suggested qualifications should do much to reduce controversy. 
We well appreciate the reason behind the views of the Council which is concerned 
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with preserving the existing traditional form of society and culture in rural Wales. 
But this could only be done by the continuation and extension of Government 
financial assistance which could not be defended. We agree with the Sub-
Commission that if stability and prosperity is to be restored, the administration 
of existing grants and subsidies and the planning of basic services . must be 
directed towards a pattern of farming in accordance with present-day economic 
circumstances. We also agree that the upland areas can be helped by the extension 
of afforestation and its close integration with agriculture. 

6. We invite the approval of the Committee to the presentation to Parliament 
by the Minister of Agriculture as soon as possible of a White Paper announcing 
these intentions in the form of the attached draft, subject to any minor drafting 
amendments which may be agreed. 

G. LL.-G. 
D. H. A. 

4th July, 1956. 



DRAFT WHITE PAPER ON RURAL WALES 

Introduct ion. 

The Government have considered the va luab l e repor t on the 

Mid-Wales I n v e s t i g a t i o n by the Welsh A g r i c u l t u r a l Land Sub-

Commission (Command 9 6 3 1 ) in the l i g h t of the comments by the 

i n t e r e s t e d b o d i e s , inc lud ing those of the Counci l f o r Wales and 

Monmouthshire. In reaching t h e i r conclusions they have a l s o 

had the b e n e f i t of the adv ice of the Welsh H i l l Farming Adv isory 

Sub-Cpmmittee and of the work which the Natural Resources 

( T e c h n i c a l ) Committee has been doing over r ecent years on the 

problems of upland areas. 

2. The Government i s i n genera l agreement w i th the recommenda

t i ons in the r e p o r t , and i n p a r t i c u l a r that there is a need to create 

more s t ab l e cond i t i ons i n the remoter upland areas o f Wales. 

They cons ider that p r o s p e r i t y , s tab l e employment, and improvement 

of s e r v i c e s i n the ru ra l areas of Wales can bes t be promoted by 

the development of a g r i c u l t u r e on the bas i s of economical ly v i a b l e 

and we l l - equ ipped farms, coupled w i th an extens ion o f f o r e s t r y . 

A g r i c u l t u r e 

3. The S u b-Commission's ana lys i s broad ly confirms that of the 

Rural Development Panel of the Counci l f a r Wales and Monmouth. 

The a g r i c u l t u r a l s i t u a t i o n i s complex, and a process of adapta

t i o n to changing economic cond i t i ons i s taking p l a c e . 

k* Many farmers are taking advantage of t echn ica l and financial help 

to improve t h e i r farms, and t h e i r homes. But o the r s , e s p e c i a l l y 

in the remoter d i s t r i c t s , are s e l l i n g t h e i r farms f o r a f f o r e s t a 

t i o n , f o r summer graz ing or f o r amalgamation wi th other farms. 

Others on small farms on poor land are securing a modest l i v i n g 

by g r ea t phys i ca l e f f o r t , by the f u l l use of product ion g ran t s , 

and by concent ra t ing on l i q u i d mi lk product ion. In these ways 

some farms are growing; o thers are d isappear ing or w i l l be 

abandoned when the present age ing occupier departs . There 

i s , t o o , s t i l l a subs tant ia l movement of populat ion from the 



upland a reas , although t h i s has to some extent been checked by 

a f f o r e s t a t i o n , and the ope ra t i on &f H i l l Farming and L i v e s t o ck 

Rear ing Ac t s . 

5o The Government f u l l y apprec i a t e the complex i ty of these 

developments which are of wide s o c i a l s i g n i f i c a n c e . They agree 

w i th the Sub-Commission's v i ew that a c t i on should be designed to 

" a s s i s t the rura l economy to adjust i t s e l f in the l i g h t of changing 

cond i t i ons so as to reach a new s t a b i l i t y , T h e y a l so agree tha t 

the most promising way o f doing t h i s i s t o he lp the development 

of economic and we l l - equ ipped farms based on the type o f a g r i c u l 

ture most sui ted to the g r ea t e r pa r t cf the upland area c ' , namely, 

the r ea r ing of c a t t l e and sheep. This should be done without 

r e s o r t i n g to compulsory means, 

6. A g r ea t d ea l has a l ready been done under the H i l l Farming and 

L i v e s t o ck Rear ing Ac ts , A l r eady work amounting to £3f m i l l i o n 

has been g ran t -a ided i n Wales . This f i n a n c i a l a ss i s tance f o r the 

bas i c improvement of the farms, coupled wi th the product ion g r a n t s , 

has brought new l i f e to many pa r t s of upland Wales , 

7o The Government are convinced that t h i s c ons t ruc t i v e work must 

go on. Since the Sub-Commission r epor t ed , they have announced 

t h e i r i n t e n t i o n of extending u n t i l 1963 the pe r i od i n which schemes 

f o r improving l i v e s t o c k r e a r i n g land may be submitted and o f 

increas ing by £5 m i l l i o n the l i m i t on grants f o r that purpose. 

I n the Government'S v i ew the extens ion of these p r o v i s i ons w i l l 

meet c e r t a i n of the po in t s the Sub-Cemmission had i n mind, in 

p a r t i c u l a r , i t w i l l supersede t h e i r recommendation f o r 

r a t i o n a l i s a t i o n g ran ts . 



The Government are con f ident that farmers and landowners in Wales 

w i l l a v a i l themselves of t h i s fur ther oppor tuni ty to carry out 

comprehensive improvements under the H i l l Farming and L i v es t ock 

Rearing A c t s , and so put t h e i r farms on to a sounder economic foot ing. 

8. Cons iderat ion has a lso been g i ven t o the recommendation about 

the sponsoring o f pre fabr icated , b u i l d i n g s . The use of such 

bu i ld ings is l i k e l y to be l i m i t e d , but the M in i s t r y of A g r i c u l t u r e , 

F i she r i e s and Food i s arranging f o r the compilation o f a l i s t o f 

f i rms , making par ts o f such b u i l d i n g s , which can be used in 

connect ion wi th adv isory work. The Government do no t , however, 

consider that i t would be p r a c t i c a b l e to organise a contract s e r v i c e 

f o r the improvement of farm roads and farm yards u t i l i z i n g the 

t echn ica l s e r v i c e s o f highway a u t h o r i t i e s or p r i v a t e c o n t r a c t o r s , i n 

view of the remoteness of many o f the upland ho ld ings , and the 

considerable burden of work a l ready f a l l i n g on highway a u t h o r i t i e s . 

9. The Government agree wi th the Sub-Commission that the balance 

of economic argument i s in favour of i nc r eas ing the s i z e of many of 

the upland farms. Amalgamation, as the Sub-Commission po in ts out , 

has been go ing on f o r many years and seems l i k e l y to cont inue. 

The younger gene ra t i on w i l l not s tay in the h i l l s un less they see 

the prospect o f combining the h i l  l f a rmer ' s independence with a 

higher standard of l i v i n g than t h e i r parents were able to a t t a i n . 

The Government b e l i e v e that the c r e a t i o n o f s tab l e condi t ions i n 

the ru ra l areas can be achieved only by encouraging the trend towards 

more s t ab l e and economic un i t s and share the v iew expressed i n the 

Report that f i n a n c i a l ass is tance should he lp forward t h i s i n e v i t a b l e 

development. 

10. The Government consider xhat grants under the H i l l Farming and 

L ivestock Rearing Ac ts have a l ready a s s i s t e d and can, i f administered 

on sound p r i n c i p l e s , a s s i s t s t i l l f u r the r i n th i s p rocess . 

Amalgamation i s not usua l l y based on the l a r g e farm, which in 

many cases i s l a r g e enough a l r eady , but on the medium-sized farm, 

which i s , or i s capable as a r e s u l t o f r e h a b i l i t a t i o n o f becoming, 

an economic un i t and prov id ing the nucleus around which a 



l a rger holding can l a te r develop. This i s pa r t i cu la r ly the case 

where such a farm i s in the hands of an able and energetic farmer. 

I t is just such a farmer who is most l i ke l y to submit an improvement 

scheme under the Acts. 

11, The Acts w i l l therefore be administered on the fo l lowing 

principles,, In the f i r s t place, the land, as regards qual ity and 

s ituat ion, must be more su i tab le for l ivestock ra is ing than fo r 

other purposes. This means in part icu lar that land more s u i t 

able f o r growing trees w i l l be excluded. Secondly, the expendi

ture of publ ic money on rehab i l i t a t ion can only be j u s t i f i ed i f 

the unit concerned i s , or i s l i k e l y to become as a resu l t of 

improvement, a v iab le economic unit . The Sub-Commission recem

mended that a whole-time upland farm unit should, in their view, 

be l a rge enough te maintain 500 Welsh breeding ewes throughout the 

year, or an equivalent number of other stock, They regarded this 

as an optimum s ize . No such standard can be un iversa l ly 

applicable and i t i s inevitable that opinion should d i f f e r as to 

what is the most sui+able standard to aim at in the d i f ferent 

parts of rura l Wales. In a l l the circumstances the Government 

have decided that the most pract icab le method of working towards 

the objective of v i ab l e economic units i s to a s s i s t farms which 

y ie ld to the occupier a net income at least equivalent to that 

enjoyed by an ag r i cu l tu ra l worker. In the Government's view the 

firm appl icat ion of theoe pr incip les w i l l contribute oubstantia l ly 

to the emergence of many more v i ab l e farms of the type recommended 

by the Sub-Commission, 

12. The Government agree with the Sub-Commission's view that there 

w i l l continue to be a place in the upland community for a number of 

medium and small farms which w i l l provide an addit ional source of 

income to the part-t ime v/orker and preserve an entry into farming 

for the young and ambitious man with limited experience and cap i ta l . 

Although such farms w i l l not be e l i g i b l e for assistance under the 

H i l l Farming and Livestock Rearing Acts, they w i l l continue to 

qual i fy in suitable cases for other Government f inanc ia l assistance 

to agr icu l ture . 
Forestry 

13. The Government agree with the conclusion set out in paragraph 



12h ( f ) o f the Report that " t h e development of a f f o r e s t a t i o n , 

p rope r l y i n t e g r a t e d wi th a g r i c u l t u r e , w i l l s t rengthen the s o c i a l 

and economic f a b r i c of the countrys ide and a s s i s t m a t e r i a l l y in 

the r e h a b i l i t a t i o n of the upland a r e a s . " 

1q., They agree w i th the broad c l a s s i f i c a t i o n by the Sub-

Commission o f the types of land in the survey area and w i t h t h e i r 

v iew that the re are l a r g e areas which are economica l ly more 

su i t ab l e f o r f o r e s t r y than f o r a g r i c u l t u r a l development and o ther 

areas w i th an uncer ta in a g r i c u l t u r a l f u t u r e . In these areas there 

i s scope f o r ex t ens i v e p l an t i ng by the F o r e s t r y Commission. 

I n t e g r a t i o n of A g r i cu l tu r e and Fo r e s t r y 

15. The Government endorse the v i ew that there should be "the 

c l o s e s t c o - ope ra t i on between a g r i c u l t u r e and f o r e s t r y i n t e r e s t s , 

which r e q u i r e to be co -o rd ina ted l o c a l l y , as they are cn p r o p e r l y 

managed e s t a t e s . " The Government b e l i e v e the c l o s e s t i n t e g r a t i o n 

of a g r i c u l t u r e and f o r e s t r y w i l l be of b e n e f i t to bo th , and to the 

upland areas , For example, t r e e s can p rov i d e s h e l t e r and t imber 

f o r farm needs; f o r e s t r y b r i ng s new b lood i n t o an area, p rov ides 

d i v e r s i t y o f employment, and permits the seasonal exchange o f 

labour w i th a g r i c u l t u r e ; and the s e r v i c e s which f o r e s t r y needs 

can o f t e n be planned to a s s i s t both industr ies . , 

169 There i s a l ready c l e s e consu l ta t i on between the F o r e s t r y 

Commission and the M in i s t r y of A g r i c u l t u r e , F i s h e r i e s and Food 

over not only the use o f a g r i c u l t u r a l land f o r a f f o r e s t a t i o n , but 

a l so the p a t t e r n and timing *f p l an t i ng . County A g r i c u l t u r a l 

Execut i ve Committees are consul ted by o f f i c e r s of the M in i s t r y on 

a l l major proposa ls f o r a f f o r e s t a t i o n i n t h e i r count i es . These 

arrangements f o r consu l ta t i on w i l l be cont inued. In a d d i t i o n the 

Government hope that owners and occupiers i n s u i t a b l e l o c a l i t i e s w i l l 

themselves co -opera te i n schemes o f p l a n t i n g which w i l l a s s i s t the 

i n t e g r a t i o n o f agrjcul ture and f o r e s t r y . 

17. The M in i s t e r of A g r i c u l t u r e , F i s h e r i e s and Food has 

acquired a s i t e at Pw l l p e i r an in Cardiganshire which i t i s proposed 

to d e v e l o p , in conjunct ion w i th the F o r e s t r y Commission, as an 

Exper imental H i l l Husbandry Farm. Th is w i l l enable p r a c t i c a l 

exper iments i n i n t e g r a t i n g a g r i c u l t u r e w i th f o r e s t r y to "be 

under taken., 



18. The Forestry Commission f u l l y accept the speci f ic recom

mendations included in ( i ) to ( v i i i ) of paragraph 126(e) of the 

Report, which indeed l a rge ly represent an extension ef the 

Commissions po l i cy , and are taking action as f o l l o w s : 

( a ) Pattern of Planting 

Wherever poss ib le planting by the Commission w i l l be 

so planned as to provide the maximum benef i t to agr icu l ture , 

while parts of areas acquired for fo res t ry v/hich are more 

suitable f o r agr icu l ture w i l l be a l located for that purpose, 

pa r t i cu la r l y where the construction of forest roads w i l l 

make the land more access ib le . In addition the Commission 

are prepared to accept quite small areas for planting. 

(Recommendations ( i i ) and ( i v ) , ) 

( b ) Fencing 

Where the Commission have made plantations on h i l l 

land and upland grazings, they w i l l maintain fences which 

they have erected or maintained for the protection of their 

young p lantat ions , even when they are no longer required 

f o r that purpose, so long as this is essent ia l in the 

interest of stock grazing on adjoining h i l l land and upland 

grazings, These arrangements w i l l not apply to roadside 

fences or to fences in respect of .vhich an adjoining owner 

or tenant has a written contractual l i a b i l i t y . Nor do they 

imply any l e ga l l i a b i l i t y on the Commission which would not 

otherwise rest on them. But the Commission h**pe that this 

policy w i l l be regarded as an act of good w i l l to the h i l l 

farming community whose neighbours they have become, 

(Recommendation ( i i i ) .  ) 

( c ) Roads and Provisions of Services 

The Commission w i l l plan the roads which they must 

bui ld for f o res t ry purposes so that wherever poss ib le they 

can be of service to farms and sheep walks in the v i c in i ty . 

In addition the Commission w i l l be prepared to make a v a i l 

able to adjoining farmers, on a contract b a s i s , equipment 



and labour f o r road-making, d ra inage , and o ther heavy work 

where i t can he spared without de t r iment to the Commission's 

own opera t i ons , (Recommentations ( i  ) and ( v )  , ) 

( d ) Fores t Labour 

The Commission w i l l make arrangements t h a t , wherever 

p o s s i b l e , f o r e s t workers w i l l be r e l e a s e d during the summer 

months f o r work on ad jo in ing farms, t ranspor t be ing p r o v i d ed , 

where a v a i l a b l e , on a repayment basis, , (Recommenatipn ( v i ) , ) 

( e ) Housing of Fores t Workers 

The Commission have adopted the p o l i c y o f housing f o r e s t 

workers i n e x i s t i n g v i l l a g e s and hamlets wherever t h i s can be 

done so as to strengthen and d i v e r s i f y the present community 

l i f e , (Recommendation ( v i i ) , ) 

( f  ) Ass i s tance from Farming Community 

The Commission welcome the proposa l that farmers should 

be prepared t o a s s i s t the F o r e s t r y Commission by keeping 

horses f o r casual haulage work, keeping a l ook-out f o r f i r e s , 

e t c , , and indeed are a p p r e c i a t i v e of the ass i s tance which they 

have always r e c e i v e d from t h e i r neighbours. (Recommendation 

( v i i i ) o ) 

Basic Se rv i c es 

19, The Government agree that the improvement o f bas i c s e r v i c e s 

should be planned so as to f o s t e r the c r ea t i on of a more s tab l e 

economy. As the development and i n t e g r a t i o n of a g r i c u l t u r e and 

f o r e s t r y leads to the growth of more a c t i v e ru ra l communities the 

demand f o r the b a s i c s e r v i c es w i l l inc rease and the Government expec t 

to see a cont inuing long-term development of these s e r v i c e s . Much 

has a l ready been done and improvement i s gont inuing . The 

Government i s s a t i s f i e d that a good dea l mere can be achieved w i t h 

the a id of the p resent wide and cons ide rab l e f a c i l i t i e s f o r 

f i n a n c i a l a s s i s t ance . These are r ev i ewed b r i e f l y in the 

f o l l o w i n g paragraphs, 

20.  I n the ru ra l areas of Wales the improvement o f e x i s t i n g 

houses i s of p a r t i c u l a r importance. This process has a l ready 



begun and i t ' s h o u l d be poss i b l e t o ca r ry i t a good dea l f u r the r 

i n the next few y e a r s , w i th the ass is tance of improvement grants 

under the H i l l ^arming and L i v es t ock Rearing Acts and^the Housing 

A c t s , In add i t i on the e r e c t i o n of counc i l houses i s proceed ing 

and w i l l be continued both to r ep l a c e u n f i t unimproveable houses 

and to add t o the t o t a l a v a i l a b l e supply of houses, i nc lud ing 

those r equ i r ed f o r f o r e s t workers who, in some areas are l i k e l y 

to r epresent the main demand f o r add i t i ona l houses. The Government 

note the recommendation that co t tages are r equ i r ed f o r r e t i r e d 

farmers , but they do not think i t would be j u s t i f i a b l e to ask l o c a l 

a u t h o r i t i e s to make s p e c i f i c p r o v i s i o n of co t tages at subs id ised 

low rents f o r th i s s p e c i a l c l a ss of the community, i t should be 

remembered, however, that Sec t i on 5 of the Housing Subsidies Act , 1956 

p rov ides f o r a d d i t i o n a l housing subs id ies in areas where continued 

housebui ld ing by the l o c a l au thor i t y would r e su l t in an unreason

ab le r a t e burden and th i s p r o v i s i o n may w e l l be v a luab l e in upland 

r u r a l Wales. 

21. Pub l i c piped water suppl ies w i l l continue to be deve loped . 

Since 1st August, 19^5, ru ra l water supply schemes est imated to 

cos t eve r £8 m i l l i o n , towards which i t has been agreed to pay 

£ 3 . 2 5 m i l l i o n of Exchequer g ran t , have been approved by the 

M in i s t r y of Housing and Local Government and these schemes a f f e c t 

86k par i shes i n 53 r u r a l d i s t r i c t s . Since 191+9 the M in i s t r y of 
A g r i c u l t u r e , F i s h e r i e s and F*od have agreed to pay some £325,000 

towards eg pub l i c ru ra l water supply schemes. Under both s e t s of 

powers such schemes are s t i l l be ing promoted and c ons t ruc t i ona l 

work i s go ing forward s t e a d i l y . I t should be r e cogn i s ed , however, 

that many o f the upland farms d iscussed i n the Report can never 

be connected economical ly to a pub l i c piped water supply. 

I n d i v i d u a l l o c a l suppl i es w i l l have to be arranged. Grants t o 

a s s i s t the p r o v i s i o n s f such suppl i es are a v a i l a b l e under a g r i c u l 

ture l e g i s l a t i on and a l so as pa r t of the grants f o r house improvement. 



22a Steady progress i s be ing made in iii-in.fi:ins eleoCi - i c i t y to 

the r u r a l areas of Wales . In 1948, only 1h per cent , o f farms 

in Wales had a mains e l e c t r i c i t y supply, but by 1st A p r i l , 1956, 

the p r opo r t i on had r i s e n to nea r l y 1+0 per cent . The growth o f 

ru ra l e l e c t r i f i c a t i o n was slow at f i r s t , because a h igh v o l t a g e 

backbone network had t o be e s tab l i shed be f o r e suppl ies could be 

taken to many i nd i v i dua l premises. But now, more than 2,500 

farms are be ing connected to e l e c t r i c i t y mains in  W a l e s each year 

by the E l e c t r i c i t y Boards, 

23,  I n the par t of r u r a l Wales covered by the Repor t , the mi leage 

of trunk and c l a s s i f i e d roads i s 63 per cent,, of the t o t a l as 

compared w i th h8 per cent , in the whole of England and Wales. 

This i n d i c a t e s that the p ropo r t i on o f roads f o r the maintenance 

and improvement of which money i s made a v a i l a b l e from c e n t r a l 

funds, i s a l ready v e r y h igh . I t would not be reasonable t o 

contemplate any inc rease i n the r a t e of expenditure on these roads. 

But the Government hope tha t , when economic circumstances permi t , a 

cons iderab l e mi l eage o f u n c l a s s i f i e d and unadopted roads can be 

improved f o r the b e n e f i t of a g r i c u l t u r e and f o r e s t r y w i th the 

ass i s tance of grants from the M i n i s t e r of A g r i c u l t u r e , F i s h e r i e s 

and Pood under the p r o v i s i o ns of the Ag r i cu l tu r e (Improvement 

of Roads) A c t , 1955. This Act was introduced w i th the problems 

of Wales p a r t i c u a r l y in mind as a r e s u l t o f the undertaking g i v en 

i n paragraph 33 of the White Paper o f 1953 (Command 901h). 

Co -o rd ina t i on of Rural Development 

2h. The Government have g i v en the most c a r e fu l c ons ide ra t i on 

to the Sub-Commission's recommendation that machinery should be 

set up " f o r ensuring that the development of upland areas i s 

guided on economic l i n e s wi thout waste of r e s o u r c e s . " They have 

a lso been concerned to ensure that maximum r e s u l t s are ach ieved 

in the next few y e a r s . Both these po ints were c l e a r l y i n the 
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m i n d B o f tho Ooimoil f o  r W a l e s e u v i M o n m o u t h s h i r e ; i t v veopnanending 

that a new body should be set up with such duties as ass ist ing loca 

authorities in the provision of basic services, of dealing with 

the reorganisation of holdings, and providing f h e o o ox-aruating 

machinery needed to handle p r o b i o r , w a r i s ing from the development 

of f o res t ry . T h e Government are unable to agree with the Counci l 's 

speci f ic recommendations as to the nature of the body required, 

but they recognise the importance of improving, and, i f necessary, 

supplementing the exist ing machinery. 

25, The Minister for Welsh A f f a i r s is able to keep a close watch 

on the development of Government policy in rura l Wales, and, by 

consultation with his col leagues, to ensure co-ordination of the 

work being done. For the planned development of the natural 

resources of rura l Wales recommended by the Sub-Commission, however 

the Government accepts that i t would be an advantage to provide 

machinery in Wales to co-ordinate the detai led implementation of 

i ts po l i cy . 

26. Consultation between the Welsh Offices of Departments is of 

course already an indispensable feature of Government administra

tion, and the co-ordination of a l l Government act iv i ty in Wales 

is entrusted to the Conference of Heads of Government Offices in 

Wales under the chairman ship of the Joint Parliamentary Under-

Secrctary of State for the Home Department. But this c o n f e r e n c e 

is too large and has too wide a f i e l d of reference to give the 

necessary detai led and c o n t i n u o u s attention to t h e problems of 

rura l Wales, which are primarily the concern of a l imited number 

of Departments, especia l ly the Ministry of Agr iculture , Fisheries 

and Food, the Forestry Commission, and the Ministry of Housing 

and Local Government. The Government therefore propose to set 

up a small Standing Committee of the Departments pr inc ipa l ly 

concerned. This Committee w i l l consist of the heads of the Welsh 

Offices of these Departments, who are resident in Wales, I t w i l l 

be charged not only with co-ordination of the detai led implementa

tion of Government pol icy , but also with ensuring that action 

for the development of agr iculture and forestry and the provision 

of basic services is pushed ahead as f a s t as poss ib l e . 
- 10 



The Government intend that this Committee shall assist and work 
through existing public authorities a n d s h a l l a i m at helping them 
to secure the development of each part of rural Wales in the manner 
that its special local circumstances require. The Committee will 
consult with such persons and bodies as it feels will be able to 

it 

help it and will be asked to consider whether the creation of a 


special advisory panel would be of assistance in its work. It 


will in any case be asked to report regularly to Ministers and the 


progress made will continue to be recorded in the annual White 


Paper on Government Action in Wales. 
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4th July, 1956 ^£D UNDER SECTION 3-(4) J 

BRITISH BASES IN CEYLON 

Memorandum by the Secretary of State for Commonwealth 

Relations and the Minister of Defence 


The Prime Minister of Ceylon has discussed with us his wish 
to fulfil his election pledge that British "bases " as such should cease to 
exist in Ceylon. He has made it clear that his Government do not wish 
to break the ties between Ceylon and the United Kingdom or to abrogate 
the Defence Agreement of 1947 (a document in extremely general terms, 
which has been of very limited value)i and are ready to let us haye in 
Ceylon the facilities we need, on the understanding that they willlhave 
been made available by Ceylon and are not held by the United Kingdom as 
a right. He has also indicated his intention to continue to look to the 
United Kingdom for support and assistance in developing and expanding 

;the Armed Forces of Ceylon.	  \ 

2. The United Kingdom no longer needs to retain all the defence 
installations which it now holds in Ceylon. In particular, we wish to 
make substantial reductions in the Naval base at Trincomalee. Nor 
do we consider it necessary to retain as an R .A .F . station the airfield 
at Katunayake, so long as we continue to enjoy over-flying rights and 
staging facilities. 

3. The result of our discussions is set out in the attached document 
which is intended for publication. We would draw attention to tfye 
following points:

(a)	 Under Clause 2, the United Kingdom agrees to transfer 
the Naval Base at Trincomalee and the R .A .F . station 
at Katunayake to the Government of Ceylon. The timing 
of the transfer, and the financial arrangements 
associated with it, are to be the subject of mutual 
agreement. The acceptance of the principle of transfer 
is, however, unqualified. Mr. Bandanaraike attaches 
particular importance to this for political reasons. ; 

(b)	 Under Clause 5, the Ceylon Government states that it 
is prepared to grant the United Kingdom certain 
facilities in Ceylon on terms and conditions to be agreed. 
Mr. Bandanaraike has been given a list of the facilities 
which the United Kingdom wishes to be made available, 
but he has said that he cannot accept it without prior j 
consultation with his experts and Government colleagues 



in Ceylon. He is, however, prepared to include in 
the clause a statement of the kind of facilities which will 
be made available. This is the explanation of the words 
"e .g . for communications, movements and storage". 
He has made it plain that while local operation, management 
and control of the facilities made available to the United 
Kingdom will be entirely a matter for the United Kingdom 
Government, the powers of the United Kingdom local 
representatives carrying out these functions must be under
stood to be derived from the general authority of the 
Government of Ceylon springing from the status of Ceylon 
as an independent sovereign State. 

4. We have pointed out to Mr . Bandanaraike that a document of 
this kind must, if it is to be politically acceptable in the United Kingdom, 
be capable of being shown to be to the mutual advantage of both countries. 
We should have preferred Clause 2 to have stated that the transfer of the 
Bases would be subject to terms and conditions to be mutually agreed, in 
the same way as Clause 5 states that the facilities to be afforded to the 
United Kingdom will also be subject to terms and conditions. 
Mr . Bandanaraike has, however, indicated that this would not be politically 
possible for him, since he must be able to show that the return of the 
Bases to Ceylon is something which Ceylon has an unqualified right to 
demand. 

5. We cannot claim that the document is entirely satisfactory from 
our point of view. The only card we have is the threat of unemployment 
at Trincomalee if we close down the Base altogether, and we have played 
this for all it is worth. 

6, It would, of course, be possible to avoid coming to any 
conclusion at this stage and to break off discussions until Mr . Bandanaraike 
is prepared to discuss the specific list of facilities which we have given 
him. We fear, however, that this tactic might lead him either to make 
some statement very unfavourable to us on his return to Ceylon, or even 
to give us notice to quit. On the other hand, if we concede the point of 
principle now (and we have no real grounds on which we can refuse to 
concede i t ) , we should obtain Mr . Bandanaraike's" goodwill and so make it 
easier for us to keep the facilities we need. In the last resort, we are 
dependent on the goodwill of Ceylon. 

7 . Any statement that may be agreed should be published in London 
before Mr . Bandanaraike leaves on Sunday night if time allows. A state-? 
ment could be made in Parliament on Friday; otherwise there would have 
to be a Press release, followed by a White Paper. 

H. 
W , M . 

4th July, 1956. 



1. The following arrangements are made under the Defence 

Agreement, 1947. 

2, The Government of Ceylon expressed their desire to take 

over the Naval Base at Trincomalee and the Royal Air Force station 

as Katunayake. The United Kingdom Government agree to transfer 

*hem to the Government of Ceylon. 

3. This transfer shall take place in accordance with a phased 

plan, the timing o f w h i c  h shall be mutually agreed. 

4. The financial arrangements in connection with this transfer 

wi l l also be mutually agreed. 

5. The United Kingdom Government state that they wish to 

continue to be afforded certain facilities at present enjoyed by them in 

Ceylon under the Defence Agreement, e. g. for communications, move

ments and storage. The Government of Ceylon is prepared to grant 

such facilities on terms and conditions to be mutually agreed. 

6. The United Kingdom Government will afford on terms to be 

mutually agreed, assistance to the Ceylon Government for the expansion, 

development and training of the Ceylon Armed Forces . 
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CABINET 

MALTA: OUTCOME OF FINANCIAL TALKS 

MEMORANDUM BY THE SECRETARY OF STATE FOR THE COLONIES 

As my colleagues are aware, I concluded my statement in the House on 
29th June, by announcing that I had conveyed to the Maltese Government an 
offer to provide assistance of £1\ millions to cover a period of 18 months from 
last April, coupled with the proposal that a Commission, appointed by the United 
Kingdom, should conduct a further investigation into Malta's financial needs and 
resources. This I had been authorised to do by the Cabinet on the previous day 
(CM. (56) 46th Conclusions, Minute 8). 

Maltese Governments Reactions 
2. As a result of this proposal, the Prime Minister of Malta withdrew his 

demand for acceptance or rejection by Her Majesty's Government of a proposal 
involving United Kingdom aid at the rate of £6^-£7 millions for this financial year 
and announced that he has resumed negotiations with Her Majesty's Government. 

3. My colleagues should, however, be aware that Mr. Mintoff is seeking to 
impose conditions about the appointment of the Commission, which are now under 
consideration. 

Other Points of Conflict 
4. Even if the negotiations are successful and the present financial crisis is 

averted, there is a possibility that conflict with the Maltese Government may shortly 
be resumed on other issues. The main points of probable conflict in the future 
are as follows: — 

(i)	 The principle of economic " equivalence " 
The members of the Conference cannot deny that they cast considerable 

doubt on the validity of this principle or of the economic reasoning on which 
it was based by the Maltese Government and its advisers. In all his recent 
public statements, however, Mr. Mintoff has reiterated his attachment to 
this demand. 

(ii)	 The Maltese electoral system 
Mr. Mintoff told the Round Table Conference that he wanted a change 

from the present Maltese electoral system of proportional representation (for 
elections to the Maltese Legislative Assembly) to the British system, even before 
integration took place. The reasons he gave were the disadvantages of 
proportional representation and the desirability of uniformity of the 
system of election which would, of course, apply to the election of 
representatives at Westminster. His real reason, however, is probably that the 
change to the British system would probably increase his Party's representation 
in the Maltese Legislative Assembly, possibly giving him the two-thirds 
majority without which the present Maltese Constitution cannot be amended 
except by Act of the United Kingdom Parliament or prerogative instrument. 
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He has not yet publicly declared his desire for this change to take place before 
the next General Election in Malta, which is to decide on integration, against 
which the Maltese Opposition have already made representations to me.
consider that their representations are justified, since the Maltese people should 
be given an opportunity of demonstrating their views. If Her Majesty's 
Government accept Mr. Mintoffs proposal, they would be exposed to the 
charge that they were in effect trying to bring about integration by unfair 
means. For it appears that if Mr. Mintoff maintains his total vote, he would 
under the British system obtain 35 seats to the Opposition^ 5 instead of the 
present ratio of 23 to 17. I am therefore of the opinion that, if Mr. Mintoff 
presses this proposal, it should be resisted by Her Majesty's Government. 

(iii)	 Methods of consultation with Her Majesty's Government 
The evidence of Her Majesty's Government to the Conference and the 

Report laid great stress on the need for increased and improved consultation 
at all levels between Her Majesty's Government and the Maltese Government. 
In fact, there has been a fairly regular process of informal consultation, even 
under the present Constitution, since Mr. Mintoff took office and although 
there have been some difficulties, relations between the Maltese Government 
and Maltese Imperial Government have been better than for many years past. 
These relations promised well for the experiment of integration. Mr. Mintoffs 
recent tactics throw some doubt, however, on their ability or willingness to use 
the processes of consultation in the spirit or manner envisaged in the Report. 

Arguments in favour of Integration 
5. My colleagues will recall that the 111 ct 1II  a i guments in favour of integration 

were as follows: — 
(a)	 The advent of nuclear weapons had not substantially changed the 

importance of Malta in our defence plans. 
(b)	 The proposals of the Nationalist Party for a form of Dominion status did 

not offer sufficient safeguards for Her Majesty's Governments defence 
interests in Malta. 

(c)	 Constitutional and administrative reforms short of a form of Dominion 
status or representation at Westminster would not satisfy the Maltese 
people and would not create the spirit of co-operation necessary to 
facilitate Her Majesty's Governmenfs free exercise of their 
responsibilities in Defence and Foreign Affairs. 

(d)	 The plan of integration as proposed by the Conference appeared to offer 
the best chance of securing Her Majesty's Governmenfs interests and 
ensuring a happier and more successful political and economic 
relationship between Her Majesty's Government and Malta in the 
future. 

Changes in the Position 
6. As my colleagues know, Her Majesty's Governmenfs acceptance of the 

Report of the Conference was welcomed on all sides of the House and by the 
Maltese Government. But, as indicated above. Mr. Mintoffs recent actions and the 
probable recurrence of conflicts on other aspects of the Report of the Round 
Table Conference may be indications that the implementation of integration may 
give rise to serious friction in the near future if not in the long run. The reason 
for this may be found primarily in Mr. Mintoffs erratic and intemperate character, 
but he may have reached the conclusion that, once the scheme of integration 
recommended by the Conference is put into effect, he will have to settle down to 
a long period of patient and careful administration, involving many domestic 
difficulties. Among these would be the state of his relations with the Roman 
Catholic Church in Malta and the difficulty of maintaining the support of the 
Malta Labour Party for a policy of wage restraint and of raising living standards 
only in relation to improvements in Malta's economic capacity. He will thus be 
placed on the defensive and will have no dynamic policies with which to counter 
inevitable criticisms from the Opposition in Malta. His present tactics may, 
therefore, be based on an attempt to outbid the Opposition in nationalistic gestures 
and so possibly even capture some of their followers. It is consistent with this 
view that Mr. Mintoff keeps talking of " an alternative solution " on the lines 



of our arrangement with Libya. It will be recalled that these involve an agreement 
on the use of defence facilities by Her Majesty's Government, certain assistance 
in the development of Libya's defence, and a separate financial arrangement by 
which Her Majesty's Government provides money towards Libya's economic 
development. 

Conclusion 
7. I	 draw two conclusions from this: — 
(1) Whatever	 may be Mr. Mintoff's motives in pursuing his present tactics, 

Lconsider that Her Majesty's Government must not expose themselves 
to further pressure from the Maltese Government and must, if 
necessary, be prepared to risk Mr. Mintoff throwing in his hand, even 
if it endangers the implementation of the Report of the Round Table 
Conference. I still hope that the difficulties can be overcome and that 
the plan, which still offers the best prospect of a successful relationship 
between Malta and the United Kingdom, can be made to work. But 
we cannot have Mr. Mintoff setting conditions which we are committed 
to accept. 

(2) We	 must have an alternative policy ready in case the integration plan 
breaks down. It may be assumed that full integration in the sense of 
making Malta another county of the United Kingdom would be ruled 
out by the Maltese themselves irrespective of any objections on our 
part. It may also be assumed that, failing implementation of the present 
form of integration, the Maltese people would accept either the quasi-
Dominion status advocated by the Maltese Nationalist Party or a 
" Libyan solution." If, however, the assumption about Malta's 
continued strategic importance is still valid, it would seem to follow 
that neither the alternative proposed by the Maltese Nationalist Party 
nor a fortiori a solution granting independence on the Libyan or another 
pattern would meet Her Majesty's Governments defence requirements. 
The only other obvious solution would be a return to a form of Crown 
colony government. This would certainly not be acceptable to the 
Maltese people for long nor would it be easier to work than integration 
under Mr. Mintoff. 

Recommendation 
8. In order to form our views more clearly, I suggest that we should, as a first 

step, ask the Chiefs of Staff for a reassessment of Malta's importance as a base 
in the light of any recent changes in our Defence requirements. We should also 
ask them for their views on the implications, for our defence needs, of allowing 
a situation to develop in which we might be confronted with the need to find an 
alternative solution. 

A. L.-B. 

Colonial Office, S.W.1, 

12th July, 1956. 
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CABINET 

SALARIES OF THE LOWER JUDICIARY 

MEMORANDUM BY THE LORD CHANCELLOR AND THE SECRETARY OF STATE 

FOR SCOTLAND 

We have for some time been under strong and increasing pressure from certain 
classes of the lower judiciary in England and Wales and in Scotland for an increase 
in their salaries. The classes in question so far as England and Wales are 
concerned are the Official Referees of the Supreme Court, the County Court 
Judges, the Metropolitan Magistrates, and the Masters and Registrars of the 
Supreme Court, and so far as Scotland is concerned, the two full-time Sheriffs, 
the Chairman of the Land Court and the Sheriffs Substitute. The salaries of the 
County Court Judges and the Metropolitan Magistrates are fixed by statute and 
any alteration in them would accordingly require legislation; the salaries of the 
other classes concerned can be increased without legislation. 

2. By the Judicial Offices (Salaries, &c.) Act, 1952, the salaries of the County 
Court Judges were fixed at £2,800 a year, and those of the Metropolitan 
Magistrates at £2,500 a year. The salaries of the Official Referees (who are in effect 
Assistant Judges of the High Court) are at present the same as those of the County 
Court Judges. The Masters and Registrars of the Supreme Court are on a salary 
scale, the present maximum of which is £2,700 a year. The salaries of the full-time 
Sheriffs, the Chairman of the Land Court and the Sheriffs Substitute vary 
considerably: the highest paid is the Sheriff of Lanarkshire with a salary of 
£2,900 a year, while the Sheriffs Substitute are divided into three Groups, ranging 
from £2,400 for those in Group A (who sit in Glasgow) to £1,900 a year for those 
in Group C. These salaries were fixed at the same time as those of the County 
Court Judges and the Metropolitan Magistrates. 

3. The increases in salary given in 1952 resulted from negotiations conducted 
by the Socialist Government and announced by them in Parliament in July, 1951. 
The increases were widely regarded as inadequate and, particularly in the case of 
the County Court Judges and the Sheriffs, as an unsatisfactory compromise. Since 
1952 frequent reference has been made in Parliament to the under-payment of the 
County Court Judges and the other judicial officers with whom we are concerned. 
Formal representations for increases in salary were made to the Lord Chancellor 
by the County Court Judges in February, 1955, and by the Metropolitan 
Magistrates in March, 1955; the Masters had already requested an increase in 
October, 1954. Similar representations were made to the Secretary of State on 
behalf of the full-time Sheriffs, the Chairman of the Land Court and the Sheriffs 
Substitute in October, 1954; in their case dissatisfaction with existing salaries is 
accentuated by the fact that the Sheriffs Substitute, who exercise a jurisdiction 
comparable to, but in some respects wider than, that of the County Court Judges, 
have for long claimed parity of salary with the latter. 

4. Each of us was satisfied, after careful consideration of the claims made 
on behalf of the various classes, that the case for substantial increases had been 
made out, and we approached the Chancellor of the Exchequer with our proposals 
in the spring of 1955. As, however, at that time the views of the Royal Commission 
on the Civil Service in regard to increases in Civil Service salaries were not known, 
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it was not possible for us to put forward any definite proposals for the increases 
that we regarded as appropriate. Pending the Report of the Royal Commission, 
the claim that the Sheriffs Substitute—or at least the eight in Group A who sit in 
Glasgow—should have parity of salary with the County Court Judges was 
examined on behalf of the Chancellor of the Exchequer and ourselves by officials, 
who were instructed to review the salary relationships generally between the 
different judicial categories concerned. No agreement was reached on the claim 
for parity. Our representatives were satisfied that the claim was established for 
the Glasgow Sheriffs Substitute, but the Treasury representative was unable 
to agree. 

5. After the Royal Commission had reported, we informed the Chancellor 
of the Exchequer of the salaries that we regarded as appropriate in the light of the 
Commission^ recommendations. So far as the figures are concerned, agreement 
has now been reached except in the case of the Metropolitan Magistrates and the 
Sheriffs and Sheriffs Substitute. We have been unable to reach agreement with 
the Chancellor of the Exchequer as to the time at which the increases should be 
granted and we are therefore reluctantly compelled to bring the matter before 
the Cabinet. 

6. The Annex to this memorandum sets out our reasons for pressing for a 
salary of £3,500 a year for the Metropolitan Magistrates and the Sheriffs Substitute 
in Glasgow instead of the £3,250 which the Chancellor of the Exchequer is prepared 
to concede. 

7. Apart from the figures on which we have been unable to reach agreement 
with the Chancellor of the Exchequer, there remains the question of timing. The 
Chancellor of the Exchequer has informed us that, in view of the urgent need to 
avoid further increases in salaries and wages at the present time, he regards it as 
important that no alteration should be made in the salaries of the lower judiciary 
before the spring of next year and that in the meantime Ministers should not make 
any statement to those concerned in regard to the Governments intentions. We do j 
not think this is practicable. As we have already pointed out, the claims for an 
increase in respect of each of the classes of the judiciary for whom we are 
responsible were made before the Royal Commission on the Civil Service reported 
and that substantial increases are long overdue is in our view incontrovertible. 
There is very strong feeling on the part of all those concerned that they are 
being hardly dealt with and it has now become impossible to find candidates 
of anything like the right quality for the important post of Sheriff Substitute in 
Glasgow. If the Government had decided against any increases in Civil Service 
salaries at this time on the ground of the necessity for general restraint, it is no 
doubt true that the Judges would have been prepared, albeit reluctantly, to recognise 
the need for further delay in meeting their own claims. But in view of the decisions 
already announced in regard to salaries in the Civil Service, we have no doubt 
at all that it is impracticable for us to refrain for much longer from giving some 
indication of the Governments intentions. The need for this is underlined by 
the fact that' the Chancellor of the Exchequer has agreed that the salaries of 
members of the Lands Tribunal in England should be raised to the figure of 
£3,750 agreed upon for the County Court Judges and it has only proved possible 
to recruit the new surveyor members of the Tribunal, who are urgently needed, 
by informing them of the proposed increase in salary. 

8. It has been suggested that the Judges could be told that the Government 
have agreed to increase their salaries but that, for the reasons adduced by the 
Chancellor of the Exchequer, the increases cannot be given until the early part of 
1957. We reject this suggestion, because in the first place it will certainly not satisfy 
the Judges, who were told that they must await the Governmenfs decision in 
regard to the Royal Commission^ proposals for the Civil Service and who will 
not be convinced by arguments for further delay now that those proposals have 
been implemented. Moreover such a course would be indefensible in Parliament, 
where the Government would be unable to explain the differentiation in treatment 
between the Civil Service and the judiciary. 

9. As we have explained in paragraph 1, legislation is needed to alter the 
salaries of the County Court Judges and the Metropolitan Magistrates, but all the
other salaries can be increased without legislation. In England these latter salaries 
have in the past been raised at the same time as those of Civil Servants of 
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comparable grades, which are now being increased retrospectively from 1st April, 
1956. In these circumstances we do not see how the Government can in justice 
avoid making an early announcement of the agreed increases in the salaries of 
the Official Referees and the Masters and Registrars. We have already mentioned 
in paragraph 7 the practical necessity for increasing the salaries of the Sheriffs 
Substitute with the least possible delay. We think that an announcement made 
now will rightly be linked in the public estimation with the increase, in Civil Service 
salaries, whereas if it is delayed until next year it will be regarded as a yielding 
to yet another round of salary claims, with results which would be much more 
embarrassing to the Government. We therefore press very strongly for an 
announcement before the Recess and for the introduction of the necessary 
legislation in regard to the County Court Judges and the Metropolitan Magistrates 
early next Session. The increases made in 1952 operated with retrospective effect 
from the date of the announcement and we think that the same course ought to be 
followed on this occasion. 

10. We therefore ask for the agreement of the Cabinet to— 
(1) an increase in the salaries of the Metropolitan Magistrates to £3,500; 
(2) an increase in the salaries of the Sheriffs Substitute in Glasgow to £3,500, 

with the related salaries for the full-time Sheriffs, the Chairman of the 
Land Court and the other Sheriffs Substitute which are set out in the 
table in paragraph 2 of the Annex; 

(3) an announcement	 of the Government^ proposals before the Recess and 
the introduction of the necessary legislation early next Session, the 
increases in salary to operate retrospectively from the date of the 
announcement. 

K. 
J. S. 

9th July, 1956. 

ANNEX 

Metropolitan Magistrates 
The present salary of a Metropolitan Magistrate is £2,500, fixed in 1952 

when the County Court Judges, whose salary had previously been the same as the 
Metropolitan Magistrates', were given £2,800. (The extra £300 was intended, to 
recompense the County Court Judges for sitting as Special Divorce Commissioners, 
for which they had hitherto been paid by fees, and represented the average of such 
fees.) The Lord Chancellor has now agreed with the Chancellor of the Exchequer 
on a salary of £3,750 for the County Court Judges, and he considers that the 
Metropolitan Magistrates should receive £3,500. The Chancellor of the Exchequer 
is unwilling to go beyond £3,250 on the grounds that this is the salary which will 
in future be payable to Under-Secretaries in the Civil Service, whose salaries are 
on the same level as those of the Metropolitan Magistrates, and that the rise of 
£1,000 a year on a salary of £2,500 is in itself too much. In the Lord Chancellors 
view, however, it is wrong to equate Metropolitan Magistrates and Under-
Secretaries, whose salaries have been on the same level only since the war. If regard 
is had to the pre-war salaries of the Metropolitan Magistrates and those of senior 
Civil Servants, the former would, if their salaries are fixed at £3,250, be substantially 
less well-treated than the Civil Servants; it is clear mathematically that, to restore 
the relative position of the Metropolitan Magistrates, they should have a salary just 
short of £3,500. Moreover, it is important to take account of the fact that the 
salaries of the Metropolitan Magistrates are fixed by statute and are therefore bound 
(as they do at present) to lag behind the salaries of Civil Servants of comparable 
grades; it has now been agreed that the salaries of senior Civil Servants should be 
kept under review by an advisory committee, but it cannot be expected, and it 
would in any event be undesirable, that statutory salaries should be altered at such 
frequent intervals as an arrangement of this nature implies. The Lord Chancellor 
is satisfied that the work of the Metropolitan Magistrates is of great importance 
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and is performed to an exceptional degree in the public eye and that the salary must 
be such as to attract candidates of the right calibre. For this purpose he considers 
that a substantial increase is now required. 

Sheriffs and Sheriffs Substitute 
2. The differences between the Secretary of State and the Chancellor of the 

Exchequer appear from the following table: — 

Present 

Proposed by Proposed by 
Secretary Chancellor of 

State 
ofof 

the Exchequer 
r £ £ 
Z Z 

Sheriff of Lanarkshire 2,900 4,000 3,750 
Sheriff of Lothians and Peebles ... 2,700 3,750 3,500 
Chairman, Land Court 2,700 3,750 3,500 
Sheriff Substitute, Group A 

Group B 
Group C 

2,400 
2,200 
1,900 

3,500 
3,000 
2,500 

3,250 
2,750 
2,250 

It is true that the increases proposed by the Secretary of State are greater than 
those that could be strictly justified on the basis of the recommendations made by 
the Royal Commission for comparable Civil Service salaries. But in considering 
the figures it is essential to bear in mind the long-standing claim for parity between 
the Sheriffs Substitute and the County Court Judges in England and Wales, which 
the Secretary of State is satisfied is justified on the merits in the case of the Sheriffs 
Substitute in Glasgow. The only reason why the Secretary of State is prepared to 
accept £3,500 for these Sheriffs Substitute at a time when the Chancellor of the 
Exchequer has agreed to £3,750 for the County Court Judges is because the latter 
amount is greater than the pensionable emoluments of all but two of the Judges of 
the Court of Session. For pension purposes the latter are treated as having a salary 
of £3,600 although their total salary is £6,600; and they would be critical of an 
arrangement under which their pensions were less than those of some of the 
Sheriffs Substitute. 
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CABINET 

L I B E R A L I S A T I O N O F T R A D E I N T H E O R G A N I S A T I O N F O R 

E U R O P E A N E C O N O M I C C O - O P E R A T I O N 

MEMORANDUM BY THE CHANCELLOR OF THE EXCHEQUER 

Under a decision of the Organisation for European Economic Co-operation 
(O.E.E.C.) Council of January 1955, member countries were required, not later 
than 30th September, 1955: 

(a)	 To liberalise at least 75 per cent, of their imports on private account 
from O.E.E.C. countries in each of the three categories of foodstuffs, 
raw materials and manufactures; 

(b) To liberalise 90 per cent, of their private account imports overall from 
O.E.E.C. countries; 

(c) To liberalise 10 per cent, of their private account trade still restricted. 

This obligation ceases to be binding after 30th September, 1956, unless member 
countries decide to consolidate it. 

2. We met our obligations under (a) and (c) but our overall liberalisation 
percentage is only 85 per cent, and we are therefore in default on our obligation 
under (b). We have pleaded balance of payments difficulties as justification for 
this default. This was readily accepted by the O.E.E.C. for a time; but recently 
there has been strong criticism of our continued failure especially as it can be used 
as an excuse for inaction by other member countries. 

3. To fulfil our obligation we should in practice need to liberalise paper
making materials (i.e., wood pulp and esparto) together with paper and board (but 
not newsprint or paper manufactures). 

4. When we decided in September 1955 not to liberalise these items we 
estimated the cost of doing so at £15-20 million. The position has now changed. 
The paper and board industry is ancillary to a wide range of British industries and 
is therefore extremely sensitive to the general economic situation. We now 
estimate that the cost of liberalisation would at most be not more than £1-li 
million in a full year. Although we have not disclosed this estimate, other 
member countries of O.E.E.C. have formed their own view that the cost would 
be inconsiderable and we are being severely criticised in the Organisation for 
our continued invocation of balance of payments difficulties. 

5. A major United Kingdom objective at the Meeting of the Ministerial 
Council of O.E.E.C. next week will be to consolidate the 90 per cent, obligation 
in order to protect our exports against any deliberalisation by other countries. 
We shall find it difficult to achieve this because we are not prepared to be forth
coming about the tariff; some member countries say that they cannot continue 
liberalisation of quotas without further reductions of tariffs. The President and 1 
have submitted a separate paper on this (CP. (56) 172). The difficulties which we 
will -face in trying to consolidate an obligation which we ourselves originally 
proposed (and fought hard for) will be very much greater if we have not ourselves 
fulfilled it. 
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6. It will be important to maintain confidence in sterling in the third quarter 
of the year, when the balance of visible trade is seasonally unfavourable and the 
gold and dollar reserves under pressure. To achieve our 90 per cent, obligation 
in Europe would be an expression of confidence in ourselves in just those quarters 
where we want to create the right impression so as to prevent confidence move
ments against sterling during that period. To be forced to argue that we could not 
afford even a small addition to our import bill could well be damaging, in 
suggesting that we had no confidence in the success of our own domestic measures. 

7. It is important that O.E.E.C., a body over which the Chancellor of the 
Exchequer presides, should be kept vital during the months when the initiative 
in the trade field may be felt to lie with the Messina Powers meeting in Brussels. 
It might be possible to achieve this if we were ready to engage at once in a round 
of tariff reduction in Europe; but we are not. A readiness to discuss tariff 
reduction would not of itself be sufficient. It is therefore the more important 
that we should strengthen the O.E.E.C.—and our own position in it—by reaching 
the 90 per cent, target. It is in the field of liberalisation that the Organisation 
has been doing its best work. 

8. These are the advantages of going to 90 per cent. The disadvantages are 
as follows: — 

(i) The cost cannot be predicted in advance with absolute accuracy.	 We are 
heavily dependent upon imports of raw materials, and our balance of 
payments difficulties since the war have been due in considerable 
measure to this fact. Our economy is not suffering because paper
making materials, paper and board imports are still restricted. 
Liberalisation now could result in significant additions to our import 
bill in the more distant future. 

(ii) A rigid policy of no liberalisation until the balance of payments is restored 
is undoubtedly easier to enforce than a selective one. Although paper
making materials, paper and board are the only major basic materials, 
the import of which from Western Europe is still restricted, liberalisation 
might tend to release pressures at home and abroad for liberalisation 
in other spheres and may be badly received at home when we still need 
to keep a strict hand on the economy. I should certainly feel obliged to 
concede some modest liberalisation of imports into the Colonies, which 
might cost another £1-1^- million. 

(iii) In certain circumstances, for example a levelling off in world trade at a 
time when there is considerable spare capacity at home, we might have 
no alternative but to intensify import restrictions. Such a reversal of 
policy, if it occurred in the near future, would be all the more dramatic 
and difficult to justify had we just gone to 90 per cent. 

9. The President of the Board of Trade and I have discussed this question 
and we should like to discuss it with our colleagues in the light of the above 
statement of the advantages and disadvantages. 

H . M . 

Treasury Chambers, S.W. I, 


7th My, 1956. 
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ORGANISATION FOR EUROPEAN ECONOMIC 

CO-OPERATION AND TARIFFS 


Memorandum by the Chancellor of the Exchequer and 
the President of the Board of Trade 

In little more than a week's time we have to go to Paris for a 
Ministerial meeting of the Organisation for European Economic Co
operation (C .E ,E .C . ) where we shall face a very difficult issue on 
tariffs. For a very long time the European low tariff countries -
Benelux and Scandinavia - have been maintaining that it is unreasonable 
for them to eliminate their quota restrictions on imports if the countries 
in Europe with higher tariffs do nothing to reduce those tariffs. We 
have consistently maintained that the proper place for tariff negotiations 
is in the General Agreement on Tariffs and Trade (G,A, T .T , ) and, 
despite increasing difficulties, we have so far managed to hold that 
line. 

2. This time the problem will be very much more difficult for us. 
The feeling in favour of some action on tariffs has reached a point at 
which it is difficult to resist, and we shall be faced with specific 
proposals, probably backed by all members except the United Kingdom 
and France (whose agreement with us on this issue can hardly be 
considered an asset). These proposals will be that all the members of 
O .E .E .C . should now agree to reduce their tariffs by perhaps 
25 per cent on a list of commodities which are mainly traded in intra-
European trade. This would probably include some horticultural items. 
The reduction in tariffs proposed would be on a most-favoured-nation 
basis so that uncovenanted benefits would be given to countries outside 
Europe; but the choice of the commodities would be designed to limit 
those uncovenanted benefits as far as possible. 

3. But, despite the strength of the support for it and its inherent 
reasonableness, this is not a course which we think we can at this 
juncture agree to. Not only have we just finished a round of tariff 
negotiations in the G.A. T .T. but British industry is faced with the 
possibility of very difficult problems arising for it in Europe in the 
future. The six so-called Messina Powers - France, Germany, Italy, 
Belgium, the Netherlands and Luxembourg - are at this moment starting 
to work out a treaty establishing a Common Market between them. 
While it is uncertain whether their efforts will succeed, it is certain that 
if they do we shall be faced with serious problems in commercial policy 
if we stand outside. One of our main competitors in world trade, 
Germany, would be given very great advantages over us inside this 
prosperous and expanding market in Western Europe. Faced with this 



uncertainty, it is really quite unreasonable for us to do anything which 
could be interpreted as a commitment to reduce our tariffs on European 
goods until we can better judge how the situation will develop and how it 
can be dealt with. 

4. But if we merely say this and go no further, there may well be 
complete deadlock at the forthcoming Council Meeting in O . E . E . C . and 
the effects could well be deplorable. The tariff issue has come to be 
widely regarded as a test of the efficacy of the O . E . E . C . as an instrument 
of European co-operation; a patent failure at this point might leave the 
Messina group as the focus of further activity in Europe. For this 
result Her Majesty fs Government would inevitably be blamed both at home 
and abroad, 

5. We think therefore that the only course to adopt is to relate our 
unwillingness to proceed at once to a round of tariff negotiations on a 
most-favoured-nation basis in O .E .E .C , to the broader background of 
the plans for a Common Market which are being developed by the Messina 
Group, and of the problems which they present for other O . E . E . C . 
countries, including ourselves. 

6. So far as our own position goes, officials in the Departments 
concerned are examining what would be involved for us in possible arrange 
ments whereby we and the Messina Group would progressively remove 
tariffs over a large part of the trade between us, but excluding trade in 
agricultural and horticultural products. At the same time, by this 
exclusion, and by other appropriate means if we can find them, we should 
seek to protect the position of the Commonwealth in the United Kingdom 
market for agricultural products and safeguard, so far as we can, the 
advantages we enjoy through Imperial Preference in the Commonwealth 
markets. This is a difficult and far-reaching matter and we have not 
yet been able to work out, let alone submit, a detailed plan about it to 
our colleagues for their consideration. But while these questions are 
being examined it is apparent that there would be great advantages if 
some of the technical problems arising between the Messina Group and 
other O . E . E . C . countries could be discussed with the other interested 
countries in Europe. Moreover, the fact that such discussions were 
taking place would provide a sincere and convincing reason for delaying 
action in O . E . E . C . on the tariff issue. 

7. It is , however, clear to us that if we ourselves were forthwith in 
Paris to propose discussion of issues of this kind, that would be taken as 
the foreshadowing of a major move in United Kingdom external economic 
policy. Some would be elated, some would be confused, both at home 
and abroad, within and without the Commonwealth. We clearly cannot do 
this until our colleagues have had an opportunity of examining a definite 
plan and pronouncing upon it and thereafter until we have had an 
opportunity of discussing it with the other members of the Commonwealth. 
Indeed, the proper tactical handling of such a plan would be of the f irst 
importance. 

8. But, whereas the proposal by us of such a study would be treated 
as a major United Kingdom initiative, agreement by us to engage in such 
a study proposed by someone else, on an all-European rather than 
a United Kingdom/Messina basis, would not be liable to be so 
interpreted. 



9. We have therefore arranged discreetly for the Secretary-General 
of O . E . E . C , to prepare a proposal for such a study covering the whole 
possible range of co-ordination and co-operation between O.E.E,,C. and 
the group of six countries, but including inter alia those methods of 
association of individual members of O . E . E . C . with members of the 
Messina Common Market as seemed most appropriate. We then, at the 
Council at what seemed the right moment, would indicate our readiness 
to take part in such a study. We would hope thereby to secure agree
ment to adjourn consideration of the tariff issue in O . E . E . C . until the 
results of the study were reported to a subsequent Ministerial Council. 

10. We feel that the dangers inherent in this scheme are not great . 
We shall be able to keep the discussion going while we have time to make 
up our minds, and in the meantime to find out more of the detail of the 
probable reactions to such a plan among those most concerned. We 
should not have taken any action which implied we were envisaging a 
major move, nor should we have committed ourselves in any way. But 
we should have reduced the present risk of a split between the 0  E , E . C . 4 

and the Messina Group. It is this line that we propose to take if our 
colleagues agree. 

H . M . 
F . T . 

7th July, 1956 
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THE POLICE, FIRE AND PROBATION SERVICES 

Memorandum by the Secretary of State for the Home 

Department and Minister for Welsh Affairs 


The question of the restrospective application of pay increases 
for the police, f ire and probation services was considered by Ministers, 
under the Chairmanship of the Lord Privy Seal, at a meeting held on 
19th June (GEN. 533/lst Meeting). I was then invited to arrange for 
officials to consider how best the Government could, if they should so 
decide, take statutory powers to make an award of poUce pay 
retrospective, while at the same time eliminating or reducing the 
consequential effects of such a step on the pay of teachers and on National 
Insurance beneficiaries. I circulate for the information of the Cabinet 
the report which has been submitted to me. 

G. L1L1. -G, 

Home Office, S .W.1 . 

11th July, 1956. 



Legislation to allow retrospective effect to 
be given to increases in the pay of the pol ice, 

f i re and probation services 

Report by meetins of of f ic ials 

I . In accordance with conclusion (3) of the 

meeting of Ministers held on 19th June, 1956 

(Gen.533/lst Meeting) of f ic ials representing the 

Home Office, the Scottish Home Department, the 

Ministry of Education, the Scottish Education 

Department, the Ministry of Pensions and National 

Insurance and the Treasury have met tc consider how 

best the Government could, i f they should so decide, 

take statutory powers to make an award of police pay 

retrospective, while at the same time eliminating or 

reducing the consequential effects of such a step on 

the pay of teachers and on National Insurance 

beneficiaries. 

2, I t has been assumed that any such legislation 

would also apply to the f i re and probation services, 

since, as the Home Secretary pointed out in his 

minute to the Prime Minister of 14th June (a copy 

of which was annexed to GEN.533/1), the legal position 

is the same in regard to those services, which are 

also within the sphere of responsibility of the 

Home Departments, and there are no grounds on which 

a distinction between the three services could be 

justif ied. 

fetio-nal. laasurgjica.:a,iicl,othea;-3flciel benefits 

3, The rates of family allowances and 

National Insurance benefits are fixed by s ta tu te , . t o 

come into force on an appointed day, which is 

usually acme months, after the Act comes into force. 

Increases in war pensions are made by Royal Warrant. 

/Legislation 



Legislation which specifically permitted retrospection 

in police pay awards cculd obviously be used po l i t i ca l ly 

to support criticism of any apparent delay in giving 

effect to announced increases in such payments. Such 

criticism could be mot, however, because i t is the 

practice to f ix dates of operation for such increases 

as early as is administratively practicable. The 

Government is frequently pressed to bring the new rates 

into force forthwith, but this is consistently resisted 

on the ground that i t is impracticable, since time is 

required to issue the necessary instruments to 

beneficiaries and retrospective payment would involve 

adjustments, e.g. in relation to assistance payments, 

which are not feasible. The val idity of this argument, 

which applies a for t ior i to any suggestions that 

increases should be given effect from a date earl ier 

than the amending legislation or Royal Warrant, would 

not be affected by legislat ion allowing increases in 

police pay to be retrospective. There is after all a 

clear distinction between pay on the one hand and pensions 

and insurance benefits on the other. For one thing, the 

latter are related to contributions, which cannot be 

increased retrospectively. For another, locking at the 

country as a whole, the possibi l i ty of retrospection is 

the rule rather than the exception in the case of pay: 

it is unknown in the case of pensions and insurance 

benefits. In short, we are satisfied that i f the 

proposed change is made, no matter by what moans, the 

Government's hand w i l l be in no way weakened in resisting 

retrospection for increases in pensions and national 

insurance benefits, 

A. 



4. The rates of national assistance payments are 

fixed by regulations proposed by the National 

Assistance Board and made after approval in draft by ben 

Houses of Parliament. Since payments are made to mee .: 

current needs, and officers of the Board have 

discretion, in case of need, to make payment in 

excess of the standard rates, there can be no 

justification for back-dating increases, and there 

should be no diff iculty in maintaining this principle,: 

Teachers' pay 

5. The proposed legislation would give rise to 

much greater diff iculty in relation to teachers' pay. 

In England and Wales the pay scales of teachers are 

fixed by an Order made under section 89 of the 

Education Act, 1944o The Minister has no power to 

make such an Order with retrospective ef fect. 

Hitherto the Burnham Committee have made their 

agreements for periods of three years and the 

Committee have negotiated revised scales sufficiently 

long before the end of that period to enable the t 

Minister to make a new Order to come into force 

immediately on i ts expiration. This triennial review 

arrangement may not continue, however; the 

recommendation submitted by the Burnham Committee 

which comes into force on 1st October next w i l l not, 

like the previous recommendation, specify any period 

of operation. 

6. The position in Scotland is substantially the 

same, except that, before making regulations giving 

effect to any recommendations of the National Joint 

Council the Secretary of State must lay them before 

Parliament in draft for 40 days, and this has 

/occasionally 



occasionally resulted in increases coming into force in 

Scotland two or three months later than corresponding 

increases in England and Wales, Nevertheless, both 

the teachers and the education authorities are anxious 

to preserve the system of publication in draft. I t 

would, however, be useful to have power to make the 

salary awards retrospective to the date on which the 

National Joint Council make their recommendations, 

7. A particular complication in Scotland is that 

the Secretary of State is responsible for both 

teachers' and police pay. Accordingly, i f powers 

were taken to permit retrospection in police pay 

awards i t would be extremely di f f icult in Scotland 

to deny similar treatment to teachers. 

The formjgf ^Legislation relating to po l i cc^ f i rg 
and probation services 

8. I f i t were decided to take statutory powers 

to back-date awards of pay to these services, this 

could be done in one of two ways:

(a) by amending the	 law to allow statutory 

instruments proscribing pay scales to 

be made with retrospective effect; or 

(b) by amending the	 law so that the pay 

scales of these services, although s t i l l 

determined by the Secretary of State, 

would no longer be prescribed by 

statutory instruments, 

9. The Ministry of Education and the Scottish 

Education Department would prefer the latter method. 

The National Union of Teachers have not hitherto 

asked for retrospection, partly because the system 

of triennial review has made" i t unnecessary but also 

/partly 



partly because they regard the fixing of pay scales 

by statutory instrument as a valuable safeguard and 

have assumed that they could not have retrospection 

except at the price of giving up this safeguard. I f 

the law were amended to allow statutory instruments 

prescribing the pay of the police, f i re and probation 

services to be made with retrospective effect.there 

can be l i t t l  e dcubt that the teachers would soon be 

led to ask for asimilar concession. If, however, the 

pay of these services ceased to be prescribed by 

statutory instrument, no precedent would be 

established on which the teachers could base a demand 

that power should be taken to back-date Orders under 

section 89 of the Education Act, 1944, or 

Regulations under section 79 of the Education (Scotland 

Act, 1946. The Ministry of Pensions and National 

Insurance would support - this view, in so far as they 

have an interest. 

10. The Home Office and the Scottish Home Department, 

on the other hand, consider that the removal of pay 

scales from the scope of statutory instruments is 

undesirable in principle and would also involve seriou... 

practical di f f icult ies. I t would be necessary to 

secure the agreement of the Police Federations, who, 

like the National Union of Teachers, have in the past 

regarded the ficing of pay by statutory regulations as' 

a valuable safeguard. Moreover, there would be a 

danger that legislation in this form woiild enoourage 

renewed demands by the local authorities for the 

abrogation of any control by the Secretaries of State 

over rates of pay and conditions of service in the 

three services concerned. The drafting of the 

legislation would be much more complicated and, i f i t 

/were 



were asked why the Government had not adopted the simple 

course of method (a ) , i t would be dif f icult to give 

convincing reasons. In any case, i  t appears to the 

Home Departments to he very doubtful whether, i  f the 

substance of retrospection is conceded to the pol ice, 

fire and probation services, the adoption of method 

(b) in preference to method (a) would more ef fect ively 

deter the teachers from asking for the same 

concession, except perhaps in the short terra. I t 

would be necessary to provide expressly that an 

increase of pay might take effect from a date prior 

to the determination of the Secretary of State, and 

i t would be clear on the face of the B i l l that payment 

of the scales determined by the Secretary of State 

would be mandatory on local authorities. I t would 

be apparent that the new procedure could be readily 

adapted to apply to scales recommended by the Burnham 

Committee or the Scottish National Joint Council 

and approved by the appropriate Minister, and i  t 

might be expected that the teachers would then wish 

to enjoy the benefits of similar legislation. 

Conclusion 

11. I t seems clear that the choice of method should 

make no difference as respects National Insurance 

benefits and pensions and National Assistance 

allowances. In these f ields the Government 

could continue to resist the introduction of 

retrospection whichever method is chosen. 

12. The main diff iculty w i l l arise over teachers' 

pay. I t is clear that there is no method of 

giving the possibi l i ty of retrospection to the 

/police 



police which would eliminate the risk of pressure 

on the Government to give the same possibil ity to 

the teachers. The adoption of method (b) in 

paragraph /"8J7 above would offer the better hope 

of reducing that risk, but the Home Departments 

are opposed to i t both in principle and on 

practical grounds, and i t seems to them l ike ly 

that i t s advantages would be marginal and 

transitory,, 

13. Ministers have indicated that they would be 

strongly opposed to making the new pay scales for 

teachers operative from a date earlier than 

1st October, 1956. The safest course, for this 

puipose, would be to postpone any legislation 

until after 1st October and to exclude from i ts 

scope any orders or regulations made before Royal 

Assent. This precaution would perhaps be more 

necessary i f method (a) is chosen than i f method (b) 

is chosen. 

14. The appendix to this report shows alternative 

draft heads of a B i l l , according to which method is 

chosen. 



APP3MDIX 
Method (a) 

Heads of a B i l l to enable sny statutory instrument 
prescribing increased pay or allowances in 
the police, f i re and probation services 
to be made with retrospective effect 

General 

For the purposes of the B i l l the relevant services would be the 

police, f i re and probation services, and the relevant enactments would be 

the enactments enabling the Secretary of State to make a statutory 

instrument as to the pay and allowances of those services. 

Alternative A 

1. The Bi l l would provide that a statutory instrument under any of the 

relevant enactments could, in so far as i t gave effect to a recommendation 

of the appropriate negotiating body or an arbitration award providing for 

increases in pay or allowances, be made so as to take effect from a date 

before the making of the statutory instrument not being earlier than the 

date, i f any, specified in the recommendation or award. 

2. The "appropriate negotiating body" for the purposes of the B i l l in 

relation to a relevant service would be defined as a negotiating body 

constituted for that service in accordance with arrangements approved by 

the Secretary of State. 

Alternative B 

The Bi l l would simply provide that the power under any of the 

relevant enactments to make a statutory instrument as to pay or allowances 

should be excrcisable, except by way of reduction, as respects any period 

before the making of the statutory instrument. 



Heads of a B i l l to remove necessity for prescribing 
scales of pay for police, f i r e and probation 

services by statutory instrument 

1, The relevant services for the purposes of the B i l l would be the police, 

f i re and probation services. 

2. The Bi l l would provide that the scales of pay of members of a relevant 

service should be such as might be determined by the Secretary of State , 

and that where such a determination provided for an increase in pay i t 

might be made so as to take effect from such date prior to the date of 

the determination as the S scretary of State might specify, 

3. The reference to pay would be deleted from the existing statutory 

provisions conferring power on the Secretary of State to make a statutory 

instrument as to the pay, allowances, conditions of service, e t  c of a 

relevant service, but the B i l l would make provision whereby any part of 

those statutory provisions which provides for consultation vrith or the 

consideration of recommendations made by, any negotiating or other 

representative body (e.g. Fire Services Act, 1947, section 17(2), (3), (4)) 

would continue to have ef fect , with the necessary modifications, in 

relation to the making by the Secretary of State of a determination as to 

pay as i t has effect at present in relation to the making by the Secretary 

of State of a statutory instrument as to pay. 
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CABINET 

POLICE PAY 

Memorandum by the Secretary of State for the Home 

Department and Minister for Welsh Affairs 


I have circulated separately a paper on legislation to make it 
possible in the future for police pay awards to have retrospective effect 
where appropriate. This paper deals with the demand, for which there 
is strong support on both sides of the House of Commons, that special 
steps should be taken to enable retrospective effect to be given to the pay 
award made to the police in December, 1955. This also would require 
legislation. 

2. A meeting of Ministers under the Chairmanship of the Lord Privy-
Seal considered this question and decided that retrospection ought not to 
be given on the December award. Subsequently, with the approval of the 
Cabinet, I replied to Questions in the House of Commons to the effect 
that the Government were not prepared to introduce legislation for the 
purpose (C,M. (56) 47th Conclusions, Minute 6) . The reasons why we 
came to the conclusion we did on that point were: 

(a)	 It has not been possible to give retrospective effect to 
past awards because of the legal difficulty and the police 
were well aware of this during all the negotiations. 
It was specifically pointed out to the police and the 
arbitrators that a recommendation for retrospection 
could have no effect. The object of having recourse 
to arbitration was simply to bring pressure to bear on 
the Government to amend the law; 

(b)	 the total cost of granting retrospection for the period 
from September to December last, which the arbitrators 
said would be right on merits if it were legally possible, 
would be about £2 millions for England, Wales and Scotland, 
half of which would fall on the Exchequer. This would be 
embarrassing at a time when the Chancellor of the Exchequer 
was trying to make all possible economies. It would almost 
certainly have repercussive effects on the recent teachers' 
award and there did not seem to be any strong case for 
incurring these embarrassments to improve what was already 
a generous award; 

(c)	 if retrospection were given on this award it could 
hardly be denied in any future case, and in effect the 
general principle would be given away before the 
Cabinet had decided on future policy. 

JA. 




3. But for these difficulties it would, of course, be desirable that 
the police should have the full benefit of the award made by the arbitrators 
from September last. It is, however, necessary to consider also the 
position of the police authorities, who bear half the cost. They have 
expressed themselves as in favour of retrospection for the future, but 
they rejected the claim for retrospection in respect of the December 
award on the ground that it was not possible to give effect to it. It is 
far from certain that they would be in favour of giving retrospection on 
the last award. If the Government decided to take any such step without 
consulting the local authority associations there would undoubtedly be 
trouble with them. They have already protested bitterly because the 
Government, under pressure in Committee Stage of the Pensions (increase) 
Bill, gave way on certain widows pensions without the local authorities 
having an opportunity of expressing their views. 

4. This is a very difficult matter. There is undoubtedly a very 
strong feeling among the police, to which vehement expression is being 
given by the men's representatives, that they are being cheated of their 
due and that it is merely the parsimony of the Central Government which 
is responsible and they claim to know that the local authorities would be 
prepared to pay their share. To allow disquiet and distrust to grow among 
the police service is a very serious matter, especially at a time when 
the service is undermanned. Parliament is particularly inclined to 
sympathise with the police at a time when there is so much talk about the 
heavy responsibilities and the dangers attendant on service in the police. 

5. Nevertheless, I think it would be pessimi exempli to give way to 
pressure, especially after the Government have announced that they are 
not prepared to introduce the legislation which would be necessary to give 
effect to the December award; and unless the Cabinet are advised that-the 
pressure would be irresistible I think that we should refuse to alter the 
decision which I have already announced on behalf of the Government. 

6. Should the Cabinet decide that there ought to be a concession to 
the demand, it is most important that the local authority associations 
should be consulted before any announcement is made. I strongly 
recommend that if it should be decided that retrospection should be given 
in respect of the December award, the matter should be dealt with in a 
Bill dealing with the principle of retrospection. 

G , L L i . - G . 

Home Office, S .W.1 . 

11th July, 1956. 
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C A B I N E T 

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

MEMORANDUM BY THE FOREIGN SECRETARY 

In recent years the General Assembly of the United Nations have disposed of 
the question of Chinese representation by passing a " moratorium " resolution at 
the beginning of each session deciding not to consider proposals for unseating the 
Nationalists or seating the Communists " for the duration of the present session 
in the current year." The United States Government have asked to be assured 
at an early date of our support for the use of this procedure once again at this year's 
session of the General Assembly and for our agreement that, in view of the late 
opening of the Assembly, the " moratorium " resolution should not be confined to 
the current year but should be extended throughout the next session. 

2. There can be no question of the strength of United States feeling on this. 
President Eisenhower said during the Washington talks last February that it was 
quite possible that the seating of the Communists would result in the withdrawal of 
the United States from the United Nations and the expulsion of the Headquarters 
of the organisation from New York. Moreover, quite apart from United States 
opposition, it is by no means sure that an early settlement of the question in favour 
of the Chinese Communists would be of benefit to the United Kingdom—indeed, 
the effects in Malaya and Singapore would certainly be adverse. In any event the 
Americans are likely, even without us, to be able to muster sufficient support for 
the " moratorium." There is no sufficiently direct United Kingdom interest which 
would justify the harm which we would do to our relations with the Americans, 
and possibly also with the Old Commonwealth, if we withdrew our support now. 

3. If this is accepted, there is much to be said for extending the 
" moratorium " resolution to cover the whole of the next session which will be 
prolonged into 1957. The Americans wili be no more ready to make a change in 
January than in November, and we should only give the Communists a further 
opportunity for exploiting our differences. 

4. The problem was discussed at the Commonwealth Prime Ministers' 
Conference. It was generally accepted that, while it was desirable that Communist 
China should eventually have a seat in the United Nations, no progress could be 
made towards a settlement of the problem, at least until after the United States 
Presidential election. The Old Commonwealth stressed the importance of not 
allowing the Communists to use the issue to drive a wedge between the Common
wealth and the United States. The Old Commonwealth and probably also 
Pakistan will be prepared to vote in favour of a " moratorium " resolution. The 
Indians and the Ceylonese, although they will probably vote against it, understand 
our reasons for supporting it. 

5. It would seem best to communicate our decision to the Americans now. 
Her Majesty's Ambassador feels strongly, and I agree, that this will yield better 
dividends in other United Nations matter of more direct interest to us, e.g. Cyprus, 
than delaying tactics designed to facilitate a horse trade on individual items. 
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6. There may not be too much trouble over this question at this year's 
General Assembly. But, if the question is not regulated in 1957, there may well be 
a major crisis in the organisation. It might be argued, therefore, that we should 
tell the Americans now that we are supporting the " moratorium " only on the 
definite understanding that the substantive issue will be decided in 1957. But, 
though we hope that the American position will become less rigid during 1957, we 
can have no confidence that, even by the autumn, the United States Administration 
will have worked out a policy which will enable them to acquiesce in a change. 
For the present, therefore, it might be best to confine ourselves to expressing our 
forebodings to them, tell them that we realise that in an election year it is difficult 
to take matters further, but that we shall want to have a full discussion as soon as 
possible in 1957. 

Recommendations 
7. I recommend accordingly that my colleagues should agree that we 

should—
(a)	 support a " moratorium " resolution covering the whole of the next session 

of the General Assembly; 
(b)	 inform the Commonwealth and the Americans now of our decision, but 

give warning of the risks which we foresee if there is further delay in 
settling the question in 1957. 

S. L. 

Foreign Office, S.W. 1, 

12th July, 1956: 
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H LOCAL GOVERNMENT ORGANISATION IN ENGLAND 

AND WALES 

I. THE PRESENT STRUCTURE 
The dual system 

I. The pattern of local government in England and Wales was established 
on its present lines by the Local Government Acts of 1888 and 1894. Two 
separate systems were set up—one for the county boroughs and another for 
the counties. In the county boroughs a single authority was entrusted with 
the administration of all local government services in their area. On the 
other hand, the counties were organised on the so-called " two-tier " system. 
Under this system the responsibility for some services lies with the county 
council and for others with the councils of county districts (non-county 
boroughs, urban districts and rural districts). In rural districts, certain func
tions are performed by parish councils or parish meetings. 

2. The Act of 1888 established 61 county boroughs and 62 administrative 
counties (including the Couniy of London) which is organised somewhat 
differently. Under that Act, the Local Government Board (later the Minister 
of Health) was empowered to make Orders, subject to parliamentary con
firmation, conferring county borough status on non-county boroughs with 
populations of not less than 50,000. The Act provided a similar procedure 
for extending the boundaries of county boroughs. Alternatively, a borough 
council could seek to achieve either of these objects by promoting a Private 
Bill. By 1923, 21 additional county boroughs had been created and many 
of the original ones had been enlarged. This involved a considerable transfer 
of population and financial resources from administrative counties to county 
boroughs. 

Onslow Commission 
3. As a result of the First Report of a Royal Commission under the 

chairmanship of Lord Onslow, the procedure was altered by the Local 
Government (County Boroughs and Adjustments) Act, 1926. This provided 
that thenceforth the creation of new county boroughs could be effected only 
by Private Act, and that no borough could promote a Bill to achieve county 
borough status unless it had a population of at least 75,000. It provided 
also that the boundaries of a county borough could be extended by Order 
only where the other local authorities affected did not object to this course ; 
otherwise the county borough council would have to proceed by Private 
Bill. 

4. In 1926, one new county borough—Doncaster—was created ; but during 
the following quarter of a century no further applications were made. 
Between 1949 and 1953 three boroughs—Ealing, llford and Luton—introduced 
Bills for their promotion to county borough status. They met with strong 
opposition, particularly from the counties affected ; and none of these Bills 
reached the Statute Book. Uford, Luton and Poole introduced similar Bills 
during the Parliamentary Session of 1954-55, but withdrew them after the 
Minister of Housing and Local Government had announced that he was 
considering proposals for the reorganisation of local government. 

5. Between 1926 and 1939, extensions of county borough boundaries on a 
substantial scale were made. This process was discontinued during the war 
years and during the lifetime of the Local Government Boundary Commission 
(1945-1949). Thereafter, a number of further extensions have been made, 
but these have been collectively much smaller than had been asked for by the 
county boroughs in their claims to the Commission. 
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6. Under the Act of 1888, adjustments to the boundaries of urban and 
rural districts and of parishes could be made on the initiative of county 
councils, as and when they thoughtfit, thefinal decision resting with the Local 
Government Board (later the Minister of Health). However, following the 
Onslow Commission̂  Second Report, the procedure was modified by the 
Local Government Act of 1929. This provided that county councils should 
carry out comprehensive reviews of their areas at specified intervals, and 
should recommend to the Minister desirable changes in county district 
boundaries. 

7. Thefirst series of reviews was carried out between 1931 and 1937. As 
a result, many authorities were amalgamated and the total number of urban 
and rural districts was reduced from 1,606 to 1,048. However, numerous 
very small authorities still remained. 

Boundary Commission 
8. During the war many claims for the creation and extension of county 

boroughs were held up, and a second series of reviews of county districts 
had become due. The problem was discussed by the Government with 
the Local Authority Associations; and, following the publication of a 
White Paper entitled " Local Government in England and Wales during the 
Period of Reconstruction-" (Cmd. 6579), a Local Government Boundary Corn
mission was created by statute in 1945. The Commission was required to 
review the boundaries, and in certain cases the status, of local authorities. 
It was given wide powers to make changes, the most important of which 
were subject to confirmation by Parliament. 

9. After a comprehensive review, the Commission, in its Report for 1947, 
made proposals for far-reaching changes in the status and functions of local 
authorities. However, the Government did not adopt these proposals; and, 
in 1949, they dissolved the Commission and reinstated, with minor amend
ments, the previous procedure for effecting changes in local government areas. 

II. VIEWS OF LOCAL AUTHORITIES 
Divergent opinions 

10. After the dissolution of the Commission, the question of local govern
ment reform was discussed at joint conferences of four of the Local Authority 
Associations, namely the County Councils Association, the Association of 
Municipal Corporations, the Urban District Councils Association and the 
Rural District Councils Association. Later the Association of Municipal 
Corporations withdrew, in order to prepare a separate statement of its views ; 
and the other three Associations were subsequently joined in their discussions 
by the National Association of Parish Councils. 

11. In 1954, the Association of Municipal Corporations, on the one hand, 

and the other four Associations jointly, on the other, submitted memoranda 

to the Minister of Housing and Local Government, setting out their respec
tive recommendations. These showed a considerable divergence of opinion. 

The Association of Municipal Corporations favoured the one-tier system of 

all-purpose authorities and recommended its extension as far as circum
stances allowed. The other four Associations adopted the opposite approach. 

They contemplated a reduction in the number of county boroughs and the 

possible creation of a two-tier system in the conurbations. The memoranda 

also showed differences on other issues, such as the distribution of functions 

between county councils and district councils. 




Discussions with Minister 
12. In November, 1954, the Minister of Housing and Local Government 

asked representatives of the five Associations to meet him. He told them 
that, in his opinion, it would not be fruitful to embark on any extensive 
reform unless there existed some broad measure of agreement among the 
local authorities themselves. Moreover, he made it clear that he did not con
sider that the existing system of local administration had broken down, and 
that he would not be prepared to contemplate eliminating either the two-tier 
system in the counties or the one-tier system in the big towns. In the light 
of this statement, the representatives of the Associations said that they would 
be sorry to see this question indefinitely shelved, and that, if the Minister 
would take the chair at further meetings, they would like to make a fresh 
attempt to find a basis for agreement within the framework of the existing 
structure. 
Agreed Proposals 

13. As a result of the series of meetings which followed, the representatives 
agreed to recommend to their irespective Associations common proposals 
covering most of the main issues, including most of those on which they 
had previously been divided. These proposals are set out in full in the 
Appendix. 

14. The Government naturally do not take the view that no changes should 
be proposed to Parliament except with the agreement of the local authorities. 
Nevertheless, their willing co-operation can be of great value in carrying 
through any reorganisation. The most careful attention has therefore been 
paid to the views expressed by the representatives of the Local Authority 
Associations. The conclusions reached by the Government upon the broad 
lines to be followed are set out below. 

III. PROPOSALS FOR REORGANISATION 
Need for reorganisation 

15. The test of any system of local government in this country must be 
whether it provides a stable structure, capable of discharging efficiently the 
functions entrusted to it, while at the same time maintaining its local 
democratic character. 

16. Since the present system of local government was established there 
have been far-reaching alterations in the distribution of population and 
industry, the scope and cost of local services, the speed of communications, 
and the relationship between central and local government. But it does not 
necessarily follow that radical changes in organisation are needed. More
over, the present system isfirmly established and the local loyalties and civic 
pride which have grown up around it are a source' of strength to local 
government which should not be under-estimated. A fundamental alteration 
of the existing structure could be justified only if it had shown itself to be 
incapable of meeting present-day needs. That is not the situation. The 
present system has, over many years, stood up to the severest tests. It 
responded well to the abnormal demands made on it during the war and, 
despite certain weaknesses, has on the whole shown itself capable of 
adaptation to changing conditions. 

17. There is, therefore, no convincing case for radically reshaping the 
existing form of local government in England and Wales. What is needed 
is to overhaul it and make such improvements as are necessary to bring it 
up to date. 



18. It was laid down for the Local Government Boundary Commission 
in 1945 that the aim of all alterations in the status and boundaries of local £ 
authorities should be " to ensure individually and collectively effective and 
convenient units of local government administration". This broad objective 
was adopted in the proposals agreed by the representatives of the Local 
Authority Associations and is endorsed by the Government. 

19. Leaving aside, functions and finance, which can be considered 
separately, there are five main problems to be examined, namely: 

creation of new county boroughs; 
extension of existing county boroughs; 
revision of county areas ; 
revision of county district areas; and 
organisation of the conurbations. 

But before these and other problems can be tackled, it is necessary to lay 
down certain guiding principles and provide appropriate machinery to apply 
them. 

Procedure for reviews 
20. The first step is to establish satisfactory methods for determining what 

changes need to be made. At present there is no means of reviewing the 
organisation of local government comprehensively over wide areas. For the 
creation of new county boroughs or the extension of existing ones, the only 
machinery available (except where the authorities concerned accept an 
extension by Order) is the promotion of a Private Bill. But in practice, this 
has proved unsatisfactory, costly and often abortive. 

21. Entirely new procedure is required. This must provide means for 
studying problems comprehensively and for assessing the wider repercussions 
of proposed changes upon other authorities affected. It must enable local 
circumstances to be investigated and local opinion to be consulted. It must 
provide independent and informed guidance, while leaving to the Government 
and Parliament responsibility for ultimate decisions. 

22. As the most effective means of fulfilling these conditions, it is proposed 
to create two Local Government Commissions, one for England and one for 
Wales. Their main task would be to make recommendations to the Minister 
in regard to the creation and extension of county boroughs, any necessary 
alterations in county boundaries, and the organisation of local administration 
in the conurbations. 

23. The Commissions' reports and recommendations to the Minister should 
be published ; and the Minister should submit to Parliament Orders giving 
effect to them, with any amendments which he might consider desirable. 
Subject to certain exceptions (see paras. 31 and 36), each Order presented 
to Parliament should cover a substantial portion of the country, so that a 
comprehensive assessment can be made of the effects of the changes proposed. 

24. A serious disadvantage of the existing procedure is the anxiety caused 
to county councils by the ever-present threat of further losses of territory 
through the, creation or extension of county boroughs ; for even where a 
Private Bill has failed, the fear remains that it may be re-introduced in a 
subsequent session. This puts a strain on good relations between the 
authorities concerned and does not make, for smooth administration. It is 
accordingly proposed that, after the issues in a particular area have been 



settled, there should (apart from reviews of county districts) be a standstill 
for a period of years, during which no further changes would normally he 
made.* 

25. Since local government organisation in each conurbation needs to be 
considered as a whole, any review of county districts within those areas should 
be carried out by the Commission. However, outside the conurbations, the 
county councils should continue to be responsible for reviewing their district 
areas and for proposing to the Minister any desirable changes, subject to the 
right of representation to him by the district authorities concerned. These 
reviews should be carried out by each county council as soon as the Commis
sion's recommendations relating to their county and the Orders arising from 
them have been dealt with by Parliament. 

26. Any changes in the areas and boundaries of county districts should, as 
at present, be effected by Order by the Minister. In any case where it 
should appear to the Minister that the proposals of the county council require 
radical alteration, he should be empowered to instruct the appropriate Corn
mission to review the county districts concerned and make recommendations. 

County Boroughs 
27. One of the first tasks with which the Commissions would have to 

deal is the consideration of applications for promotion to county borough 
status, or, in the case of existing county boroughs, for the extension of their 
boundaries. 

28. An essential qualification for promotion to county borough status 
must be thefitness of the authority concerned to discharge the functions of 
a county borough. In determining this, a number of factors have to be 
taken into account, such as population, resources and administrative record. 
Apart from the claimants own fitness for promotion, consideration must 
also be given to the consequences which it would have for the county or 
counties concerned. 

29. The representatives of the local authority associations have made the 
suggestion, with which the Government agree, that, outside the conurbations, 
a town with a population of 100,000 or more should be assumed to be large 
enough to function effectively as a county borough and that, while an 
authority with a smaller population should not be precluded from applying 
for promotion, it should have to make out a strong case to justify it. 

30. In a conurbation, a multiplicity of autonomous local authorities is 

clearly undesirable. Therefore, the size of population required for promotion 

to county borough status should be higher there than elsewhere ; and it 

should certainly not be lower than the minimum of 125,000 proposed by 

the representatives of the local authority associations. 


31. The adoption of the proposal that a local authority with a population 
of 100,000 (or, in a conurbation, of 125,000) should be presumed capable 
of discharging effectively the functions of a county borough council should 
not be deemed to imply that existing county boroughs with lesser populations 
are unfit to enjoy county borough status. (There are at present 34 county 
boroughs with a population below 100,000). Nevertheless, it would not be 
right to exclude this issue in all circumstances. It should be open to the 
Commissions to recommend the withdrawal of county borough status if they 
are satisfied that a particular authority is unable to discharge its responsi
bilities effectively. However, to deprive a county borough of its independent 
status would be a most serious step which should be contemplated only where 

* [t is not intended that this should preclude the submission of petitions tinder Ss. 25 and 
129 of the Local Government Act, 1933, which relate to wards and the creation of municipal 
boroughs. 



it is plainly necessary for efficient administration. As a safeguard, any  j k 
proposal to deprive a county borough of its status should be presented toW 
Parliament in a separate Order, so that the question could be considered on 
its own. 

32. In the case of an application by a county borough for the extension 
of its boundaries, it has to be decidedfirst, whether any expansion is justified, 
secondly, whether the area claimed is excessive, and thirdly, what the conse
quences will be for the county or counties affected. It is clearly not possible 
to devise any simple formula by which these questions can be resolved. It 
would, however, seem reasonable that the onus should be placed on the 
county borough to establish that the advantages which the extension would 
confer upon its own inhabitants and those of the additional area claimed 
would outweigh any disadvantages which might result for the county or 
counties concerned. 

33. An authority which is applying simultaneously for county borough 
status and boundary extension should be entitled to have both applications 
considered together. 
Counties 

34. The representatives of the local authority associations were agreed that 
the Commissions might have to consider " the division, amalgamation, 
alteration and extension of counties". There are undoubtedly anomalous 
features in certain county boundaries which cause administrative incon
venience and could with advantage be corrected. The Commissions should, 
therefore, be entitled to recommend adjustments in county boundaries, where 
they are satisfied that these are needed for efficient and economical 
administration. 

35. Moreover, in exceptional circumstances, promotions and extensions of 
county boroughs might make such inroads into a county as to render it no 
longer a viable unit of administration. Such cases are likely to be rare. 
But, where, for this or other reasons the need arises, the Commissions 
should not be precluded from recommending the amalgamation of one county 
with another or, if necessary, the transfer of substantial territory. 

36. Any Order providing for the amalgamation of counties or for the 
transfer of a substantial part of one county to another should be limited 
to that proposal and any others which are directly relevant. This would 
enable the issue to be separately debated in Parliament. 

37. iln any event, no significant alterations should be made in the boundary 
between England and Wales, and even minor adjustments to it should require 
the consent of the county councils concerned. 
Conurbations 

38. In the large built up areas, known as " cpnunbations.", special prob
lems of organisation arise. Six major conurbations have been defined by the 

Registrar-General for census purposes—Greater London, South-East Lanca
shire, the West Midlands, the West Riding, Merseyside and Tyneside. How
ever, for purposes of local government organisation the conurbations would 

not necessarily be identical with these. 


39. Local administration in the conurbations is divided between numerous 
units of different types and sizes.* The effect is that autonomous county 
boroughs are intermingled with county districts belonging to counties, of 
which large parts lie outside the conurbation. There can be little doubt 
that these haphazard arrangements are not conducive to efficiency or economy. 

* For example, in the South-East Lancashire conurbation, there are over 50 local authorities 
(2 counties, 7 county boroughs, 15 non-county boroughs, 29 urban districts and one rural 
district). 



40. There are various possible methods of improving the pattern of local 
government within the conurbations. One is to acquiesce in the continued 
existence of a patchwork of local authorities of different types and with dilfer
ent powers, but to endeavour to reduce their number. This could be achieved 
by amalgamating county districts, by expanding county boroughs and creating 
new ones, and by adjusting county boundaries so as to reduce the number of 
counties involved. 

41. A second method is to reorganise the area on a uniform basis. The 
county borough is the normal form of government for a big town, and county 
boroughs do in fact form the core of most of the conurbations. In the large, 
conurbations, the creation of a single all-embracing county borough would 
not be practicable, but it might be possible to form a group of county boroughs 
which, between them, would cover the whole area. 

42. Either of these methods would still leave unresolved the problem 
,of those local authority services which may need to be co-ordinated or 
administered in common for the whole conurbation. Such co-ordination 
or common administration might be secured by creating joint bodies, repre
sentative of the various authorities in the conurbation ; though this course 
Would have the disadvantages of any system of indirect representation. 
Alternatively, a directly elected upper tier authority might be created to deal 
with all the services requiring joint action. 

43. It is thus clear that there is no simple or wholly unobjectionable 
solution to the problem of local government organisation in the conurba
tions. Moreover, conditions in the different areas are not identical; and 
the same treatment may not necessarily be appropriate for all. It may, there
fore, be right that provision should be made for alternative solutions, and 
that the Commissions should be asked to recommend the one which seems 
most appropriate in each case. 

Greater London 
44. The conurbation of Greater London is unique. It has a population 

of over 8 million, which is imore than three times as large as that of any of 
;the other conurbations. Some 5-\ million people live in the two wholly 
urban counties of London and Middlesex. The conurbation also embraces 
over 35 county districts, divided among 4 other administrative counties, and 
3 county boroughs. 

45. The administrative County of London has a system of local govern
ment different from any other, and any changes in its organisation would, 
therefore, have to be specially considered. None of the present proposals, 
accordingly, apply to the structure of local government within the County 
of London. 

46. Middlesex presents a special problem of a different kind. While it 
contains no county boroughs, it has eleven boroughs with populations well 
above the present statutory minimum for promotion to that status. The 
promotion of all or even of the largest of these authorities would involve 
the virtual extinction of the county. In fact, in Middlesex there are really 
only two practical alternatives—either to have no county boroughs at all, 
or to have nothing but county boroughs and abolish the county. In all 
the circumstances, the Government consider that the two-tier structure should 
be retained throughout Middlesex and that no promotions to county borough 
status should be made. However, a review of its district areas should be 
carried out by the Commission. Meanwhile, the desirability of some further 
delegation or transfer of functions within the county of Middlesex should 
be discussed by the local authorities concerned. 
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47. The remaining parts of the conurbation have features in common with 
the other conurbations and the problems raised by these should be approached 
on similar lines. It is, therefore, proposed that these areas should be included 
within the scope of the Commission̂  review, in the course of this review 
the Commission are also bound to have to consider the question whether 
there are matters which should and could be handled jointly on behalf of 
greater London as a whole. After consultation with all the authorities 
concerned, the Commission should be entitled to make such recommendations 
as they may think desirable. 

County Districts 
48. In any review of county districts, the principal problem is that of 

reducing the number of unduly small authorities which still exist in many 
parts of the country. There are some 700 county districts in England and 
Wales with populations of less than 15,000, nearly 500 with less than 10,000 
and over 200 with less than 5,000. 

49. The extent of this problem varies from county to county. This is 
partly due to the differing manner in which the county councils carried out 
their reviews in the years before the war. As was stated in 1945 in the 
White Paper on Local Government in England and Wales: — 

" Some county councils undertook the work with vigour, and the 
resulting system of county districts and parishes in these counties was 
satisfactory and probably calls for little, if any, revision on a second 
review. Others met with strong opposition from interests concerned to 
maintain the status quo and the proposals put forward were inadequate." 

Another difficulty has been the special position of non-county boroughs, 
some of which are very small. 

50. When the next series of reviews ta'kes place, it is essential that county 
councils should tackle with determination the task of reviewing the areas and 
boundaries of their county districts and should recommend any changes 
necessary to secure administrative units with adequate population' and 
resources. It might be helpful for some guidance to be given as to the 
minimum population which is desirable in a county district. However, it 
would have to be recognised that local circumstances vary greatly, particu
larly in the more sparsely populated areas, and that consequently no standard 
could be rigidly applied. 

Non-County Boroughs 
51. One of the obstacles to the rational organisation of county districts 

has been the inability of county councils to deal with non-county boroughs 
in the same way as with other county districts. For example, a county 
council has the power to propose the transfer of a rural district to a non
county borough, but it may not propose the reverse. Therefore, where two 
such districts are amalgamated, the resultant unit must be a borough. 

52. The Government agree with the associations' representatives that a 
county council should be free to recommend changes in the boundaries and 
status of any of its county districts, including non-county boroughs. Never
theless, it must be recognised that these boroughs, by virtue of their Charters, 
history and traditions, are in a special position. The Government, therefore, 
consider that every effort should be made to preserve so far as possible their 
identity and dignities. 



53. Where a non-county borough is amalgamated with another pre
dominantly urban area, there is not normally any reason why the whole 
of the combined area should not have the status of a borough. But where 
the result of the amalgamation would be a predominantly rural area, the 
title to be accorded to the new unit and the retention of traditional dignities 
by any borough or boroughs included in it will need special consideration. 
Where it is decided not to accord the title privileges and dignities of a 
borough to a predominantly rural area embracing an existing borough, pro
vision might be made for the identity and perhaps certain of the dignities 
of the borough to be preserved within the new unit. 

54. iln any case, no non-county borough should be deprived of its status 
without the specific consent of the Minister; and this should not be given 
until he has held an inquiry into any objections which the borough may wish 
to make. 

Parishes 
55. Parish councils can be most valuable in focussing opinion in small 

rural communities and in performing small but useful functions of a purely 
local character. But, if they are to make their full contribution, their 
boundaries will in some cases need revision. 

56. County councils have the power to review parish areas and have done 
so from time to time in the past. The general review of county districts should 
be accompanied or followed by a reconsideration of parish boundaries. The 
object should be to secure that, wherever practicable, each parish is repre
sented by a parish council. In some cases, this might be achieved either by 
amalgamating two or more parishes, or by grouping them under a joint 
council. 

Functions 
57. As part of any review of local government organisation, the question 

of the distribution of functions between different types of authorities must 
be considered. But, since it is intended to retain broadly the existing 
structure of local government, this question can be examined separately from 
those of status and boundaries dealt with in earlier paragraphs. 

58. The representatives of the Local Authority Associations recommended 
some re-distribution of functions between county councils and county district 
councils. Though they were not agreed as to which functions, or parts of 
functions, should be re-distributed, they considered that the aim should be 
to secure that all functions are exercised at the lowest administrative level 
consistent with efficiency and economy. 

59. While accepting this general aim, it must be recognised that nowadays 
the main local government services call for large financial resources, hichly 
qualified staff and substantial units of administration. This inevitably limits 
the scope for the transfer of functions to the smaller authorities. Moreover, 
the extent to which this is practicable will, vary with different services. 

60. The Ministers concerned have been discussing this matter with repre
sentatives of the local authority associations. In the light of these discussions, 
each is considering what changes are desirable in the distribution of those 
functions for which he is responsible, and will, in due course, announce the 
Governments conclusions. In regard to certain services this question is bound 
up with wider issues of policy ; and in such cases it may not be possible 
to settle the distribution of functions until those other issues have been 
decided. 



Finance 
61. While it is important to secure improvements in the machinery for 

determining the boundaries and status of local authorities and in the dis
tribution of their functions, it is of equal importance to ensure that the 
financial structure of local administration is sound. 

62. The Government have accordingly put in hand a comprehensive review 
of local authorityfinance. The object is to ascertain what alterations in the 
presentfinancial arrangements are desirable, in the light of the extensive 
changes which have taken place in the scope and duties of local government 
since this matter was last examined in 1929. In considering this problem, the 
primary aim must be to assure the provision of efficient and economical local 
services and to increase as far as possible thefinancial responsibility of local 
authorities. 

63. The review embraces every aspect of localfinance, including Exchequer 
grants of all kinds, the basis of valuation for rating, the principle of derating 
and other possible new sources of local revenue. This involves much detailed 
study and raises important issues of national policy. Nevertheless, the review 
is already well advanced ; and the Government hope to be able to make 
an announcement of their conclusions before the end of the year. 

Legislation 
64. In order to effect changes in the structure, functions orfinance of local 

government, legislation would naturally be needed. Before framing such 
legislation, the Government will wish to have further discussions with the 
representatives of the local authorities and to consider the views which may 
be expressed in Parliament and elsewhere. 



APPENDIX 


PROPOSALS AGREED BY REPRESENTATIVES OF 

LOCAL AUTHORITY ASSOCIATIONS 


I. THE N A T U R E OF THE PROBLEM 
1. The present system of local government is one-tier administration in Ihe 

large cities and towns, and, in the administrative counties, two-tier in the smaller 
towns and three-tier in the rural districts. The approach in this paper is that 
this structure works well and that it should be maintained ; but that it could be 
made to work better if certain matters were dealt with. 

2. The matters which require attention are these: 
(a)	 the need to ensure that all authorities (in all categories) are so constituted 

as to be, individually and collectively, effective and convenient units 
of local government ; 

(b)	 claims by county boroughs to extend their boundaries and by non
county boroughs and urban districts to become county boroughs ; 

(c) the	 effect on the counties concerned of the extensions and promotions 
claimed ; 

(d)	 the wish of county districts (particularly the larger ones) to exercise, either 
"as of right" or by delegation, some of the functions now discharged 
by county councils ; 

(e) the	 need to improve the organisation of local government in the 
conurbations ; 

(f)	 the desirability, after necessary changes have been made, of avoiding 
further changes for a substantial period. 

3. A review of local government finance, including the financial relations 
between central and local government and the effect upon county finances 
of the proposals for reorganisation, should be started as soon as possible by the 
Government Departments concerned, with the object of seeing how far the 
financial independence of local authorities can be strengthened. 

IJ. POLICY PROPOSALS 

Promotion to County Borough Status outside Conurbations 
4. An application by a non-county borough or an urban district for promotion 

to county borough status should be considered in the light of: 
(a)	 its ability (having regard to population, resources and other factors) to 

discharge effectively and conveniently the functions of a county 
borough ; and 

(b)	 the effect which the promotion if made would have on the county as a 
whole! (Among the relevant factors to be considered in this connection 
should be other applications for promotion and the- possibility of 
adjustment in county boundaries or, in appropriate cases, of amalg;.ma
lions of one county with another. 

5. Two or more authorities should be entitled to make a joint application 
for amalgamation and simultaneous promotion to county borough status. 

6. It should be permissible for an authority to apply for an extension of its 
boundaries and for promotion to county borough status, and for both questions 
to be considered at the same lime. 

7. In considering an application by a non-county borough or urban district 
for promotion to county borough status, there should be a presumption that an 
authority with a population of 100,000 or more (having regard to the nrovisions 
of paragraphs 5 and 6) is able to discharge effectively and conveniently the 
functions of a county borough (see paragraph 4 (a)). 



8. An authority with a population of less than 100,000 which seeks promotion 
to county borough status should be required to show exceedingly good reason 
to justify promotion, having regard to both (a) and (b) of paragraph 4. 

Extension of County Boroughs 
9. An application by a county borough for an extension of its boundaries 

should be considered in the light of all relevant factors, including the effect 
on the administrative county. 

Withdrawal of County Borough Status 
10. The withdrawal of county borough status on the grounds of inability to 

discharge effectively and conveniently all the functions of a county borough, 
having regard to population, resources and other factors, might be considered 
as part of any reorganisation. 

Alteration of County Boundaries 
11. The division, amalgamation, alteration and extension of counties might 

also be considered as part of any reorganisation. 

Conurbations 
12. By conurbations are meant large areas of more or less continuous urban 

development containing a substantial number of local authorities. (The 
definition of the areas to be regarded as conurbations for the purposes of local 
government reorganisation will need further consideration.) The pattern of 
local government in these areas should be looked at as a whole. The aim 
should be to ensure, throughout each conurbation, individually and collectively 
elfcctive and convenient units of local government. Inside conurbations the 
case for the creation of a county borough or for the extension of the boundaries 
of a county borough should be looked at equally with the need for securing a 
proper organisation of local government on a two-tier basis in the parts of the 
conurbation outside county boroughs. 

13. Subject to the previous paragraph, applications for promotion to county 
borough status inside conurbations (excluding the Counties of London and 
Middlesex) should be treated on the same lines as applications from authorities 
elsewhere ; but the minimum population for eligibility for promotion within a 
conurbation.should be 125,000, subject to the provisions of paragraphs 5 and 6 
above. 

14. Middlesex should be preserved as a two-tier urban County, and its County 
Districts should be ineligible fcr promotion to coUnly borough status. As part 
of any such arrangement, there should be some redistribution of powers between 
the County and the District Councils, including the conferment on the latter of 
some powers not at present exercised by the County District Councils. This 
would take place after any necessary boundary adjustments or amalgamations. 

Alteration of District Boundaries 
.15. County councils should review county districts and make recommendations 

to the Minister for dividing, extending, altering or amalgamating their areas, 
so that they would be, individually and collectively, effective and convenient units 
of local government, having regard to the factors set out below : 

(a) Community of interest. 
(b) Development, or anticipated development. 
(c) Economic and industrial characteristics. 
(:/) Financial resources measured in relation tofinancial need, including in 

particular, but not exclusively, the average rateable value per head of 
population, rates raised per head of population and the - estimated 
product of a given rate poundage. 

(c)	 Physical features including in particular, but not exclusively, suitable 
boundaries, means of communication and accessibility to administrative 
centres and centres of business and social life. 

(/) Population—size, distribution and characteristics. 
(g) Record of administration by the local authorities concerned. 
(h) Size and shape of the areas. 

(0 Wishes of the inhabitants. 




16. Non-county boroughs should be included in the reviews, and it should be 
open to county councils to recommend alterations in their boundaries and status. 
But no non-county borough should lose its status without the specific consent of 
the Minister, and the Minister should not give his consent until he has held an 
inquiry into any objections raised by the borough. (The question of preserving 
the Charter privileges cf small ncn-county boroughs who may lose their status, 
and of the title to be given to any new unit embracing a former borough will 
need further consideration.) 

Functions of County, County District and Parish Councils 
17. Certain functions at present exercisable by county councils should be 

conferred as of right on county districts with a population of more than a figure 
to be specified"". A county district council that does not wish to exercise powers 
conferred on them should be able to relinquish them to the county council. 
Changes in functions following on increases or decreases of population should 
take place at fixed times—e.g. in the light of the Census figures. 

18. Tn addition, county councils should delegate certain functions to county 

district councils in accordance with provisions to be made. 


19. The extent to which delegation of particular functions may be appropriate 
should, after consultation with the associations, be laid down under statute. 

20. Within the limits of what is laid down, each county council should consider 
jointly with its county district councils their claims to exercise functions which 
might be delegated and prepare within a given time a " county delegation 
scheme " showing the functions which it is proposed to delegate to each district 
council and the extent of the delegation. Where there was objection lo the 
provisions or operation of a scheme, there should be a right of appeal to the 
appropriate Minister. 

21. Other functions should be the exclusive responsibility either of county 
councils (subject to a general power of delegation) or of county district and 
parish councils. 

22. Certain changes relating to functions have been proposed by the respective 
local authority associations"!'. It is recognized that the redistribution of functions 
must first be discussed with the Government Departments concerned and be 
subject to their views. The aim should be to secure that all functions are 
exercised at the lowest administrative level consistent with efficiency and economy. 

Parishes 
23. The role of parish councils in focussing local opinion should if possible 

be strengthened. 

III. PROCEDURE FOR IMPLEMENTATION 

Local Government Commission 
24. T  o assist in carrying out the policy outlined above there should be created 

by statute a Local Government Commission. Its task should be to undertake 
reviews and, after consultation with all local authorities concerned, lo make 
recommendations in regard to the following matters: 

(a) promotion to county borough status; 
(6) extension of county borough boundaries ; 

* Since these proposals were agreed, the County Councils Association have stated that, 
on further consideration, they would prefer that the functions concerned should be " com
pulsorily delegated " rather than " conferred " . 

f The functions in question are:— 
Civil Defence; Coroners; Classified Roads and County Bridges; Diseases of Animals; 
Education (primary, secondary and further); Fertilizers and Feeding Stuffs; Food and 
Drugs (including Milk and Dairies); Functions under Part 111 of the Town and 
Country Planning Act, 1947; Libraries; Local Health and Welfare services (under 
the National Health Service and National Assistance Acts); Smallholdings; Shops; 
Theatres and Cinemas; Weights and Measures. 



(c) withdrawal of county borough status; 
(d) division, amalgamation, alteration and extension of counties ; and 
(c) division, amalgamation, alteration	 and extension of local government 

areas in conurbations ; each county council concerned to be consulted 
on the complete proposals affecting its area as provided in paragraph 27. 

Confirmation by Parliament 
25. The Commission̂  reports should be presented to the Minister and published. 

The Commission̂  recommendations, subject to such amendments as the Minister 
might see fit to make, should be embodied in a series of orders. These orders, 
each covering a substantial area (except in the cases referred to in the following 
paragraph), should be submitted to Parliament for approval or rejection (but not 
amendment). 

26. An order providing for the withdrawal from a borough of its county 
borough status, or for the amalgamation of one county with another, or involving 
the disappearance of an administrative county, should provide only for that and 
such other changes as were directly related to that provision. 

27. Draft proposals by the Local Government Commission arising from their 
review of conurbation should be submitted to the county councils and county 
district councils concerned, and any objections they raised to proposals relating 
lo their areas should be taken into consideration by the Commission. Where the 
Commission were unable to reach agreement with the county councils the latter 
should set out their views, either as objections or in the form of counter
proposals, and these should be included by the Commission in the Report to the 
Minister which should be published. In presenting to Parliament a conurbation 
order objected to by the county council, the Minister should state the reason 
for his adoption or rejection of recommendations of the county council. 

28. A.11 lecal authorities affected by any proposal of the Commission should 
have the right to make representations to the Minister. 
Reviews of County Districts by Counties 

29. As soon as possible after Parliament had pronounced on the Commission̂  
recommendations relating to their area, each county council should proceed to 
carry out, and complete within a prescribed period, their reviews of county districts 
in the manner referred to in paragraph 15 above. The procedure for these 
reviews should broadly follow that provided for in Section 146 of the Local 
Government Act, 1933, except as otherwise stated in paragraph 16 above. 
Wales 

30. It is proposed that a separate Commission for Wales should be established, 
a majority of whose members should have special knowledge of Wales. The 
Commission̂  terms of reference should be similar to those of the English Corn
mission. No alteration affecting the boundaries between England and Wales 
should be made except with the consent of the county councils concerned, and 
no major alteration in any case. 
Standstill after Review 

31. After Parliament had decided the orders arising from the Commissions' 
reviews, no further changes should be made in the areas or status of counties 
and county boroughs for a period of 15 years, unless in a particular case there 
were, altogether exceptional circumstances. 
Interim Arrangements 

32. Pending a decision on these proposals, it is undesirable: 
(a)	 that there should be any reviews of county districts under Section 146 

of the Local Government Act, 1933 ; or that any individual district 
should be eliminated without their consent, unless in the most exceptional 
circumstances ; 

(b)	 that there should be any promotion of a non-county borough or urban 
district to county borough status or any extension of a county borough 
except where all the authorities concerned are in agreement. 



NOTES 

1. The above proposals	 were agreed by representatives of : 


The County Councils Association. 


The Association of Municipal Corporations. 


The Urban District Councils Association. 


The Rural District Councils Association. 


The National Association of Parish Councils. 


2. Since the discussions were confidential, the representative could not consult 
their associations. They did, however, refer the proposals to their executive or 
other appropriate committees, who informed the Minister that, subject to the satis
factory outcome of the subsequent discussions on functions, they would recom
mend them to their respective associations. The Association of Municipal Corpora
tions added that their agreement was given in the light of the Ministers assurance 
that a thorough review of local government finance would take place. 

3. The London County Council was not represented at the discussions. The 
proposals do not apply to the County of London. 

(32258) W t . - 1 0 5  1 1 3 , 121 7/56 D . L . 
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LONG-TERM ASSURANCES FOR HOME AGRICULTURE 

REPORT FROM MINISTERIAL COMMITTEE ON THE FARM PRICE REVIEW 

Government Undertaking 
The Government included the following statement in the Annual Review 

White Paper, 1956 (Cmd. 9721, paragraph 3 6 ) :  

" 36. The Government recognise that each Annual Review by its nature 
can afford assurance for only a comparatively short time ahead and that, 
if longer-term assurances could be made more effective, this would help the 
industry in its forward planning. Accordingly they will consider whether 
any practicable methods of providing such assurances of support for the 
industry can be devised." 

The terms of the Government^ general obligation to the industry under the 
Agriculture Act, 1947, Section 1 (1) are set out in Appendix I. 

2. We have been considering various proposals and we now need to give 
officials instructions for discussions with the Farmers' Unions arranged for the 
last week in July and to be resumed in the latter part of September. 

The Proposals 
3. Our basic objective is to give greater assurance to farmers for the next 

four or five years, whilst avoiding so far as possible the pressures which have been 
a feature of recent Annual Reviews. The Agricultural Ministers propose for this 
purpose that we should be ready to offer the farmers a " package deal" 
consisting of: — 

(i) a guarantee	 about the general level of support for the industry, which 
could take the form of either: — 
(a)	 as the Agricultural Ministers would propose, undertaking to 

maintain the total value of the guarantees unchanged each year 
as long as the net income of the whole industry fell within a 
predetermined range, which might be £300 millions to £340 
millions for the first five years, but to hold an Annual Review 
to consider adjustment of the total if net income fell below 
this range or rose above it; or 

(b)	 undertaking to. make good or a predetermined proportion, say 
80 per cent., of increased costs each year, after making an 
allowance—say £10 millions—on account of increasing efficiency 
in the industry; 

(ii) an undertaking that the guaranteed prices for commodities would in any 
year be at least x per cent, (say 96 or 97 per cent.) of the guaranteed 
price for the previous year; 

(iii) a new scheme of grants for capital improvements (primarily for land and 
buildings) costing up to, say, £10 millions a year over a substantial 
period, say 10 years. 

4. We are all agreed that the second and third parts of the proposal could 
reasonably be offered to farmers without involving undue risks to the Exchequer 
or having undesirable repercussions on our existing or potential overseas trade 
commitments. But the first part presents greater difficulty. This is partly because 
of the problem of reconciling any fresh commitment related to support for home 
agriculture as a whole with any new commitments into which we might wish to 
enter as a result of trade talks with the Commonwealth and a new trade initiative 
in Europe, and partly because, although the alternative bases (a) and (b) above are 
the best that can be found, both have substantial disadvantages. 

Home and International Policy 
5. We have undertaken at least to consider whether more effective long-term 

assurances can be given to our own farmers. It is most important that we should 
end the discussions with an offer which, even if it is not acceptable to the farmers, 
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is good enough to be politically defensible. The Agricultural Ministers feel that 
we must be prepared to accept, as part of such an offer, an undertaking related to 
the total level of support. 

6. The adoption of such an undertaking would leave us little room for 
manoeuvre in regard to home agricultural policy during the next four or five years. 
But if we are to retain the bulk of our Commonwealth preferences and to negotiate 
successfully with Europe, we may be forced to try to increase our consumption of 
Commonwealth agricultural products. This might be extremely difficult without 
adjustment of our own domestic agricultural policies. On the other hand, the 
Agricultural Ministers see no way in which we could reduce our home agricultural 
output sufficiently to meet the Commonwealth problem without such a drastic 
alteration in our agricultural policy as would be politically impossible. 

7. If therefore, as the Agricultural Ministers feel to be unavoidable, we must 
be prepared to accept an undertaking related to the total level of support for home 
agriculture, the question of timing will be important. Any announcement of 
definite proposals to give fuller assurances to home agriculture would need to be 
co-ordinated with the progress of the European and Commonwealth talks. We 
may need, therefore, to avoid making any final offer to the Unions until the 
situation with regard to these talks has been further clarified. In the meantime, 
however, we must start the discussions. These will in any case be difficult: if 
embarrassment is to be avoided, officials must begin with clear instructions as to 
the kind of eventual offer they should have in mind. 

Form of any General Assurance 
8. The alternative undertakings proposed for the general assurances relate 

to a range of net income and to partial recoupment of cost changes respectively. 
The first has the advantage of taking account of all factors affecting the income of 
the industry and not only of costs; but it is open to the objection that we should 
be giving an implied undertaking to maintain within a range the income of a 
particular industry, at any rate for five years, and to do this whatever happened 
to the output of the industry. On the other hand this is in practice already a major 
consideration in determining the level of agricultural support each year and in 
presenting it we would have to say that we were now giving precision to that 
practice. 

9. The second proposal would give precision to the other major consideration 
in present practice—cost changes from year to year. It avoids any undertaking to 
maintain the income of the industry, but might appeal to the individual farmer 
who is cost-conscious. On the other hand it may be open to criticism as appearing 
to be a partial cost-plus system. 

10. Other relevant points of comparison are that the cost change formula 
although easier to understand is more rigid than the range of net income idea; that 
it might be rather more expensive if there were a significant change in the economic 
climate, with falling prices and costs, unless the complication were added of 
qualifying the formula so as to take account of Exchequer cost; and that while 
both involve difficulties about the interpretation of statistics or incorporation in 
statutory provisions, these may be rather less acute on a net income formula. 

Decisions Required 
11. We ask the Cabinet to decide— 

(i) that minimum commodity guarantees	 should be offered to the farmers, 
coupled with a capital improvements scheme to cost up to, say, 
£10 millions a year over, say, 10 years (paragraph 3 (ii) and (iii)); 

(ii) whether	 our eventual offer should also include an undertaking related 
to the total value of support to the industry; 

(iii) if so, whether this undertaking should be— 
(a) in	 terms of a guarantee of a range of net income (paragraph 3 

(i) (a)), or 
(b)	 in terms of the recoupment of a proportion of costs (paragraph 3 (i) 

(b)); 
(iv) the terms of the necessary directive to officials for the July discussions on 

the basis of the draft in Appendix II. 



APPENDIX I 

AGRICULTURE ACT, 1947 

BART I 

Guaranteed Prices and Assured Markets 

1.—(1) The following provisions of this Part of this Act shall have effect for 
the purpose of promoting and maintaining, by the provision of guaranteed prices 
and assured markets for the produce mentioned in the First Schedule of this Act, 
a stable and efficient agricultural industry capable of producing such part of the 
nation's food and other agricultural produce as in the national interest it is desirable 
to produce in the United Kingdom, and of producing it at minimum prices 
consistently with proper remuneration and living conditions for farmers and 
workers in agriculture and an adequate return on capital invested in the industry. 

APPENDIX II 

DRAFT DIRECTIVE TO OFFICIALS 

For the purpose of the forthcoming discussions with the Farmers' Unions, 
officials of the Agricultural Departments should have as their objective an eventual 
offer from the Government of assurances in the form of a package deal which might 
comprise the following: — 

(i)	 an undertaking relating to the minimum level of the guarantees for each 
individual commodity; 

(ii) a scheme of grants for capital improvements; 
(iii) an undertaking relating to the total value of support for agriculture. 
2. For the undertaking (iii) related to the total value of support, the objective 

should be a proposal based on the principle that variations in the total value of the 
guarantees should depend (according to the Cabinet's decision on these alternatives) 
[on whether or not the net income of the industry falls within a predetermined 
range] [on a sharing between the Government and the industry of the effects of 
cost changes with an allowance for the increasing efficiency of the industry]. 

3. For the forward guarantees on individual commodities' the objective should 
be an undertaking to maintain the guaranteed price of any commodity at a figure 
which would be at least x per cent, (say, 96 per cent, or 97 per cent.) of the 
guaranteed price for the preceding year. 

12th July, 1956. 
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THE PUByfrfECORDS ACT 
ADEN - 

Memoran^um-byJhe^Secretary of State for the Colonies 

I circulate the following notes on the present situation in 
Aden Colony and the Aden Protectorate for the information of my 
colleagues. 

I. GENERAL 

2. The British position in Southern Arabia has been assailed 
in varying degrees by Egypt, the Yemen and Saudi Arabia, three countries 
which recently concluded a military pact at Jedda. The forms that their 
hostility has taken in recent years in intrigue and subversion and, in the 
case of the Yemen, of aggression on the Protectorate frontier, have been 
fully reported. Local action to counteract these hostile moves and to 
convince the. Colony and Protectorate that their interests will be best 
assured by the British connection is not by itself enough. Vigorous 
diplomatic and propaganda measures are vital to relieve this external 
pressure. 

- ' . . . 

3. Much mischief has been caused, especially in the Colony 
and parts of the Protectorate near it, by hostile propaganda in Cairo 
broadcasts. This is being met by strengthening the broadcasting from 
Aden, which could be greatly assisted by co-operation from B .B .C . 
broadcasts, to which Arabs look as the "Voice of Britain". 

II. PROTECTORATE 

4. The present frontier between the Aden Protectorate and the 
Yemen is that accepted by Her Majesty's Government and the^emen by 
the treaty of 1934 pending the negotiation of a permanent settlement of 
this question, to be reached before 1974. The position of the 
Protectorate frontier with Saudi Arabia has been defined unilaterally 
by Her Majesty's Government. On the Yemen frontier there are some 
places where its exact position is genuinely in doubt, but an agreement 
made in 1951 to appoint a Boundary Commission to clear up these doubts 
has never been implemented by the Yemen. Meanwhile, there have 
during recent years been a number of incursions across the border by 
Yemeni tribesmen and sometimes by Yemeni troops, and the Yemeni 
authorities have actively fomented discontent in parts of the Protectorate 
by bribery and subversion and by inciting dissidents by gifts of arms 
to rebel against local Protectorate Rulers. Recently these tactics have 



changed, and interference has taken the form of encouragement of 
industrial and political discontent inside the Colony and Protectorate, 
with the result that the Yemen frontier is at present relatively quiet. 
The Saudi authorities have also lately discontinued the encouragement 
that they had been giving to outlying tribesmen in the Eastern Aden 
Protectorate by bribery and intrigue to cause trouble in the Protectorate. 

5. Apart from the R . A . F . stationed at Aden and available in 
the Protectorate, the Air Officer Commanding at Aden has under his 
command, in the Protectorate, the Aden Protectorate Levies recruited 
from the Protectorate (2,350 all ranks and including 50 British off icers). 
Internal Protectorate security forces also are the Government Guards 
in the Western Aden Protectorate (930 all ranks including 10 British and 
23 Arab officers) and the Hadhrami Bedouin Legion in the Eastern Aden 
Protectorate (750 all ranks including 23 Arab off icers). These two 
Security Forces are under the control of the Governor. There are as 
well local State forces (the Lahej Regular Army, the Mukalla Regular 
Army and Tribal Guards) under local Rulers (see also paragraph 12). 

6. Hostile propaganda has had a degree of success in the more 
civilised areas of the Protectorate, and this has been exemplified by anti-
British agitation on the part of members of the Jiffri family who are 
active members of the local Arab National Congress. The Jiffris belong 
to Lahej, the principal State in the Western Aden Protectorate, and 
are Saiyids. They are British Protected Persons and their deportation 
or rustication raises considerable difficulty. The Lord Chancellor, 
the Attorney-General and I have recently discussed the best way to 
proceed with Sir William Luce, who goes out as Governor next month. 
I can report orally on this. 

7. Federation of the Protectorate States would bring them 
economic and administrative advantages. Most of the Protectorate 
Rulers have agreed to the idea in principle, but some of them, especially 
those of the smaller States, have misgivings about it, and it is not being 
pressed. The Rulers have been left entirely free to negotiate among 
themselves such form of closer association as may suit them best. 

8. The Imam of the Yemen has hitherto strongly opposed the 
prospect of any closer combination between the Aden Protectorate States, 
as being likely to make his own ultimate absorption of them more difficult. 
There are now signs that he may encourage a South Arabian Union 
independent of Britain. 

9. So far no mineral wealth has bees/found in the Aden 
Protectorate, but Petroleum Concessions (an associate of the Iraq 
Petroleum Company) hold an exploratory licence for oil, and are 
prospecting in the eastern part of the Eastern Aden Protectorate, which 
seems to be the most likely part of the country to yield results, 
Discovery of oil, if it occurs, will present a problem of the equitable 
division of the profits. The Protectorate is grant-aided, and it would 
be wrong for part of it (probably the greater part ) to remain so while 
one or two of the Protectorate States, in which oil is found, wax rich on 
the proceeds. The Governor of Aden has therefore proposed to the 
Rulers that they should accept, before the discovery of oil, agreements 
whereby the profits (apart from the Company's share) will be divided 
between the States in	 which oil is found and the other States to finance 
current and new services, and thereby to reduce the amount of the grant
in-aid. None of the Rulers has yet accepted these agreements in detail, 
but some have done so in principle. The Sultan of Qishn and Socotra, 



in whose mainland territory there are the best oil prospects, has rejected 
the agreements; we have other complaints against the Sultan and 
independent of his attitude over oil strong action against him has been 
considered. It would clearly be inadvisable to take it on the grounds of 
his attitude to the oil proposals. The Governor asks for authority if 
necessary to give the Sultan formal advice to accept the agreements. 
The Sultan is bound by his advisory treaty to accept formal advice on all 
matters, except those concerning Mohammedan religion and customs, 
provided the advice is in the interests of the State or of the people of the 
State. Refusal to accept could be met only by his deposition or by the 
suspension of his authority over his mainland territory. I do not propose 
to authorise the giving of formal advice unless and until Sir William Luce 
recommends it. 

I I I . COLONY 

10. Aden Colony has during 1956 been the scene of serious 
industrial unrest which has been exploited by political malcontents. 
A wave of strikes in the spring dislocated the business of the port and, 
for a time, of the new refinery. A Commission of Inquiry appointed by 
the Governor found that the strikes had legitimate industrial causes. 
They were, however, fomented and prolonged by political incitement. 
The genuine grievances of the workers have been met, but unrest continues. 
Mr . James Young, a former Trades Union official in the United Kingdom, 
who was a member of the Commission, on which he did most valuable 
work, is returning to Aden before the end of this month, and will assist 
in the proper organisation of the Aden trade unions (which are, for the 
most part, very new and inexperienced bodies) and the improvement of 
industrial relations between them and the employers. 

11. The internal political situation in Aden Colony has been much 
changed by the emergence of political associations. The Aden Association 
aims at internal self-government for the Colony inside the Commonwealth, 
but the United National Front and the South Arabian League (now combined 
under the name of an Arab National Congress) are more extreme and work 
for an independent South Arabian State, embracing the Protectorate and 
the Colony and possibly joining with the Yemen and divorced from any 
British connection (see also paragraph 6). At the same time a large 
part of the Arab population in the Colony of Aden, and also the Indian 
element, are conservative but inarticulate, and would gladly see the 
present form of administration continue. The policy of Her Majesty ls 
Government is clearly to encourage the Aden Association against the 
extreme organisations (whose followers include many Yemenis in Aden 
who are not British subjects), by promoting gradual advance, by 
safe stages, towards a considerable degree of internal self-government, 
while preserving British ultimate control. 

IV. LAW AND ORDER GENERALLY 

12, Forces available in the Colony for the maintenance of law 
and order are one British battalion (less two companies in Bahrain), 
two squadrons of the R . A . F . Regiment and the Colony Armed and Civil 
Police (strength 260 and 400 respectively) . It has been agreed that a 
force equivalent to a battalion must be based at Aden. The system of 
security intelligence has been reorganised and an Intelligence Centre has 
been established for the co-ordination of intelligence investigation and 
for the collation of information concerning Aden Colony and Protectorate. 
The Special Branch in the Colony has been strengthened.- A local 
Intelligence Committee holds regular meetings and is responsible for 
weekly and monthly intelligence summaries. 



V. GENERAL 

13. With proper support the civil and military authorities can 
hold the situation locally. The real danger is that the Arabs are 
constantly being told, and many believe, that we are leaving Aden just 
as we left Suez. The Arab thinks with his eyes and is impressed 
by strength and resolution. Both in the Colony and the Protectorate 
the older generation are well aware of the benefits they have derived 
from the British connection and, in spite of persistent attempts to 
undermine our influence and to shake confidence in us, there is still a 
large fund of goodwill for the British. We must see that this is not 
dissipated and by strength, resolution, justice and sympathy try to 
convince the younger generation of the economic, material and political 
advantages of the British connection. The Arabs in Aden or the 
Protectorate would not really welcome subordination to the Yemen and 
Saudi Arabia. We must lose no chance of showing them and their 
neighbours that we mean to stay in the Colony and retain our influence 
in the Protectorate, 

A  . L . -B. 

Colonial Office, S .W.1 . 

16th July, 1956. 
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CABINET 

AUSTRALIAN TRADE TALKS: WHEAT 

Memorandum by the Minister of Agriculture, Fisheries and Food 

The Australian demand for special measures of assistance 
on wheat is in the following terms:

"An engagement by United Kingdom to ensure 
annual sale to the United Kingdom of wheat or flour of, 
say, 40 million bushels wheat equivalent (the average 
of pre-war wheat/flour sales to this country) when 
price quoted is competitive with normal commercial 
(non-subsidised) competitive capacity of alternative 
suppliers". 

2. This demand for a restoration of their pre-war place in our 
market - notwithstanding the great change in our own agricultural 
production and in the world wheat supply position - could only be met by 
the adoption of one or a combination of the following measures:

(i )	 the drastic and speedy curtailment of our own wheat 
production so as to return to the pre-war pattern 
of supplies; 

( i i )	 the imposition of a tariff on wheat so as to give a 
decided preference to Commonwealth supplies; 

( i i i )	 the imposition of quotas on wheat imports so as to 
reserve a prescribed share of the imported supplies 
for Australia; 

( iv)	 the imposition of detailed controls on flour mil lers 
and bakers to regulate the proportion of home grown 
and Australian wheat and flour used for flour milling 
and for the manufacture of flour products; 

(v)	 the return to Government bulk purchase of wheat 
and flour; 

(vi)	 the adoption of a deficiency payments system for 
Australian wheat by which the United Kingdom 
Government undertake to guarantee a prescribed 
price to Australia; 

o 
(vi i )	 the negotiation with the flour milling industry of an 

agreement whereby the mil lers undertake to buy a 
prescribed quantity of Australian wheat in return for 
Government financial compensation. 
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3. Reduction in our own wheat acreage 

It is our policy, in view of the Commonwealth surpluses of 
wheat, to reduce the special incentives given to wheat production in this 
country. It would not be possible, however, politically or technically 
to make a violent reduction in our domestic wheat production on the 
scale which would be necessary to help the Australians. The best we 
could do is to tell the Australians that the policy of the Government 
remains as stated in the last White Paper, i . e . "that there is no longer 
any special reason to justify exceptional encouragement for the 
production of wheat". 

4. Tariffs 

A tariff on foreign wheat would enable protection to be given 
to Australia without any detailed interference with day-to-day trading 
operations. However, apart from the domestic political problems of 
a "tax on bread" at a time when we are seeking to lower the cost of 
living, it is agreed that the imposition of a preferential tariff on wheat 
could not be negotiated even if it were compatible with our international 
trading obligations. 

5. Quotas 

It is agreed that the imposition of quotas on wheat imports 
would also be inconsistent with our international trading obligations. 
It would be a major reversal of our domestic policy and would bring to 
an end the present free trading system in wheat. An elaborate licensing 
system would be involved and there would have to be further interference 
if fair allocation of the available supplies to the trade were to be assured. 
It would not be possible to limit these restrictions to the flour milling 
industry. They would extend to the animal feeding stuffs trade, since it 
is impossible to identify feed wheat as a separate commodity. 

6. Detailed control of wheat and flour utilisation 

A system of control which sought to regulate the proportions 
of home grown and Australian wheat used by mil lers would involve 
detailed interference in the day-to-day activities of the industry. It 
would be necessary to extend the control to flour - otherwise bakers would 
increase their imports of flour to maintain the quality of their bread. 
If the system were to be at all effective it would involve far-reaching 
controls, including transport eqtialisation charges to ensure that the inland 
mi l lers could maintain their competitive position. I could not justify 
detailed intervention of this character. 

7. Return to Government bulk purchase 

This is the solution which would be most acceptable to the 
Australians, since it provides the f irm guarantee which they would like. 
It would be a major reversal of our policy. It would be costly, since 
the Government would be "dumpers" of wheat in an otherwise free 
market. I do not see how we could then avoid returning to the 
Government purchase of home-grown wheat. The forced sales of 
Australian wheat would depress the price of home-grown wheat and so 
increase the cost of our home-grown wheat deficiency payments. It is 
not improbable that in order to save public funds the restoration of 
bulk purchase in one sector might make it necessary for the Government 
again to become the sole importer of all wheat. Clearly this is 
something which we could not contemplate. 



A scheme could be devised by which the United Kingdom 
Government undertake to make a payment to guarantee the Australians 
the difference between an agreed guaranteed price and the average 
price realised on sales made to the United Kingdom market. It/would 
involve the United Kingdom taxpayer guaranteeing a minimum price for 
a commodity which is in world surplus. The payment would be in effect 
an export subsidy paid by the importing country. It would be costly to 
the Exchequer and would expose the Government to risks of reckless 
selling by the Australian Wheat Board. If other countries tried to 
maintain their place in the United Kingdom market by price cutting, 
such a scheme could be extremely costly. It would be contrary to the 
spirit of our international obligations and to the general trade policies 
we have so far pursued. Export controls would presumably be 
necessary and it might well prove that more drastic measures of 
control would be required. 

9. It would also lead to renewed pressure for the extension 
of a deficiency payments system to other commodities from 
Commonwealth sources. When the bulk purchase of butter and cheese 
was abandoned, both Australia and New Zealand pressed for a 
scheme on these lines. A concession now on wheat would reopen this 
approach. 

10. A negotiated arrangement with the mil lers 

A final possibility might be to see if the mil lers could be 
persuaded - we have no power of compulsion - to undertake to buy annually 
a specified quantity of Australian wheat. It is impossible to convert 
such an agreement into a binding and enforceable commitment upon 
individual mi l lers . It would certainly involve some financial arrange
ments with the mil lers to safeguard them against losses and also some 
protection against flour imports. Even if it were possible to reach 
such an agreement with the mi l lers , it has not proved possible to devise 
financial arrangements which would be defensible from the point of 
view of public accounting. 

11, The price fixing problem 
1 

Government bulk purchase, a deficiency payments scheme, 
and a negotiated agreement with the mil lers all involve reaching agree
ment with the Australians on the price of their wheat. This wi l l be a 
most difficult task and could lead to bitter negotiations unless we con
ceded the Australian price proposals. It would be difficult for the 
Australians to agree to sell at a price below the International Wheat 
Agreement ( l .W , A . ) minimum price. This i s , from our point of view, 
unjustifiably high in view of the present world surplus. At a time when 
world supply conditions justify lower prices for wheat - and other grains 
it would be wrong for us to enter into commitments to support wheat 
prices at a high level. Nevertheless, if the principle of an agreed 
price is accepted, it wil l be difficult to avoid conceding a price equal 
to the Australian interpretation of the current I . W . A , minimum. 

Conclusion 

12, There are clearly the greatest objections to any concession 
on wheat that is practicable. 



13. If a concession is to be made, in my opinion a deficiency 
payments scheme with an upper l imit on the quantity on which payment 
will be made and - if we can get i t - a maximum financial liability is 
the least objectionable course. 

14. I could not agree to any final commitment being accepted 
without an opportunity for consultation with the farming and trade 
interests concerned. 

H.A. 

Ministry of Agriculture, Fisheries and Food, 
S . W . 1 . , 

18th July, 1956. 
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CABINET 

SOMALILAND PROTECTORATE AND THE HORN OF AFRICA 

MEMORANDUM BY THE SECRETARY OF STATE FOR THE COLONIES 

On 29th March the Cabinet considered the difficulties created for us by the 
resumption of Ethiopian administration over the Haud and Reserved Area— 
called " the Territories." A map of the area it attached (Appendix D). They 
authorised the Parliamentary Under-Secretary of State for Foreign Affairs 
(Mr. Dodds-Parker), leader of the United Kingdom delegation to Ethiopia in April, 
to explore the possibility of a cession of the territories by Ethiopia to the 
Protectorate and they agreed that the policy statement for the Protectorate should 
be made (Appendix B) (CM. (56) 26th Conclusions, Minute 1). 

2. Mr. Dodds-Parker tried to persuade the Ethiopian Government to cede 
the Territories but was met with so vehement a refusal that one must conclude 
that no attempt on our part to obtain the Territories by lease, barter or purchase 
at any price which would be considered possible is ever likely to succeed. The 
United Kingdom delegation then discussed with the Ethiopian Government the 
practical methods of an harmonious working of the 1954 Agreement and received 
some assurances that appeared to be satisfactory. 

3. Recent events in the Territories and in particular the interference by the 
Ethiopians with the internal tribal organisation of British Somali tribes 
(Appendix C) indicate that the Ethiopian Government have no real intention of 
keeping the 1954 Agreement. A strong protest has been delivered regarding the 
incident but the Ethiopian Government are already contesting the facts. It seems 
clear that the deliberate policy of the Ethiopians is to try to absorb the Somali 
tribes in the Territories with a view to the later incorporation of the whole 
Protectorate and ultimately of all Somalis in the Horn of Africa within the 
boundaries of the Ethiopian Empire. 

4. When, last May, Lord Lloyd made the policy statement authorised by 
the Cabinet, there was bitter disappointment amongst Somali leaders at the lack 
of any reference to the Territories. In his Report (Appendix A ) Lord Lloyd has 
confirmed that the Somalis in the Protectorate will not rest until they have 
recovered the Territories which they, regardless of the 1897 Treaty, regard as 
rightly theirs. Indeed the National United Front has once more asked Her 
Majesty's Government to facilitate their approach to the International Court of 
Justice for an advisory opinion on their petition to the United Nations which they 
first made in 1955. No reply to this request has yet been given, but the reply 
cannot be favourable for the same reasons which led us to reject their appeal for 
support for their petition in 1955. 

5. In the meantime as a result of recent Ethiopian behaviour in the Territories 
the Somalis are becoming increasingly bitter and less confident of the ability of Her 
Majesty's Government to assist them. If no new initiative is taken there is likely 
to be serious trouble in the Protectorate itself and we cannot rule out the possibility 
that senior officers of the Government might ask to be relieved of their posts in a 
situation which they might regard as hopeless. It has become urgently necessary 
to reconsider our future policy in the Protectorate and in the Horn of Africa 
generally. The courses of action open to us would appear to be as follows. 
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6. We could allow an approach by the Somalis to the International Court. 
This would call in question our domestic jurisdiction in respect of all our 
Protectorate Treaties and might even concede to the United Nations the right of 
interference in a wide range of Colonial issues. The result of such an approach 
could only be embarrassing to Her Majesty's Government and would not in fact 
help the Somalis. 

7. We could repudiate the 1954 Agreement. This would leave the Somalis 
with only their rights under the 1897 Treaty which are very vague and less 
satisfactory than those under the 1954 Agreement. 

8. We could repudiate the 1897 Treaty. For this to be effective we should 
have to occupy the Territories which would be an act of war against Ethiopia. 
This course can scarcely be considered except as a last resort after all other measures 
have been tried. 

9. We could withdraw from the Somaliland Protectorate. This would 
involve abandoning our responsibilities towards the Somalis and, apart from what 
might be considered over-riding moral considerations, is open to the following 
further serious objections: — 

(a) we should lose the confidence of all those who look to us for protection 
throughout the Commonwealth; 

(b)	 even if we were to continue to subsidise the new State there would not be 
the indigenous technical, or administrative, talent, or material to enable 
it to stand on its own feet. We should, therefore, both politically and 
economically, create a vacuum which the Russians and the Egyptians 
would be quick to exploit; 

(c) there are strategic arguments against withdrawal, particularly in relation to 
Aden; 

(d)	 an independent Somaliland Protectorate whether or not associated with 
Somalia would inherit our obligations under the 1897 Treaty. We 
could not therefore support the new State in any attempt forcibly 
or through an international tribunal to repudiate that Treaty. Any 
guarantee of the frontiers of the new State (which would be expected 
by the Somalis) would only extend to the present frontiers of the 
Protectorate and would not include the Territories. 

10. We might encourage an Ethiopian/Somali rapprochement. Ethiopia is 
in the strong position of being in possession of the Territories. Any rapprochement 
therefore would inevitably, be upon Ethiopian terms. Some qualified observers 
regard some form of federation between the Somalis and the Ethiopians, whereby 
the Somalis would regain the Territories, as the only logical solution. The fact 
must nevertheless be faced that the Ethiopians are hated and distrusted by the 
Somalis, and that the Somali leaders are publicly committed to precisely the 
opposite policy. There is therefore no chance at the present moment that they 
could be persuaded to adopt this line and any attempt on our part to encourage 
them to do so would merely bring additional odium upon our heads. 

11. We could arraign Ethiopia before the United Nations for breach of the 
1954 Agreement. We have clear evidence of such a breach. Under the 1954 
Agreement the position of the Protectorate tribes in the Territories is more 
favourable than their position simply under the 1897 Treaty. In particular the 
Agreement allows the Protectorate tribes to have their own tribal organisation, 
supervised by liaison staff of the Protectorate Government. For various reasons, 
however, it has been found almost impossible to compel the Ethiopians in practice 
to observe the terms of the Agreement, and although we now have clear evidence 
that the Ethiopians have broken the Agreement, this difficulty still remains. 

Even if we were to take the case to the United Nations the most we could hope 
to achieve would be an admonition to the Ethiopians to observe the Agreement 
followed by an assurance as valueless as that given to Mr. Dodds-Parker in Addis 
Ababa. The difficulty of enforcement would still remain. 

Admittedly there is a certain publicity value in such a course, but on the other 
hand there is still a considerable danger—since the United Nations may be swayed 
less by concern for Somali welfare than by a wish to score off a " Colonial Power " 
—that the debate might become enlarged into an examination of the 1897 Treaty 
or that it would take some other undesirable turn embarrassing to Great Britain 
and perhaps other Colonial Powers, such as the French or Belgians. 



I

Finally even if successful it would fail completely to satisfy the Somalis who 
have, with justice, no confidence in Ethiopian promises and whose object in any 
case is to recover the Territories. 

12. We might try yet again to persuade the Ethiopians to cede the 
Territories.—For many years before 1954 attempts were made to persuade the 
Ethiopians to cede the Territories, e.g., by an exchange of the Zeia Corridor, but 
all failed. In view of the present expansionist policy of the Ethiopians in Somali 

 areas, in addition to the traditional reluctance of the Emperor of Ethiopia to let 
go any part of his Imperial heritage, it seems quite clear that the Ethiopians will 
not give up the Territories unless the strongest possible pressure is brought to 
bear upon them. The Governor of Kenya has recently suggested that an area, 
the Mandera Quadrilateral, in the Northern Province of Kenya might be offered 
to the Ethiopians in return for the Territories. This suggestion is being studied 
and it is too early to say whether it is possible to offer the Ethiopians this area. 
Even if it should prove possible, and even if we managed to persuade the French 
and Americans to bring pressure upon the Ethiopians to cede the Territories in 
exchange for it and a sum of money, which would undoubtedly have to be very 
large, it is doubtful whether the Ethiopians would agree to dp so. To reopen the 
possibility of cession at this stage is likely simply to result in delay, delay which 
will be dangerous at a time when the situation is so rapidly deteriorating. 

The Kenya Governments offer will of course be borne in mind as a possible 
make-weight in some other solution to the problem. 

In considering any solution involving cession of the Territories, careful thought 
will have to be given to Ethiopian suspicions that these areas are coveted because 
they are believed to contain oil. Ethiopia^ interests in any such oil might have 
to be safeguarded to her satisfaction, which would require very skilful negotiations 
so as not to offend the Somalis unnecessarily. 

13. Finally, we can try to create a Greater Somalia which would include the 
Territories.—Logically and objectively the best policy for the Horn of Africa would 
be the creation of a Greater Somalia, which would include from the outset the 
Italian Trust Territory (due to become independent in 1960), the Somaliland 
Protectorate and the Ogaden. (There are also parts of Northern Kenya which are 
inhabited by a predominantly Somali population, but the inclusion of these, as 
well as Djibuti, in Greater Somalia need not be considered immediately.) The 
creation of a new Muslim State in the Horn of Africa is admittedly not without 
dangers from our own point of view, but the risk of the area falling under Egyptian 
and Russian influence through such a scheme seems less than the extreme likelihood 
of the same thing happening under any alternative course. Moreover an early 
initiative in this direction by Her Majesty's Government would succeed, as nothing 
else would, in convincing the Somalis of the Protectorate, at the present crucial 
time, that we really had their interests at heart. 

The revival of the Greater Somalia idea, which came to nothing when advanced 
by Mr. Bevin in 1946, none the less confronts us with formidable difficulties. First, 
we shall have to face the obvious prospect of Ethiopian opposition. Secondly, the 
scheme is likely to antagonise the French, who will probably regard it as a threat 
to Djibuti and who in any case have a profound suspicion of British policy in the 
Horn of Africa. Thirdly, even the Italians, though they may be easier to persuade 
than the French, may suspect that we intend to bring the new State within the 
Commonwealth. 

I do not regard these difficulties as fatal, but they undoubtedly make it 
necessary for us to prepare the ground with extreme care. The first essential would 
be to persuade the French and the Italians (particularly the former) that the present 
situation is as inimical to their interests as to our own and that our aim in the 
Horn of Africa is to maintain not British influence as such but joint Western 
influence. Once we can convey to our Western allies that our aim is to pursue a 
combined policy with them (as indeed it must be if there is to be any hope of success) 
and not to increase our influence at their expense, I feel that the dangers of 
resurrecting the Greater Somalia idea will be much reduced. We may then, 
moreover, be able to bring the French in particular to understand, as they do not 
seem to do at present, the full dangers of the present position. They tend to regard 
us as having wilfully created Somali nationalism. Nothing could be further from 
the truth. Somali nationalism has created itself, and the problem will in any case 
come to a head in 1960. All that we are trying to do is to contend with the facts 
as we find them, and to keep the situation under control. The present Ethiopian 
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attitude in the Territories which the French seem almost inclined to encourage, is 
the one thing which above all else will drive the Somalis into the hands of the 
Egyptians and make them bitterly and permanently hostile to the West. 

If this line of thought is accepted by my colleagues, a positive course of action 
begins to emerge. The stages would be as follows. First, we should enter into 
close and confidential consultations with the French and the Italians on the lines 
of the preceding sub-paragraph. I would like once again to stress the importance 
of this stage, since I regard the achievement of a mutual understanding with our 
Western allies as one of the most vital factors in this whole problem. At the same 
time it would be equally important, perhaps even more important, to explain our 
ideas and plans to the Americans, if only because of their decisive influence in 
Ethiopian foreign policy. If we were able to secure American, French and Italian 
support, a joint approach would be made to the Ethiopians. It would be brought 
home to them with renewed force that their present policies towards the Somalis 
are likely to have a disastrous effect on themselves by exposing their eastern flank 
to Egyptian and probably Russian influence. Some more positive bait than this 
would, however, be needed; and I suggest that the Ethiopians should be told that 
Greater Somalia, once created, could federate with Ethiopia if, of its own free will, 
it decided to do so. This prospect would provide the Ethiopians with some incentive 
to behave decently towards the Somalis in the future. 

The above suggestion admittedly leaves some points unanswered. First, how 
would the Greater Somalia scheme be launched? The details of this could be 
worked out with our allies, but it may be necessary to propose at an early stage 
the convening of an international conference. Secondly, what would be the status 
of Greater Somalia after it had come into being? Here again, discussion with our 
allies would be required. The objective would presumably be that Greater Somalia 
should from the outset form an independent State but it would almost certainly 
have to be supported by financial and other assistance from the Western Powers 
concerned. This would in fact amount to an unofficial " consortium," with which 
Ethiopia might be offered the prospect of participation, dependent upon good 
behaviour towards the Somalis from now on. (This condition would not be an 
idle threat, since in the present state of Somali feeling any association of Ethiopia 
with the control of Somali affairs, however unofficial, would be out of the question.) 
It might be necessary, however, to envisage some more formal type of consortium, 
under the aegis of the United Nations. This would present dangers and difficulties, 
and if we were to embark on any such course it would be doubly essential that the 
Americans, the French, and the Italians and ourselves should first be in full 
agreement on the whole policy. Otherwise there would be no guarantee whatever 
that a United Nations sponsored consortium would not simply let in the Russians 
and the Egyptians through the back door. 

14. Conclusions.—Despite the difficulties it involves, I believe after serious 
consideration that renewed sponsorship of a Greater Somalia project is the best 
course for Her Majesty's Government to take in the present situation in which 
all the possible courses of action appear to involve great risks. I therefore invite 
my colleagues to agree that we should initiate confidential discussions with the 
French, American and Italian Governments on the lines outlined in the preceding 
paragraph. I must stress that in view of the present deteriorating circumstances 
speed is of vital importance. In the meantime there is no alternative but for the 
Protectorate Government, aided by the firm action now being taken by our 
Ambassador at Addis Ababa, to persist in trying to make the 1954 Agreement work. 

A. L.-B 

Colonial Office, S.W.1, 

23rd July, 1956. 




APPENDIX A 


REPORT BY LORD LLOYD ON HIS VISIT TO SOMALILAND 

20th-31st May, 1956 

General 
I spent ten days in the Protectorate during which time I was able to see a fair 

amount of the country and to meet a large number of Somalis from different 
sections of the community. Details of my programme are in the Appendix (not 
printed) to this Report. At the end of my visit I made a statement on the radio 
regarding Her Majesty's Governments future policy for the Protectorate. 

2. There were inevitably a large number of detailed matters which I discussed 
with the Governor and his officials and on which I was able to form a view. These 
matters will be pursued in the Department but for the sake of brevity are not 
covered by this report, the object of which is to endeavour to give a general picture 
of the political situation and prospects in the Protectorate as they appeared to me. 

Political Situation 
3. Two factors appear to dominate political thought in the Protectorate. 

First and most fundamental, the bitterness which is felt generally over the loss of 
the Haud and the Reserved Area and, secondly, political development in Somalia. 

4. It will be a great mistake I think to under-estimate the feeling that exists 
regarding the Haud and the Reserved Area. Everywhere I went it was the first— 
and in some cases the only—topic that was raised, and in the minds of the majority 
of people at the present time it occupies a much more prominent place than even 
political and economic advance. The reasons are not far to see. One has only to 
travel through the barren and water-less land of the Protectorate and subsequently 
to visit the country adjacent to the Haud and Reserved Area to realise the infinitely 
superior grazing value of these latter Areas and it is clear that no agricultural 
development that could be economically undertaken within the Protectorate could 
possibly compensate for the loss of the best grazing land in the whole area. 

5. The loss of the Haud and the Reserved Area is therefore a mortal 
economic blow to the Somalis. It may be said that they still enjoy the use of both 
the Haud and the Reserved Area and with qualifications that is certainly true. 
It must be remembered nevertheless that they only do so in constant fear of being 
molested and persecuted by the Ethiopians and the public execution of 7 Somalis 
(not it is true British Somalis, but Somalis nevertheless) in Jigjigga some months 
ago has undoubtedly made a profound impression, as also did the case of 
Mohamed Bogorreh. I will deal with the present situation in the Haud and 
Reserved Area at a later stage in this report. 

6. Apart from the economic aspect, the Somalis feel a real sense of injustice 
over this matter. Rightly or wrongly they have always regarded these territories 
as an integral part of the Protectorate. The fact that Her Majesty's Government 
has allowed the Ethiopians to resume the administration there, they regard as a 
grievous betrayal of trust. 

7. Whilst there is a demand for political and economic advance amongst al! 
sections of the community, it is, as one might expect, most vociferous amongst the 
small number of professional politicians. There is one main political party in 
the Protectorate at the present time, namely the National United Front which has 
for the time being more or less absorbed the Somali Youth League and Somali 
National League, though how long this alliance will last is a matter for conjecture. 
Its chief spokesman is Mr. Michael Mariano. Its official policy is first and foremost 
the return of the Haud and the Reserved Area; secondly, independence for British 
Somaliland and, thirdly, association with Somalia. 

8. The demand for independence is conditioned by two particular factors. 
First, there is a strong feeling that if Somaliland were an independent State the 
dispute with Ethiopia over the Haud and Reserved Area could be taken to 
international arbitration with a good chance of success. The fact that this view 

* Not printed. 



is over-optimistic does not affect the strength of Somali feeling on this point. Next 
there is the feeling that they must not be left behind Somalia and that when 
Somalia becomes independent they should be in as strong a position as their 
neighbours, both politically and economically, in any negotiations that may take 
place regarding association. It is the same basic feeling which is behind the 
demand for a timetable for self-government and more definite financial 
commitments in respect of development by Her Majesty's Government. 

9. The party, like all political parties, has its different sections. There are 
the tribal rulers whose main concern is the restoration of the Haud and the 
Reserved Area and to whom political advance is on the whole subsidiary. There 
are the extremists whose main preoccupation like that of the Somali Youth League 
is the earliest possible independence regardless of their readiness for it and, 
finally, there are the moderates of whom Mariano is leader, who although just as 
anxious for independence as the extremists, would probably if left to themselves 
be rather more reasonable about the method of achieving it and the pace at which 
it can be achieved. 

10. In any assessment of the political situation mention must be made of 
the Somali Officials' Union. In the Somali Officials' Union, as one would naturally 
expect at this stage of the Protectorate^ development, is found a large proportion 
of the most intelligent and level-headed Somalis. It is significant, leaving aside 
their direct personal interest in achieving a speedy acceleration of the entry of 
Somalis into the higher posts of Government, that they are widely regarded as 
taking a no less advanced line than the political parties on the burning questions 
of the Haud and Reserved Area, and of the future pace of constitutional and 
economic development vis-a-vis Somalia. After talking informally with various 
Somali officials, I have little doubt that they do in fact feel very strongly on these 
points. It was indeed reported to me that one or two of the more prominent 
Somali officials were considering whether to resign or not in order to enter the 
political fray. 

11. Generally, although there is much talk of independence there is I believe 
amongst the ordinary people little realisation of its implications, and in practice I 
believe at the present time most of them are not really looking much further ahead 
than internal self-government and would be much distressed and shocked if our 
protection and, above all, our financial assistance, were suddenly removed. 

12. In the economic and social field, there is a quite genuine demand amongst 
all sections of the community that more should be done for them. There is no 
doubt that the money which we have spent in the Protectorate compares very 
unfavourably with what the Italians have spent in Somalia although much of the 
Italian expenditure has been for the shop window. For example, I was frequently 
told about the 200 primary schools built by the Italians compared with the number 
built by us in the Protectorate. This view exaggerates both the number and quality 
of the Italian primary schools, and ignores the fact that Italian numbers are, as 
compared with Somaliland, out of balance with their single intermediate and single 
secondary schools. It is probably true therefore to say that what money we have 
spent we have spent more wisely than the Italians. Nor do the Somalis take into 
account the superior natural advantages of Somalia which has two rivers. Nor 
again do they remember that education in the Protectorate was held up for many 
years by the violent campaign against it waged by their own religious leaders or 
that agriculture was similarly handicapped by the prejudices of the graziers. 
Nevertheless the fact remains that insufficient development, either social or 
economic, has in point of fact taken place and in any case the Somalis are very 
conscious of this. 

13. Finally in this connection it should be noted that Mr. Mariano has 
been very imprudent over the question of development. When he returned from 
London, although no specific financial promises were made to him by the Secretary 
of State, he told everybody that he had got £5 million out of Her Majesty's 
Government over the next 5 years. It is conceivable that he misunderstood the 
allocation of £1 million from Colonial Development and Welfare funds over the 
next 5 years and took it to mean £1 million a year for the next 5 years. It is 
also possible that he deliberately misrepresented the fact in order to maintain his 
prestige with the extremists. 



The Policy Statement 
14. Towards the end of my visit I was authorised by Her Majesty's 

Government to make a statement of future policy and this I did over Hargeisa 
Radio on Tuesday, 29th May. I had had one meeting with the Elders and National 
United Front leaders in Hargeisa the day after my arrival and had met them on 
various social occasions in the interval. They had asked, however, for a further 
meeting after the making of the policy statement in order that they might have 
an opportunity of discussing it with me, and I had arranged to set aside the whole 

I	 of Wednesday morning for this purpose. Half an hour before this meeting was due 
to take place I received a letter from the National United Front expressing their 
bitter disappointment with the statement and informing me that in the 
circumstances they felt that no useful purpose could be served in having the 
meeting. As a result Mr. Stebbing, thq Chief Secretary, and Mr. Morgan of the 
Colonial Office, met the leaders of the National United Front and expressed to 
them my disappointment at the discourtesy and also the irresponsibility of their 
action. As a result they later asked if they might see me after all, and I ultimately 
met them for half an hour during the afternoon. 

15. The sharp reaction of the National United Front was a considerable 
surprise to the Governor and all of his officials. They had none of them expected 
that the statement would be acclaimed, not because the offers which it made were 
unreasonable, but because no politician dared express unqualified approval of any 
statement which did not offer immediate independence and an annual grant of 
£10 million a year. They had not, however, expected that the National United 
Front would take so extreme a line and the cause of this reaction was not 
immediately apparent to any of us. In the course of their conversations with the 
leaders of the National United Front, the Chief Secretary and Mr. Morgan elicited 
that although there were a number of subsidiary causes for their disappointment 
with the statement—notably the absence of any timetable for progress towards 
self-government and the absence of any figures relating to the aid which Her 
Majesty's Government were prepared to give—the main reason for their boycott 
of the meeting had been in order to demonstrate their bitter disappointment at 
the lack of any reference to the return of the Haud and the Reserved Area in the 
statement, and that since they had avoided any other demonstrations during my 
visit they felt that they must make this protest before I left. They indicated 
incidentally that the protest was not aimed at me personnally, but at Her Majesty's 
Government as a whole. 

16. During the brief meeting in the afternoon the question of the Haud was 
not further discussed and they contented themselves with asking for certain 
assurances regarding the statement itself. They asked in the first place that the 
statement should be published as a White Paper. I pointed out that this was 
not usual where a statement had been made personally by a Minister, but they 
attached such importance to it, that, whilst fully safeguarding my position, I 
promised them that I would give it further consideration. They asked, secondly, 
that the statement should be repeated in Parliament and I gave them an assurance 
that this would be done. They next asked for early publication of details of the 
development plan and the amount of money that is to be spent. In view of his 
very imprudent promises in this respect to which I have already referred, Mariano 
is under heavy pressure on this point, and it was agreed that as soon as ever the 
plans were finalised they should be announced either by the Governor or in 
the new Legislative Council, whichever was most agreeable to the National United 
Front leaders. They asked that a Development Board with Somali members upon 
it should be set up and this the Governor expressed his willingness to do, probably 
as a sort of sub-committee of the Legislative Council. After I left Mr. Morgan 
also gave them certain explanations regarding development finance and the methods 
of constitutional development, which he says they appeared to receive with 
satisfaction: he has reported separately on this. 

Economic Development 
17. In the course of my visit I was able to see a certain amount of the 

country and, although I did not go into either the Haud or the Reserved Area, I 
was able to see the country adjoining, which is fairly similar. The greater part 



of the Protectorate is arid and waterless and water is the key to any agricultural 
development that we can do there. The Somalis have an idea that there is water 
over wide areas which could be used if we were prepared to spend sufficient money 
on drilling wells, &c. Something can be done, and must be done, on these lines, 
but the Somalis' own ideas of what can be achieved are greatly exaggerated. 

18. There is however a great deal I believe that could be done by making 
the maximum use of the rainfall through dams and bunds. Near Borama I saw 
a valley which had been bunded in this way and where excellent crops of sorghum g
were being grown, and I have no doubt that a great deal more on these lines could 
be done. Indeed the District Commissioner, Borama, believes that in this way the 
Protectorate could be made completely self-sufficient in sorghum within a 
comparatively short space of time. 

19. Similarly there is probably a reasonable future for date gardens which 
equally might make the Protectorate self-sufficient in dates. I am sure that these 
agricultural development schemes should now be pursued with vigour not only 
because economically they are most important to the Protectorate, but also because 
they would be widespread and a large number of people could see with their own 
eyes the work that was going on. From the propaganda point of view this is most 
important, and I was interested to see the effect that even a few tractors had on 
the minds of the local people. 

20. There is a rather expensive scheme for the development of the Port of 
Berbera. Certain aspects of this may need further investigation but benefits will 
certainly come from it although they will only be apparent to a limited, though 
important, section of the population. 

Education 
21. There is a growing demand for education which I am sure we have got 

to try to satisfy. The publication of a target of 200 scholarships was very well 
received. Whilst I do not propose here to discuss the problems of education in 
any detail, it is fair to say that, whilst there is a need for more schools everywhere, 
the chief need is for more intermediate and secondary schools. 

22. There is also a serious problem over the question of teachers. Owing to 
the shortage of schools there are not at present sufficient Somali teachers for even 
the existing, let alone an expanded, educational programme. Since there is no 
written Somali language and since some Arabic is needed for religious purposes, 
there is a tendency to look to Egypt for teachers. This is a danger which somehow 
or other we have got to overcome. It is a real problem since the sources of 
obtaining properly qualified Arab teachers are very limited, but somehow or other 
the gap between the present time and the time when the flow of Somali teachers 
begins to make itself felt must be bridged. It is, moreover, most important that the 
education programme should go ahead quickly. 

23. In this connection it is worth considering again the whole question of the 
introduction of a written Somali language. This is an old problem and the 
difficulty has always been that the Somalis, both in British Somaliland and Somalia, 
are quite unable to agree whether Arabic or Roman script should be used and, if 
the latter, which of the three possible varieties. If we wait for the Somalis to agree 
we shall never get a written Somali language. On the other hand, if we take the 
plunge and introduce in the Protectorate a written language with a Roman script, 
it is possible that, despite a good deal of initial criticism, the idea would appeal to 
Somali national pride and be followed in Somalia. And if it came off it would 
have the great advantage of making the use of Arabic unnecessary in the schools, 
though, of course, Arabic would continue to be taught in the Koranic schools for 
religious purposes. 

The Problem in the Protectorate 
24. We are undoubtedly in an extremely difficult position in the Protectorate 


at the present time. It would I believe be quite unrealistic to think that you can 

tell the Somalis that they must face the facts of life and forget about the Haud 




and the Reserved Area. They are not prepared to do so and are determined if 
possible to take their case to the United Nations and to take any other steps which 
are open to them to regain the lost territories. One of the greatest disasters of 
this whole business is the loss of confidence in Great Britain that has resulted 
from this event. They are now very doubtful about our ability to protect them 
against the Ethiopians and are sceptical of any promises unless they are given so 
precisely that there is no chance of our wriggling out of them. 

25. Our only hope is therefore to divert their thoughts as far as possible into 
other fields, such as political advance and development, and it is of the first 
importance that we should really get moving with the promises made in the policy 
statement. Financial assistance from Her Majesty's Government will of course 
be essential. It was clear during my visit that recent assistance to Cyprus, Jordan 
and the High Aswan Dam has not gone unnoticed by the Somalis, and if they do 
not themselves receive reasonably generous treatment there is clearly a danger 
that they will draw their own conclusions. Even so there is one great difficulty, 
namely, their renewed demand to be allowed to take their case to the International 
Court. When I was in Hargeisa, I deliberately held up the proposed reply to this 
demand since to have made that reply at that particular moment would have been 
completely disastrous from the point of view of the policy statement. Nevertheless, 
a reply cannot now be long delayed, and if it is unfavourable there is the 
real danger that at the present moment they may refuse co-operation with the 
Government—including possibly a boycott of the new Legislative Council—and 
it is almost certain that they will turn a much more attentive ear to hostile propa
ganda. This will also have a damaging effect upon our prestige in Somalia. 

Present Situation in the Haud and Reserved Area 
26. During my visit, although I did not go into the Haud or the Reserved 

Area, I went out to the frontier adjacent to both and at Tug Wajale I met Mohamed 
Bogorreh, who has now been safely returned to the bosom of his people. I also 
had the opportunity of having discussions with Mr. Drysdale and Mr. Hilliard, 
the Liaison Officers concerned. In the Haud at the present moment things are 
tolerably peaceful, not I think because of any change of heart by the Ethiopians, 
but because they have realised that it is impossible to stop the people crossing 
the frontier and that it is much more difficult in the Haud to establish a case that 
tribes are sedentary. Finally, the Ethiopian police, which is more or less 
synonymous with the Army, is concentrated on the Somalia border owing to the 
frontier dispute with Somalia and there are comparatively few police in the Haud 
at the present time. 

27. In the Reserved Area things are very different. Here it has become 
increasingly clear that the Ethiopians have not the slightest intention of observing 
the spirit of the 1954 Agreement. I understand from Mr. Drysdale that none of 
the minor Ethiopian officials have even heard of what went on during the 
conversations at Addis Ababa, that Colonel Kifle has not been near the area since 
those conversations and that in the meantime the Ethiopians are encouraging the 
Gadabursi, one of our tribes, to plough up land. This breaks the clause of the 
Agreement which prohibits the restriction of grazing, and the object of this 
manoeuvre is fairly simple. If the land is ploughed up it is easy to say that the 
people who have ploughed it up are sedentary and do not come under the 
Agreement. The eventual object no doubt is to get the whole of the Reserved Area 
ploughed up, whereupon the Ethiopians will claim all those living there as 
Ethiopian subjects and say that the 1954 Agreement is no longer applicable to any 
part of the area. Nor is it easy for us to do a great deal about it. Although we 
know that the Gadabursi tribe are being actively encouraged by the Ethiopians to 
plough up land by a combination of threats and blandishments, it is very difficult 
to get positive proof. If, as we should like to do, we were to go in and arrest our 
own tribesmen who are ploughing up traditional grazing lands, the Ethiopians 
would immediately claim them as Ethiopian subjects, and there is evidence that 
many of these people in return for being allowed to plough up the land are being 
obliged to make their mark on a document certifying that they are of Ethiopian 
nationality. 

28. For these reasons, although there is a strong demand in the Protectorate 
that the Protectorate Government should be allowed to take more positive action 



to stop what is going on, such action presents real problems. However, I have no 
doubt that we must consider what can be done and that we probably have enough 
evidence to enter an early protest with the Ethiopian Government at their failure 
to implement any of the promises which they gave in Addis Ababa. 

Ethiopian Policy 
29. Even so, I very much doubt whether any amount of diplomatic activity 

by Great Britain alone will have much effect. It is difficult to be certain about 
Ethiopian policy, but the impression one gets is that the Ethiopians are determined 
to cling to the Haud and the Reserved Area as a bargaining counter to be used to 
persuade the Somalis to some sort of association with Ethiopia after 1960. 
Although this is purely conjecture it is fair to say that the absorption of the Somalis 
has always been an Ethiopian dream ever since the days of Menelik. Moreover, 
when I was in Rome the Italians told me that the Ethiopians were deliberately 
more forthcoming to the Somalis when the Italians were not present than when 
they were and that the Ethiopian delegates deliberately indicated to the Somalis 
that they would be prepared to be much more accommodating once the Somalis 
were independent. 

Future Policy in the Horn of Africa 
30. At the present moment we do not appear to have any very definite policy 

in the Horn of Africa as a whole. It is I believe the policy of the United States 
to support the Ethiopians as the only stable force in the Horn of Africa and, as 
long as the United States continue to take a pro-Ethiopian line in all circumstances, 
it is very difficult for us to bring much pressure upon the Ethiopians. Yet, unless 
effective pressure is brought upon them over the Haud and Reserved Area there 
is a serious danger that the Somalis both in the Protectorate and in Somalia will 
be estranged and they will be driven into the arms of Egypt. If this should happen 
we shall probably be faced in the early 1960's or before with an extremely serious 
situation in the Horn of Africa: an, as always, unstable regime in Ethiopia will 
find itself ringed by hostile Islamic peoples, widely subverted by Egyptian influence, 
from Eritrea right round to the Somalis in the Northern Province of Kenya; as a 
result traditional Sudanese hostility to the Ethiopians will without doubt be 
stimulated; British and indeed Western influence among the Somali peoples is 
likely to have been reduced to negligible proportions, because we will have shown 
ourselves in Somali eyes to have betrayed their interests and to have been incapable 
of recovering their territory for them; the measure of Egyptian and possibly Soviet 
influence which will by then exist in the Somali area of the Horn of Africa will 
constitute a grave threat to our strategic interests in East Africa and of course 
in Aden; similarly it will constitute a grave threat to our potential oil interest in 
the Somaliland Protectorate, Somalia and even in the Ethiopian Ogaden. 

31. This is clearly a situation which must be avoided. One way of avoiding 
it might be to back the Ethiopians wholeheartedly and to allow and even assist 
them to absorb the Somalis, which is what they themselves would like to do. This 
however would constitute a major betrayal of people whom we are bound to 
protect, a betrayal which in itself seems to me quite unthinkable and which would 
be so manifest that it might have serious repercussions in other Colonial territories 
and in other Islamic countries. If this view is accepted the only alternative would 
appear to be to assist the Somalis to achieve their own real ambition which is a 
united Somali State, either completely independent or within the Commonwealth. 
There are risks and difficulties in this policy also: — 

(a)	 to implement it, pressure will have to be put upon the Ethiopians to give 
up the Haud and the Reserved Area. The Ethiopians will certainly 
dislike this and the Americans may dislike it; 

(b)	 the French are opposed to the idea because they fear it would create a 
demand in Jibuti for incorporation within the new State; 

(c) the Italians	 would not oppose an independent Somali State but would 
strongly resent it coming within the Commonwealth; 

(d)	 unless oil is found neither Somalia nor the Protectorate are viable and 
money would have to be provided from somewhere. An Anglo-Italian-
Ethiopian consortium is the obvious solution but the inclusion of 



Ethiopia would not be acceptable to the Somalis. An Anglo-Italian 
consortium is a possibility but would not be acceptable to the 
Ethiopians. In any case our financial commitment would inevitably 
be greater than at present. When I was in Rome I tried to find out 
from the Italians how much money they would be prepared to put 
up after 1960. The impression I got was that although they would be 
prepared to put up some money they would not be prepared to put up 
anything like the amount which they are at present contributing. On 
the other hand if you do not have a consortium of friendly Powers 
there is a grave risk that you may get a new State financed by, and 
under the influence Of, unfriendly Powers. 

32. On the assumption however that an independent Somali State is what 
we are aiming for and that these difficulties and dangers could be overcome, we 
are still confronted with the greatest difficulty of all. If we turn down the Somalis 
latest appeal over the Haud there is a definite risk that they will turn elsewhere 
for assistance. It is true that on the last occasion Egypt refused to support their 
application at U.N.O. but there is no guarantee that the Egyptians may not change 
their mind. It is therefore of the first importance that we should do something 
about the Haud and the Reserved Area. 

Future Policy—Haud and the Reserved Area 
33. If we are to pursue this policy something must be done to solve the 

problem of the Haud and the Reserved Area. We cannot allow the Protectorate 
Treaties with the Somalis to become the subject of an advisory opinion by the 
International Court, because this would open the way to demands for the 
submission to the Court of all and any Protectorate Treaties, including those on 
which is based our position in the Aden Protectorate and Uganda. Nor can we 
admit the competence of the United Nations to interfere in any way in respect of 
the 1897 Treaty between Ethiopia and ourselves. Since we ourselves maintain 
that this Treaty is valid in international law, the only grounds on which we could 
justify or defend an appeal to the United Nations would be that the situation 
which has arisen since the Treaty was signed is inequitable. This, however, would 
be very dangerous to us in other interests. For example, it is exactly what the 
Greeks have been saying in the case of Cyprus. I do not see any form of 
international arbitration which we could accept and we must face having to make 
this clear to the Somalis. 

34. Is there any alternative method of persuading the Ethiopians to give up 
their sovereignty over the Haud and the Reserved Area? There is an area in the 
Northern Province of Kenya which we might be able to offer to the Ethiopians in 
exchange for all or some of the Haud or the Reserved Area. However in any 
further negotiations I am convinced that the Americans must be enlisted on our 
side. As long as the Ethiopians can count upon American support against us 
nothing will be achieved. If an approach were to be made to the Americans it 
could be on the following lines: — 

(a)	 the historical background to the situation, including all the efforts we have 
made since 1944 by friendly diplomatic means to achieve a satisfactory 
solution with the Ethiopians; 

(b)	 a full explanation why, if the general Somaliland/Ethiopia (and Somalia/ 
Ethiopia) frontier cannot very soon be placed on a satisfactory footing, 
we shall find ourselves faced in the early 1960's or before with a 
disastrous situation in the Horn of Africa; 

(c) our	 own policy for the Horn of Africa; this briefly being the eventual 
establishment of some sort of Somali Union in the area under either 
British or Western influence, and at the same time the maintenance of 
friendly relations with an Ethiopia which we hope can be persuaded to 
divert the energies at present directed towards external expansion into 
the more fruitful fields of internal consolidation and development; 

(d)	 our own offer, if it can be made, of the exchange of Kenya territory for 
the Haud and Reserved Area. 



 I 

35. I realise that this proposal is open to objection. It will be argued that 
the Americans are unlikely to agree and it may be argued that the only result of 
further pressure on the Ethiopians would be to drive them into the Russian camp. 
On neither of these points do I feel qualified to express an opinion. What does 
seem essential, however, is : — 

(a)	 that we should have a definite policy which can be implemented by our 
representatives in Addis Ababa, Hargeisa and Mogadishu. Close 
co-operation between them is I believe essential;

(b)	 that the aim of the policy should be to keep both the Soraalis and 
Ethiopians within the sphere of Western influence; 

(c)	 that in view of the necessity of giving the Somalis a reply regarding their 
latest demand to be allowed to take their case to the International 
Court, we should take an early decision as to what we intend to do. 

Colonial Office, 

25 th June, 1956. 




APPENDIX B 

POLICY STATEMENT FOR SOMALILAND PROTECTORATE 

(Issued in the Somaliland Protectorate on May 29th, 1956) 

Government is aware that recent political developments have made the people 
of the Somaliland Protectorate keenly desirous to learn the future policy of Her 
Majesty's Government towards the Protectorate and in the Somali area in general. 
I have accordingly obtained authority of the Secretary of State to make the 
following statement. The details of policy still remain to be examined in many 
important matters, particularly in regard to finance, but this statement will provide 
an indication of the general intention of Her Majesty's Government. The details 
of implementation of the policy to be followed within this general fraamework will 
be subject to consultation with responsible Somali leaders from time to time. 

2.—(a) The aim of Her Majesty's Government is to press ahead with 
economic, social and political progress in the Protectorate. In particular Her 
Majesty's Government has decided that steps must be taken to accelerate 
development of education and economic resources within the limits of the physical 
capacity of the territory to undertake them. 

(b) In the field of education plans already exist for expanding elementary, 
intermediate and secondary education and technical training facilities; they will be 
discussed with the Secretary of State's Educational Adviser when he visits the 
Protectorate this autumn. Up to 200 overseas scholarships and training courses, in 
addition to those originally planned for the period ending 1960, will be provided 
subject to there being sufficient suitably qualified candidates. These scholarships 
are intended to cover all branches of education and include university and 
professional training of Somali students, technical training and apprenticeship 
overseas and provision for administrative and technical courses for serving Somali 
members in all branches of the Civil Service. 

(c) In the development of economic resources particular attention will be 
paid to providing adequate water supplies both in the towns and in the interior, and 
to agricultural, irrigation, forestry and soil and water conservation projects by 
which grazing and natural vegetation will be improved and the Protectorate made 
less dependent on imported foodstuffs. It is hoped to improve outlets for livestock, 
skins and other livestock products, and schemes for an abattoir and cold store at 
Berbera are being investigated. Berbera port will be developed, and the search for 
oil and minerals of economic value encouraged. Every effort will be made to 
develop a stable and self-supporting economy and modern social services within the 
limits of Protectorate resources. 

3. The primary object of all of these developments is to make the Somalis of 
the Protectorate ready for internal self-government. Her Majesty's Government is 
not, however, laying down a definite time-table for political advances, and indeed 
it is believed that responsible Somalis themselves would not wish this to be done. 
Her Majesty's Government will, however, review the position in consultation with 
the people of the Protectorate within a reasonable time after 1960. 

4. Her Majesty's Government will therefore take every practical step to 
encourage Somalis to assume greater political responsibility. A Legislative Council 
with certain powers over legislation and finance will be introduced within the 
coming twelve months and local government councils will be progressively 
established throughout the Protectorate. The expansion in educational services 
and particularly the increase in oversea scholarships have been planned to secure 
among other things an acceleration of the process of the Somalis entering into posts 
in higher branches of the Civil Service. 

5. Somali leaders in the Protectorate have made enquiries concerning the 
views of Her Majesty's Government in regard to the possibility of some form of 
association between Somaliland and Somalia sometime after 1960. When the time 
comes to consider such matters the views of the Somalis concerned will be one of 
the factors of decisive importance in determining Her Majesty's Governments 
attitude towards any proposals which may be put forward on this subject. Her 
Majesty's Government would certainly discuss any such proposals with 
representatives of the people of the Protectorate; and, if political and economic 



conditions were propitious, and the proposals were both well-conceived and 
favoured by the Somalis concerned, Her Majesty's Government would be ready to 
support them in principle. 

6. The Protectorate^ territorial integrity is guaranteed for as long as the 
territory remains under the protection of Her Majesty's Government and indeed 
Her Majesty's Government wishes to emphasise that she will certainly not withdraw 
her protection as long as the Somali people require it. 

APPENDIX C 

I.—Recent Incidents in the Haud and Reserved Area affecting the Working of the 
1954 Agreement 

1. At the beginning of July groups of Habr Awal British Protected tribesmen 
were threatened with withdrawal of their grazing and watering rights if they did 
not accept Ethiopian nationality. 

2. A meeting of the Habr Awal was called by Ethiopian officials without 
consulting the Liaison Officer. At this meeting two Ethiopian sponsored Sultans 
were appointed. Threats and bribes were used to get tribesmen to attend and 
accept these Sultans. Similar incidents have occurred in many other British 
Protected tribes. 

3. Representatives of British Protected tribes were taken to Jigjigga, met by 
senior Ethiopian officials, given clothing, and sent to Addis Ababa where they were 
told they would meet the Emperor. 

4. These actions represent two clear breaches of the 1954 Agreement: — 

(1) The Ethiopians have failed to seek the advice of the Liaison Officer in the 
conduct of their affairs with the tribes; 

(2) An Ethiopian tribal organisation has been partly set up in interference with 
the British organisation set up by the Somaliland Government which the 
agreement states " shall continue to function " in the Territories. 

5. The threat to withdraw grazing rights is a threat to break the 1954 
Agreement and the 1897 Treaty itself. 

II.—Other Serious Incidents in the Haud and Reserved Area 
6. All persons in Aw Barreh suspected of British nationality were seen by the 

District Governor and those with passports interrogated and the passports taken 
away; those who had sent in application forms were told to produce the forms on 
threat of arrest. 

7. There have also been reports that Ethiopian tribes have been looting 
British tribes in the Territories with the support of the Ethiopian police. The 
Governor has made no report of this. 

III.—The Esa Massacre 
8. A delegation of Esa tribesmen recently reached the Protectorate and 

reported that in February about 400 of their tribe had beeen massacred by 
Ethiopian police and troops using aircraft and armoured cars. During the fighting 
the women and children, who are normally not touched in fighting between the 
tribes and the police and who had therefore been left unprotected by the men, 
were mutilated and killed. Most .6f the Esa concerned were an Ethiopian section 
of the tribe and the incident took place well within Ethiopian territory (not in the 
1954 Agreement Territories). There were, however, a few members of a British 
Protected section of the tribe. 
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, C A B I N E T 

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

NOTE BY THE CHANCELLOR OF THE EXCHEQUER 

Although the report of the Ministerial Committee on the Farm Price Review 
(CP. (56) 177) fairly represents what we agreed in our talks, I now feel that we 
should not commit ourselves at this moment to assurances to the farmers of a 
kind which give us too little room for manoeuvre. We are having to keep three 
balls in the air at the moment—our talks with the Australians, the new initiative 
in Europe, and assurances for farmers—and this needs careful co-ordination if 
we are not to drop one of them. I would much prefer not to go any further 
now with the farmers than is absolutely essential, so that we may have more 
time to see what is likely to happen to our trade with Europe and with the 
Commonwealth. 

2. I agree that we should offer a new long-term capital improvements scheme 
to the farmers. Such a scheme would be useful whatever agricultural policy we 
finally adopted, for capital improvements mean genuine increase in wealth. I am 
also prepared that we should discuss with the farmers a new guarantee about the 
minimum prices of commodities. The idea is that we could give them an assurance 
that the guaranteed price for any particular commodity would not be reduced 
by more than a certain percentage in any year. I am, however, anxious that we 
should keep the wheat situation open, because it is in terms of wheat that we shall 
probably have to pay the price to Australia not only for an agreement on 
preferences, but also for any European initiative that we may take. With regard 
to the overall guarantee and the two methods of giving long-term security, i.e., the 
net income or the recoupment of costs system, I hope that it will be possible for 
officials to keep the talks going in general terms until the holidays intervene. I 
feel that the Cabinet ought to be in a position by the middle of September to reach 
broad conclusions upon the whole policy, and we should not go so far with the 
farmers this side of the holidays as to prejudice our final decision. 

H . M . 

Treasury Chambers, S.W.1, 
17th July, 1956. 
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CABINET 

AUSTRALIA: TRADE TALKS 

Memorandum by the Minister of State, Board of Trade 

We have reached a critical point in our talks with the 
Australians. When he met the Prime Minister at the end of last week, 
Mr , Menzies gave no sign that he would be willing to recede from the 
position which Mr, McEwen, the Australian Minister of Trade, had taken 
up in the previous two weeks. This was that the Australians must have:

(i )	 freedom to eliminate our preferences on capital 
goods and to reduce the rest to some undefined 
minimum level; and 

(i i )	 certain new commitments from us which would 

substantially limit our freedom of action on 

our agricultural subsidies and our imports of 

foreign agricultural products. 


The Australians had indicated that they would eliminate our preferences 
on capital goods in the very near future and that there would be a gradual 
reduction of our other preferences over a period of years, 

2. On Monday, having cancelled his projected visit to Germany, 
Mr . McEwen told the President that he b.ad Mr . Menzies ' authority to 
putforwarda new basis for negotiations. While the Australians may still 
press for some discussion of their earlier proposed principles, the 
essential features of the new arrangement wouldbe that:

( i )	 Australia would guarantee to give us a preference of 
5 per cent on capital goods (as against 12% per cent 
now) and preferences at defined levels (to be 
negotiated later) on other goods; and 

(i i )	 we should undertake to ensure that about one 
million tons (forty million bushels) of Australian 
wheat ( i . e. approximately the pre-war quantity) 
was sold here if offered at prices which were 
competitive with non-subsidised wheat from other 
sources. 

3. Mr. McEwenTs new proposals represent a definite move in 
our direction, though they do not leave us free from acute embarrassment. 
Their effect would be that instead of losing our preference on capital 
goods and having complete uncertainty on the rest, we should retain 
contractual preferences over the whole field - though at much reduced 
levels . Against this we should have to give the Australians a precise 



undertaking on wheat, which would in effect give them what they were 
seeking under their original proposals. 

4. Mr. McEwen said that this offer represented the limit to 
which he and Mr. Menzies were prepared to go. The Australian Cabinet 
had decided before he left Australia that, if a satisfactory settlement 
was not agreed in principle now, they would be prepared to terminate 
their existing Ottawa Agreement with us; and in his view they would , 
almost certainly do so. 

5. We understand that the Australians do not envisage that we 
should negotiate a final Agreement now but that we should reach agree
ment in principle now and undertake definitive negotiations later (either 
in November or in February 1957). At the present stage there would 
be two agreed documents. The f irst would be a public announcement 
stating that the two Governments had agreed to negotiate a comprehensive 
new Agreement and listing briefly and in fairly general terms the 
subjects which would be covered in this Agreement. The second document, 
which would not be published, would specify these subjects in consider 
ably more detail and would contain certain pre-defined provisional 
commitments on both sides. 

6. We should hope to secure a published announcement in 
fairly general terms - though it would indicate that there was to be 
some reduction in our preferences in Australia. But the wording of the 
unpublished document would clearly be crucial for both sides. The 
Australians have so far insisted that they must have a specific under
taking on wheat. They might not insist on mentioning the actual tonnage 
to be covered: but they would probably press for a wording which would 
in practice commit us to guarantee them a market for something very 
near a million tons. If any such commitment is given we for our part 
shall need equally f irm commitments from the Australians on the 
following points:

(i)	 a guaranteed preference of 7-1 per cent on capital 
goods, and a definite commitment on our other 
preferences; 

(ii)	 an undertaking to consult and an assurance of 

non-discrimination in respect of Australian 

import restrictions; and 


(iii)	 an acceptance of modifications in our free-entry 

commitments and the withdrawal of Australia's 

guaranteed preferences on a few non-agricultural 

products. 


Thus as we see the position, the main outline of the final settlement 
and its general balance - would have been agreed in advance and our 
freedom of manoeuvre at the subsequent official negotiations would 
probably be very limited. 

7. It is clear that, if we are to avoid a breakdown at the 
meeting with Mr. Menzies on Friday, 20th July, we must be in a position 
to say something about what we might offer on wheat. We need not 
commit ourselves at that meeting either to a precise method or to a 
specific tonnage: but unless we can convince the Australians that we 
shall be prepared to make some substantial concession on wheat there 
will be no basis for negotiation. It will, moreover, be essential to 
avoid a vague formula which could mean one tiling to us and another to 



the Australians; and whatever formula is used we shall have to be clear 
in our minds about what we can do on wheat before the two documents 
referred to above are signed. (The Minister of Agriculture is circulating 
a paper (C,P. (56) 179) on this aspect of the problem). 

8. I discussed the position with the President before he left 
for Paris and have been in touch with him by telephone since. He is 
very conscious that any arrangement on wheat which would satisfy the 
Australians would be difficult and costly for us. He also recognises that 
by making a concession on wheat we should not prevent but only mitigate 
a reduction in our preference - a development which we have expected 
but public opinion has not. Nevertheless, the President considers that 
for us to reject Mr. McEwen's new proposals would not only embitter 
our relations with Australia but would be difficult to defend in this 
country. The Australians would almost certainly publish their proposals 
when they returned home and denounce the existing Agreement, putting 
the responsibility on us. We could not then expect the Australians to 
repeat their offer of contractual margins; and so we should be accused 
by British industry of throwing away our contractual preference on 
capital goods (say £100 millions of trade a year) and putting all our 
other preferences (say £150 millions) at risk because we would not 
entertain an Australian request on wheat which many people in this 
country would regard as not without justification. 

9. For these reasons the President urges that we tell the 
Australians on Friday that their latest proposals offer a basis for 
negotiation; and that we do our best to convince them that, subject to a 
satisfactory settlement on our counter-requests, we shall be prepared 
to enter into a commitment on wheat. 

A . R . W . L . 

Board of Trade, S .W .1 . 

18th July, 1956. 
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CABINET 

ECONOMIC STATISTICS 

NOTE BY THE CHANCELLOR OF THE EXCHEQUER AND PRESIDENT OF THE 
BOARD OF TRADE 

In the Budget Speech, an assurance was given that the Government would 
deal with the problem of improving our economic statistics. There is no doubt that 
we still do not have enough up-to-date knowledge of changes in the economic 
situation. We are now clear what steps are needed to improve the position and 
we feel that a statement of what we propose to do ought to be made before the 
House rises. We attach a draft of the statement we have in mind and seek the 
agreement of our colleagues to it. 

2. One of these proposals is that we should get more reliable and compre
hensive information from the distributive and service trades, notably about their 
capital expenditure and stocks. 

3. Both as a basis for getting up-to-date figures and as an annual check on 
them, an annual sample enquiry is necessary and this can only be taken if returns 
are obtained under the compulsory powers already given by the Statistics of Trade 
Act, 1947. 

4. Because this is more far-reaching than the other proposals we feel that our 
colleagues should know about it before any statement is made in the House.. 

5. We do not expect any serious difficulty in making this enquiry which 
will, of course, be directed to the relatively small businesses to be found outside 
the manufacturing field. The information to be sought will be simple in character 
and fairly easy for them to supply on an annual basis. Powers conferred by the 
Statistics of Trade Act, 1947, are already being used in a number of enquiries 
directed to small businesses. We believe that it will be possible to convince the 
trades concerned of the need for the information, and of the advantages that will 
come from the use of sampling procedures, even though this involves the use of 
statutory powers. 

H. M. 
P. T. 

18th July, 1956. 
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DRAFT STATEMENT ON ECONOMIC STATISTICS BY THE 

CHANCELLOR OF THE EXCHEQUER 


In my Budget Speech I said that I was considering ways of improving our 
economic statistics and that I hoped to make progress as soon as more immediate 
preoccupations were out of the way. A thorough review of the statistics available 
and of the additions needed has now been made. 

2. During the last two years important improvements have been made in 
our economic statistics, with the full co-operation of industry. But the information 
available still does not provide us with enough up-to-date knowledge of changes 
in the economic situation. It is certainly in the interests of everyone that this 
information should be available. The earlier the Government has it the more 
timely can be its action to keep the economy on an even course. In economics, 
as in medicine, early diagnosis is the essential preliminary to effective treatment. 
The Government does not need this information only for its own use. The business 
community and the public need it just as much. 

3. I can now indicate the general lines of a programme to meet these 
needs:

1. Our first need is to be up-to-date. We are, of course, largely in the 
hands of the people who supply the information. I cannot stress too much 
how important it is that firms should provide the statistics we need just as 
soon as they can. 

2. Secondly, some material which informs us about the state of industry 
is received at intervals which are too long in relation to the speed with which 
events can move. Figures about the production of goods or about the orders 
received are much more valuable when they are available month by month 
than when the intervals between one return and another is three or six months, 
as is sometimes the case. From some important industries which are not 
now providing them we shall be asking for monthly statistics about their 
production and orders. And in a variety of industries we shall be seeking 
more frequent returns or new returns where none are now made. 

3. Thirdly, there are serious gaps in our information about fixed 
investment and stocks. Yet fixed investment and stocks are two of the most 
volatile elements in the economy. They are liable to fluctuate widely, causing 
substantial changes in the economic climate and in the balance of payments. 
It is therefore particularly important that we should have comprehensive 
information about them. The information which we are now getting from 
the annual census of production and from the quarterly returns provided by 
companies and the nationalised industries is of great value. But this covers 
only part of the field. We have very little information, even annually, from 
the distributive and service trades. These trades are of special importance 
because they carry very large stocks. We propose, therefore, to institute an 
annual sample enquiry which to yield reliable information must be of a 
compulsory character so that the value of the figures willingly supplied by 
the majority of traders will not be nullified by a minority of non-responding 
businesses. The figures we need are few in number but vital to us and I 
believe that businessmen in the distributive and service trades will be able 
to provide them without undue trouble. 

4. Fourthly, one of the matters on which up-to-date information is 
lacking is the current trend of profits. A few companies are now publishing 
quarterly or half-yearly estimates of their trading profits. Whether companies 
should publish such information is, of course, a matter for themselves. But 
since many companies keep quarterly or half-yearly estimates of profits for 
their own purposes, we propose to invite a number of companies, on a 
voluntary basis, to provide such estimates, in confidence, to the Inland 
Revenue Department. Of course, only summaries of the returns, which will 
not reveal the affairs of any individual concern, will be published, or indeed 
made available to anyone outside the Department. 

5. Fifth, we have felt an urgent need for more information about 
international transactions, especially those on capital account, affecting the 
balance of payments. We are studying, in co-operation with the Bank of 
England, how improvements in this field can best be made. 



6. Sixth, fulki information is needed aboui trends in the pattern of 
personal incomes and expenditure. An excellent foundation exists in the 
large-scale enquiry conducted by the Ministry of Labour for 1953-54, for 
which 13,000 households provided detailed accounts. It is now proposed 
to have a continuing enquiry among a smaller sample of households in order 
to provide up-to-date information about changes in income and expenditure. 

4. We are very much aware that all this information depends on the willing 
co-operation of the public. I am sure this will be forthcoming. For it really is in 
the public interest. 

5. We are considering what improvements and extensions can be made in 
the presentation and publication of statistics so that Parliament, industry and the 
public may be kept as well informed as possible. One important objective is to 
combine the available information into quarterly estimates of the national 
expenditure and its components, similar to the annual figures given in the National 
Income Blue Book and Economic Surveys. 

6. I would add that, while these are our immediate objectives, the 
improvement of our statistical information is a continuing process. 
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CABINET 

E G Y P T 

MEMORANDUM BY THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 

My colleagues will have seen the statement to the press by the Egyptian 
Ambassador to Washington to the effect that Egypt has decided to accept assistance 
from the West for the construction of the High Aswan Dam. They will also have 
noticed the recent action of the Senate Appropriations Committee, which, according 
to Her Majesty's Ambassador in Washington, is widely interpreted as a veto for 
any American aid for the Dam. Telegrams 1528 and 1529 from Washington refer. 
Her Majesty's Ambassador in Washington is already in close touch with Mr. Dulles 
and the State Department and will be seeing Mr. Dulles again at any moment. 
There is very close agreement between the Americans and ourselves. I attach 
as Annexe A a summary of the latest instructions to Sir R. Makins on how this 
question should be handled. 

2. Our attitude to the question of the Dam is in accordance with our present 
general policy towards Egypt. I attach, as Annexe B, a note which gives some 
background information relevant to our relations with Colonel Nasser and which 
raises the question whether, and how soon, we should move over to a more overtly 
hostile line towards him. I do not suggest that we should do so now. 

3. Even without such a change in our policy, however, there is more to be 
done on the propaganda side. The Appendix to Annexe B shows what is being 
done already. 

S. L. 

Foreign Office, S.W.1, 

18th July, 1956. 
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ANNEXE' A 

SUMMARY OF INSTRUCTIONS SENT TO HER MAJESTY'S 
AMBASSADOR, WASHINGTON 

Sir R. Makins' latest conversation with Mr. Dulles shows that we and the 
Americans are agreed that we should neither go ahead with our offers of last 
December nor definitely withdraw them. 

2. Her Majesty's Ambassador has been instructed to tell Mr. Dulles at their 
next meeting that the following is our present and tentative thinking as to the line 
we should now take with the Egyptians. It is likely that Mr. Dulles will agree. 

3. We should point out to the Egyptians that in the last six months we have 
become progressively worried at the apparent trend of Egyptian financial policy. 
The Egyptians seem to contemplate Russian financial aid for other projects than 
the Dam; and we know from the activities of the Egyptian Quartermaster-General 
in this country that they are thinking in terms of setting up a vehicles industry. 
They want to build a shipyard at Alexandria. Their purchases of arms from the 
Russians have not been a " once and for all" matter but have continued. Their 
reserves of foreign exchanges have continued to fall, despite substantial releases 
from the sterling balances. How do the Egyptians square this with their proposed 
undertaking to the International Bank to " maintain sound financial and economic 
policies including an investment programme which will recognise the priority of 
the High Dam project? " 

4. We should be careful how we put our line across since it can. all too easily 
be represented as interference and as an attempt to attach political strings to our 
offers. 

5. Sir R. Makins is to make it clear to Mr. Dulles that we do not like the idea, 
to which Mr. Dulles has made a passing reference, of telling Nasser that we cannot 
go ahead with the High Dam project but might give him economic aid in some 
other form. 

S. L. 

ANNEXE B 


POLICY TOWARDS EGYPT WITH PARTICULAR REFERENCE 


TO PROPAGANDA 


The main instruments of Egyptian propaganda in the Middle East are: — 
(a)	 Cairo Radio, whose geographical position enables it to cover a large part 

of the Arabic-speaking world with medium-wave, broadcasts, and which 
can call upon the services, of entertainers, &.c., known throughout the 

; region. ... ,	 [ ''.r\h]j
(b)	 The Egyptian newspapers and especially magazines, which, in technique, 

and sophistication, are far ahead of any others printed in Arabic. 
(c)	 Teachers, &c, of whom the Egyptian Government are themselves short, 

but whom they nevertheless make available for export to meet a 
region-wide, shortage. There is no satisfactory alternative source of 
such people. 

(d)	 Colonel Nasser's Saudi Arabian allies, who exert their influence in political 
circles mainly by lavish bribery in favour of his policies.,. . 



2. Any Egyptian Government must enjoy a very strong natural position 
among the Arab States of the Middle East. Egypt is more populous than any of 
these; her people, although not really Arabs, are approximately similar to them in 
language, religion and colour of skin; and above all Cairo excels all others of the 
region in shops, cinemas, cabarets, glossy magazines and other such marks of 
advanced civilisation. It is thus quite unrealistic to hope to " isolate " Egypt. 

3. . Colonel NasserY regime has further improved this position by his success 
in ending the British occupation and by exploiting the hostility of all Arabs to 
Israel. He has succeeded in assuming the lead on "Arab Nationalism." His 
acceptance of arms from the Soviet Woe has increased the material strength of 
the Egyptian army, and, because it can be represented both as an addition to 
anti-Israeli strength and as a slap in the face for the ' ; imperialists," has greatly 
increased his stature in the Arabic-speaking world. 

4. Nasser professes to desire better relations with us and has made several 
overtures to us publicly and privately. On the other hand he continues to accept 
from the Russians the material aid which he needs to maintain his position if he 
cannot get it from us. He may think that he can play off the East and West against 
each other, but he has already given the Russians a powerful hold over him. No 
doubt he aims at eliminating British political influence and ultimately at denying 
us the oil of the Middle East except on his own terms. But there is much 
immediate damage that he could do us, especially in the economic field, about 
which he appears not to have taken irrevocable decisions. This applies not only 
to our trade, but also to our substantial fixed investments and above all to our 
shipping through the Suez Canal. Our economic stake in Egypt is much greater 
than anyone else's including the United States. There are compensating weaknesses 
in his position, particularly on the economic side. Egypfs balance of payments is 
deteriorating rapidly, and he is becoming increasingly short of sterling—his chief 
currency for settlement with the West. Unlike Iraq and other oil-producing 
countries, he cannot raise the standard of living of his fast-expanding population 
except by financial measures which he is not likely to take and by assistance from 
abroad over a period and on a scale which are most improbable. These short-term 
difficulties will only be intensified if he builds the dam. The long-term difficulties 
of a one-crop economy and a rapidly rising population will remain. 

5. In these circumstances our policy, as agreed with the Americans, has been 
not to adopt an attitude of open hostility to Nasser but rather to attempt to keep 
him guessing about our ultimate intentions, while doing what we can to weaken his 
influence in Egypt and other Arab States by covert methods. In accordance with 
this policy we have not rejected Nasser's overtures out of hand. How long this 
should continue to be our policy is for consideration. The time for a change may 
come after we have dealt with the Aswan Dam. But there is no alternative regime 
in sight in Egypt, and such a change would push him more firmly into the hands 
of the Russians and court reprisals against our economic interests referred to above. 
If Nasser is shown to be completely in the hands of the Soviet, that may make other 
Arabs recoil from him; on the other hand, it might be the means of increasing 
Soviet influence in the other Arab States, like Saudi Arabia, not yet penetrated. 

6. Until this ambivalence in our policy is resolved, our propaganda is under 
a disadvantage. Overtly we do not take an anti-Egyptian line in any medium 
of propaganda which is attributable to Her Majesty's Government. There is no 
question of refraining from putting over material in favour of our policies and those 
of our allies, even when these are unwelcome to Nasser. On the contrary, all our 
overt propaganda (at home and in the Middle East) must be directed to increasing 
qur own prestige and influence and those of our friends. But it is only by covert 
methods that we directly attack Nasser. If and when we decide to take him on 
directly because we have succeeded in weakening his position or because it has been 
shaken by other influences or because we cannot tolerate him any longer, we shall 
be able to indulge in activities which he will see are directed against him by us. 
It is in preparation for that phase that we must have our machinery ready and 
ticking over. , 

7. I attach a brief account of our overt propaganda activities. 
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. APPENDIX .. 

, (a) BROADCASTING	 - - " ^ v : : y ex ^ H : ^ . , 

(i) The B.B.C.: on short wave only (Arabic A\ hours,;Persian 1 hour daily)./. 
Cost - affil/ifo $ S C ^ Q l  ̂  jSeoCKkî  Sid -

The annual cost of preparing the programme and paying staff directly engaged 
on the B.B.C. s Arabic Service has risen from £35,800 in 1954 to £50,800 in 
1956. This excludes the cost of transmission and other common facilities which 
are shared by all the .B.B.C.'s overseas services. The B.B.C.'s Arabic Service is 
broadcast on short wave only. ou&^nn'* 

A medium-wave relay for the B.B.C. would enormously improve reception 
but would cost about £200,000. Technical assistance is being given to Kuwait 
and Bahrain to improve existing small stations. 

(ii) Bagdad Radio 
This station is preparing a great increase of power later this year, and has 

the necessary equipment. We are doing all we can to see that this Iraqi project 
turns out to the best advantage, and a senior B.B.C. programme expert, who 
happens to speak Arabic and to be persona grata in Iraq, has visited Iraq to advise 
the Iraqi authorities. 

(iii)	 Local Broadcasting Stations 
Some Information Officers have been successful in getting time on local radio 

stations. In Benghazi and Tripoli, Her Majesty's Embassy run a daily two-hour 
service; in Beirut, the Information Officer runs 1 hour in English a day. The 
B.B.C. supply an Arabic transcription service at present to the Lebanon and Jordan 
only, but this service may be extended. 

(b)	 BULLETINS 

Cairo: 3 bulletins in English and Arabic. 
Bagdad: a daily bulletin (200 copies). 
Beirut: a daily bulletin (300 copies) plus a twice weekly bulletin (700 copies). 
Damascus: a daily bulletin (3,000 copies). 

(c) ARTICLES 

The Regional Information Office, Beirut, produce 10 articles in Arabic per 
week from Central Office of Information (C.O.I.) material and 10 articles per week 
from material supplied by the Information Research Department of the Foreign 
Office. 

(d) PAMPHLETS AND BOOKLETS 

The Regional Information Office produce about 15 Arabic booklets a year on 
themes such as: Communism in trades unions, the Bagdad Pact, and British 
development in the Middle East; circulation 1,000-3^000. 

Cost: The material for bulletins, articles, pamphlets and booklets is 
produced by the C.O.I. for all Information posts. A breakdown of the cost 
of this material for the Middle East only is not possible. 

(e)	 PERIODICALS 

Al Aalam: Arabic picture magazine; 70,000 circulation, 32,000 in Iraq. 
- ' , . £ ' 

Cost: Central Office of Information 13,000 
Her Majesty's Stationery Office
Income

 30,000 
13,000 

Net cost approximately 30,000 for 1955-56 
Akhbar alAlam: printed by the Iraq Times, run by Her Majesty's Embassy, 

Bagdad; monthly in Arabic; circulation approximately 15,000. 
Cost: Approximately £2,000 per annum. 

Anglo-Arab Trade: privately published Arabic engineering trade paper; 
bi-monthly; maintained from advertisement fees plus a Foreign Office subsidy of 
£600 per annum; circulation 2,000-3,000. 



(f) FILMS X l C M m H f i . 
(i) Arabic newsreel: produced once a week and circulated, to commercial 

cinemas throughout the Middle East (including Egypt but not Syria). Produced 
by theTifibis;0'fflcer:tne''(3Sirei".;^^;i , -v;.,v -.- \ r 

Cost: The total cost of making and distributing 32 copies of the Arabic 
newsreel throughout the Middle East is £12,600 per annum. .m rp i

(ii) Documentaries: shown by film vans or in- commercial cinemas and now 
used by the new television station in Iraq. '''*' f20'-',am run: v . ; f l ec$i 

Cost: It is impossible to estimate the precise..sha!re"of trie documentary 
film budget which is devoted to the Middle East,''but oh the production' side' 
there has only been sufficient money this year to set aside £5,000 for the 
Bagdad television station, and £15,000 for two other films for the Middle East. 
This total of £20,000 comprises one-third of all the money spent on film 
production this year, and it would be impossible to divert any more money to 
the Middle East without sacrificing film operations in other important areas, 
such as South-East Asia. 

(iii) Mobile film vans are available to Information Officers in Jordan (2), 
Egypt (1), Libya (2), Iraq (3), Sudan (1), Bahrain (1). Each normally gives about 
5 shows per week. 

Cost: £10,000 per annum. Capital cost of a new film van and equipment 
is approximately £1,000. 

We should make good use of more films especially designed for the Middle 
Eastern market, and we could do with £30,000 to £40,000 for this purpose. 

(g) SPONSORED TOURS 

This year parties are coming from Syria, the Lebanon, Iraq, Libya, Iran, Israel 
and possibly Jordan and Sudan. 

Total cost: Approximately £7,848. 

The tour of Syrian officials was cancelled at the Syrian Governments request. 
It is planned to offer the money thus saved for a tour from the Sudan. 

(h) DAMASCUS TRADE FAIR 

£10,000 is being made available towards the cost of an official stand in the 
Federation of British Industries pavilion. ; 
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CABINET 

OXFORD ROADS 

MEMORANDUM BY THE MINISTER OF HOUSING AND LOCAL GOVERNMENT 

The unique beauty of Oxford, which is visited each year by countless 

thousands from all over the world, is being sadly marred by the ever-increasing 

flow of traffic through the University area. 


2. Some years ago, an expert study of this problem was carried out for the 
City Council by an independent planning consultant, Dr. Thomas Sharp. He 
advised that the only effective method of relieving the pressure of traffic at Carfax 
and along The High was to build a new road across Christ Church Meadow, 
alongside the Broad Walk and linking up with St. Giles (as shown in red on the 
attached map). However, this proposal aroused criticism in University circles, 
especially among the Colleges which overlook The Meadow. 

3. Discouraged by this reaction, the City Council, when submitting their 
development plan, hesitated to put forward any effective scheme for dealing with 
this problem. Consequently, when approving the plan a year ago, I felt obliged, 
in agreement with the Minister of Transport, to ask the Council to submit 
additional road proposals for relieving the traffic congestion. 

4. Last autumn, with my encouragement, the Council submitted a 
compromise proposal, which did not entail putting a road through The Meadow. 
This scheme provided for two " relief roads " substantially farther out, one to the 
north and the other to the south, forming in effect an inner by-pass system (shown 
in green on the map). However, this unavoidably entailed several unpopular 
features, such as a traffic roundabout in St. Giles, the demolition of a number of 
buildings belonging to certain colleges and the destruction of some college playing 
fields. As a result, the new plan met with even stronger opposition from the 
University than the proposal for a road through The Meadow. 

5. The whole issue was exhaustively examined last February at a ten-day 
public inquiry. The official who conducted the inquiry reported that the 
compromise proposal for a by-pass system of relief roads away from the centre 
had not only failed to allay University opposition, but, as might be expected of 
any compromise, would be only partially effective in relieving the traffic congestion. 
He concluded that what is needed is an alternative road so close to the High Street 
that it can be used as a substitute for it. Furthermore, he advised that the only 
practicable route for such a road is along the northern side of Christ Church 
Meadow, as previously recommended by Dr. Sharp. 

6. The Minister of Transport and I have gone very fully into the matter, and 
we agree entirely with this conclusion. A new road through The Meadow and 
linking up with St. Giles offers the only satisfactory method of diverting traffic 
from the University area. This would, moreover, make it reasonable to close 
Magdalen Bridge to vehicles, which is really the only way to restore peace to the 
heart of the University. 

50212 



7. Notwithstanding all that has been said to the contrary, I am convinced 
that enjoyment of The Meadow, whose charm lies mainly in its riverside walks 
on the south and east, would not be very seriously affected by a road across the 
northern end, and that any aesthetic loss would be much more than offset by the 
gain of quiet and dignity within the precincts of the University. 

8. If this solution is approved in principle, the exact line of the road will need 
careful consideration, in particular, the section from Queen Street to St. Giles. 
The route for this section proposed by Dr. Sharp would entail the demolition of 
certain important buildings and would involve the creation of a somewhat awkward 
roundabout at the junction of the Cornmarket and George Street. However, after 
consulting the officials of the City Council, the Minister of Transport and I believe 
that it may be feasible to provide a link with St. Giles which would be more 
efficient and cause less disturbance to important property. One of the possible 
alternative routes for this sector of the road is shown by red dots on the map. 

9. I propose accordingly to reject the City Councils scheme for the 
construction of two " relief roads." I would inform them that, in the opinion of 
the Minister of Transport and myself, the right solution is a road which can be 
used in substitution for the High Street and the Cornmarket; and that we consider 
that the only practicable route is across the northern part of Christ Church 
Meadow, through St. Ebbe's and linking up with St. Giles. I would ask the 
Council to submit new proposals for such a road, after consultation with the 
Ministry of Transport and my Department. 

10. A lead of this sort would, I am advised, be welcomed by the majority of 
the Council, which is fairly representative of opinion in the town generally. 
However, strong protests must be expected from a section of the University, led 
by Christ Church. Most of the Colleges on The High and on The Broad and 
others whose property was threatened by the proposed inner by-pass will probably 
be pleased, though they may not be so vocal in expressing their approval. 

11. The Minister of Transport and I would be glad to have, our colleagues' 
agreement to the course we propose. 

D. S. 

Ministry of Housing and Local Government, S.W.1, 


18th July, 1956. 
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CABINET 

THE LAW OF MURDER 

M emorandum by the Lord Chancellor 

The Cabinet, on 11th July, 1956, appointed a Committee 

"To consider and report to the Cabinet on the 
possibility of framing a Government measure to 
amend the law of murder and to restrict thereby 
the scope of capital punishment. " (C.M,(56) 48th 
Conclusions, Minute 5.) 

The Committee was composed of the Lord Chancellor (Chairman), Home 
Secretary, Secretary of State for Scotland, Attorney-General and Lord 
Advocate. The Chief Whip and the Solicitor-General were co-opted to the 
Committee. 

Except for further consideration, of points of detail, the 
Committee have completed their review and their conclusions are set out 
below. 

2. The Committee are satisfied that it would be practicable to 
frame legislation amending the law of murder so as to reduce the crime in 
four ways:

(a)	 By extending the defence of provocation so that the 
nature of the provocation will be immaterial, and 
it will be open to a jury to return a verdict of 
manslaughter notwithstanding that the provocation 
was by words alone. 

(b)	 By eliminating from English law the doctrine of 
constructive malice. 

(c)	 By introducing into English law the Scottish doctrine 
of diminished responsibility, the effect of which 
will be that where the jury are satisfied that the 
pr isoners responsibility was substantially 
diminished by reason of mental abnormality they 
will bring in a verdict of manslaughter. 

/^"it is proposed that in order to establish a defence of 
diminished responsibility the defence should be required 
to satisfy the jury of something on the following l ines:
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amend the law of murder and to restrict thereby 
the scope of capital punishment, " (C .M. (56 ) 48th 
Conclusions, Minute 5.) 

The Committee was composed of the Lord Chancellor (Chairman), Home 
Secretary, Secretary of State for Scotland, Attorney-General and Lord 
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Committee. 

Except for further consideration of points of detail, the 
Committee have completed their review and their conclusions are set out 
below. 

2. The Committee are satisfied that it would be practicable to 
frame legislation amending the law of murder so as to reduce the crime in 
four ways:

(a)	 By extending the defence of provocation so that the 
nature of the provocation will be immaterial, and 
it will be open to a jury to return a verdict of 
manslaughter notwithstanding that the provocation 
was by words alone. 

(b)	 By eliminating from English law the doctrine of 
constructive malice. 

(c)	 By introducing into English law the Scottish doctrine 
of diminished responsibility, the effect of which 
will be that where the jury are satisfied that the 
pr isoners responsibility was substantially 
diminished by reason of mental abnormality they 
will bring in a verdict of manslaughter. 

/^"it is proposed that in order to establish a defence of 
diminished responsibility the defence should be required 
to satisfy the jury of something on the following lines:



that at the time of the commission of the act 
which caused the death the accused 

(a)	 was suffering from a disease or 
disorder of the mind, or 

(b)	 was a defective within the meaning 
of the Mental Deficiency Act, 1913, 

and in consequence thereof was labouring under 
a defence of reason or disorder of emotion to 
such an extent that his responsibility was 
substantially d iminished^ 

(d) By providing that the survivor of a suicide pact who 
has not himself killed the other party shall be 
guilty of a new offence of aiding and abetting or 
instigating suicide and not of murder. 

3. As at present advised the Scottish Ministers do not think i t 
necessary that legislation dealing with the four points mentioned in the 
preceding paragraph should be applied to Scotland. 

4. The Committee do not believe that a limited reform of the law 
in relation to these points alone would command a sufficient measure of 
support among Conservative Members of Parliament known to favour the 
total abolition of the death penalty. They therefore recommend that 
capital punishment should in future be reserved for a limited number of 
specified categories of murder somewhat on the following lines:

(a)	 Murder in the course of, or immediately 
before or after and in connection with, 
theft or attempted theft, or entry or 
attempted entry into a building with 
intent to steal. 

(b)	 Murder by the use of f ire arms or 
explosives. 

(c) Murder of prison officers. 

(d)	 Murder of police officers and others 
assisting the police in the execution of 
their duty. 

(e) Murder following a previous murder. 

UIn view of the difficulty of dealing with 
cases of hmultiple murders', such as 
those committed by Christie and Heath, 
it may be necessary to evolve a procedure 
by which two such murders may be tried 
in the same indictment^y7 

Murders falling outside these specified categories would in future be 
punishable by life imprisonment. 



5. The Committee were unable to agree whether murder by poisoning 
should be added to these categories. Murders of this kind may be heartless 
and cruel; on the other hand a large number of them are either "mercy 
kill ing" or murder by a distraught woman of her children and in these 
cases there is invariably a reprieve. The Cabinet are invited to decide 
whether, on balance, murders of this kind should continue to be punishable 
by death. 

6. A table is attached showing roughly what would have been the 
effect on the number of executions during the last ten years of legislation 
to restrict the use of the death penalty to the categories of murders set 
out in paragraph 4 above. This table does not take account of the four 
changes in the law of murder proposed in paragraph 2: the effect of these 
would be to reduce the number of convictions of murder, and hence to 
reduce still further the number of executions. 

7. The Committee emphasise that it will be desirable to consult the 
Lord Chief Justice and other representatives of the Judiciary before a 
decision is taken on the final form of the amendments to the law of 
murder or of the definitions of categories of murder for which the death 
penalty should be retained. If, therefore, the Cabinet approve the 
proposals contained in this memorandum as a basis for informal soundings 
by the Chief Whip among Government supporters, it is essential that 
nothing should be said which would commit the Government to any 
particular form of words. 

K. 


Lord Chancellor^ Office, S.W.1. 

19th July, 1956. 



Number of murderers of all kinds sentenced to death 

England and Wales Scotland 

Sentenced Executed Reprieved Sentenced Executed Reprieved 
etc. etc, 

A 
287 146 120 31 12 19 Vcotal 

(-1- 18 Broad- (including 
moor and 3 3 sentences 
convictions quashed on 
quashed) appeal) 

Annual average 28.7 14 .6 12.0 3.1 1.2 1.9 
(2.1) 0.3) 

, Number of murderers in categories for which it is proposed to 

retain capital punishment 


England and Wales Scotland 

Category Sentenced Executed Reprieved, Sentenced Executed Reprieved 
etc. etc, 

In course of 
theft or entry 
with intent to 54 40 11 
steal (other than (4 3 Broad- (including 1 
murder of a moor) sentence 
police officer) quashed) 

By firearms or 

explosives other- 32 17 12 

wise than in (H- 3 Broad 
course of crimes moor) 

in(l) 


jOf prison officer 

or civilian 1 

assisting him 


Of police officer 3 

or civilian 

assisting him 


Murder of 

more than one 

person not 12 1 

included in other (H- 2 Broad
categories moor) 


Total and 

percentage of 102 69 25 8 4 


) all murderers (36%) (48%) t+8 Broad- (26%) (33%) (21%) 

sentenced moor) 


1 
Annual 
average 10.2 6.9 2.5 (.8) .4 



to retain capital punishment 

England and Wales Scotland 

Sentenced Executed Reprieved
etc,

 Sentenced Executed Reprieved 
 etc. 

Total and 
percentage of 
all murderers 
sentenced 

185 (64%) 77 (52%) 95 23 (74%) 8 (67%) -

Annual 
Average 

18.5 7.7 2.3 .8 
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CABINET 

BUILDING CONTROL 

Memorandum by the Minister of Works 

The Chancellor of the Exchequer^ paper C .P . (56) 166 sets 
out a tentative case for building control. 

2. I fully appreciate the Chancellor's aims and his wish to examine 
every possible method of attaining them in the present economic situation: 
nevertheless, as my Department had the experience of operating the 
whole machinery of building control between 1940 and 1954, I fee l I must 
set out the arguments, which in my opinion are powerful, against such a 
control, whether as a contribution towards solving our immediate problems 
or as a long-term feature of our economy. 

3. The general arguments against any system of building control 
are as fol lows: 

(a)	 Building licensing can be applied only to a comparatively 
small part of the work of the construction industries. 
About a third of this work is maintenance, and control 
over maintenance would be almost impossible to justify. 
Some 55 per cent of the new work of the building industry 
is carried out on behalf of the Central Government, the 
local authorities, or the nationalised industries. The 
Government already have direct control ever most of 
this investment and indirect control over the remainder. 
Licensing would not apply to it and is therefore irrevelant 
to the question whether more or less should be done. We 
are therefore left, out of a total building output of 
£1, 800 millions, with about £500 mil l ions' worth of work 
in the private sector which might be covered by a scheme 
of licensing. The vast bulk of this would have to be 
allowed to continue either because it was beneath the set 
limit of cost, or because, by peace-time standards, i t 
would have to be regarded as necessary work - private 
enterprise housing alone accounts for over £200 mill ions. 

(b)	 Within this limited section of the industry it would be 
extremely difficult to distinguish between the conflicting 
claims of a great proportion of this work. In war t ime t 

when there was a clear-cut objective, a simple 
criterion existed for what was necessary and what could 
be dispensed with. In peace time this is not so. 
There would be great difficulty in deciding whether one 
industry more than another, or one firm more than another, 
deserved to be allowed to carry out new building: nor could 
we regard all office building as non-productive. 



You cannot turn building activity off and on like a tap. 
Unless there is a widespread breaking of contracts, 
bringing in its train all the difficulties of compensation, 
etc. licensing can only bite on the schemes not yet started. 
If the control was limited to the bigger jobs, say over 
£100, 000, its effect would not be felt for about eighteen 
months. If quick results were wanted it would be 
necessary to apply the control to the smallest jobs. 
Moreover, if the effects of this policy turned out to be 
more violent than the public interest required it would 
be virtually impossible to reverse the process under 
many months. 

The formidable apparatus of control which the Labour 
Party found necessary was not in fact ever used 
effectively to control in peace time the volume of building. 
The procedure was to prepare every year an estimate of 
the total potential output of the building industry and to 
apportion this estimate between the various claimants for 
building work. It was in effect an allocation of the output 
of the industry on the basis of a system of priorities and 
not a restriction of the total output of the building industry 
which is what the Chancellor appears to have in mind. 

If the output of the industry was to be restricted by 
licensing it would mean a deliberate creation of un
employment in the building and civil engineering industries 
not by a general economic policy but by the direct with
holding of licences. I cannot exaggerate the dangerous 
consequences of such a policy which, it seems to me, 
would bring the risk of a head-on collision between the 
Government and the representatives of very large, 
widespread industries. 

Whether or not the control was used effectively to limit 
building work, there is no doubt that the results for the 
efficiency of the building and the building materials 
industries would be harmful in the extreme. High 
productivity depends upon employers and operatives 
being able to feel reasonably certain about future demand 
on the basis of their own forecasts. The inevitable 
result of the Government taking control would be a loss 
of confidence and a consequent drop in productivity. 
We have had experience of the difficulty of reviving 
industries damaged as result of political action - for 
instance the brick industry when we came into office. 

The Chancellor sees in the control of building, a control 
also over the tools, equipment, etc. that go into a building. 
I am not sure to what extent this is in fact valid. 
Industrialists would in fact install new equipment in old 
buildings if they could not put it - with greater efficiency 
into new buildings. 

More civi l servants would have to be taken on - at least 
300 in my own Department, as well as a number in other 
Departments - to administer the control. 



( i )	 Finally, we should be re-creating a whole series of 
dreary offences for actions which no-one would regard 
as morally reprehensible - the kind of offences which it 
was hoped were going for ever as the War and Socialist 
policies receded: and with them all the unpopular apparatus 
which we have always denounced, for detecting and proving 
them. 

4. These are arguments against building control in general when
ever it might be introduced. Assuming, however, that it would be an 
effective control, there is the question whether the present outlook shows 
a need for it. On the same day as the Chancellor-'s paper appeared, the 
Financial Times pointed out that a big fall had taken place in the number 
of industrial building schemes which received location approval during 
the second quarter of this year, and that leading contractos companies 
had experienced a big fall in the number of enquiries received for the 
main types of work. This agrees with the information which I am myself 
receiving from contractors and others in the industry. The effect of the 
credit squeeze on the building and civil engineering industries was bound 
to be delayed. It was never expected that any appreciable reduction in its 
work would be achieved before the autumn. The signs are that this 
reduction is in sight. 

5. Finally, there are formidable political arguments against 
building control being adopted by the Conservative Party; these cannot 
be dismissed as purely "doctrinaire1. The whole theme of our policy 
since 1945 has been that we should free ourselves from physical 
controls and that it is by other policies that we should overcome our 
economic difficulties. To impose a building control would be not only 
a retreat from our belief in a free economy, but would be seen by both 
our supporters and our opponents alike as such. I think that it would 
cast a doubt on the sincerity of our beliefs and motives not only in this 
but in other fields. 

6. The Chancellor asks that for the present his colleagues should 
avoid taking up firm positions in public for or against. Is this possible? 
I fear that after our election promises, and statements made since, any 
equivocal comments wi l l ba taken to mean that licensing is to be r e 
introduced. The consequences are certain to be that everyone 
contemplating building work will do all he can to start before the 
necessary, legislation - highly controversial on our side - can be passed. 
The effects of the credit squeeze will be to that extent counterbalanced 
and the disinflationary movement checked. 

P . B . -H. 

Ministry of Works, S .E .1 . 

20th July, 1956, 
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CABINET 

CAPITAL EXPENDITURE ON HOSPITALS 

Memorandum by the Minister of Health 

I have been unable to agree with the Chancellor of the Exchequer 
the level of expenditure to be permitted on hospital building in England 
and Wales in 1958/59, and I am therefore submitting the matter to the 
Cabinet. I do so now, as it will be impossible for Hospital Boards to 
spend the money unless they have adequate time for preEminary planning. 
An announcement to them is already overdue. 

2. The table which follows sets out the capital allocated to 
hospital building in 1956/57, that already announced for 1957/58, and 
that which I had proposed for 1958/59 to the Social Services Committee 
in March. For the convenience of the Cabinet I have divided it for each 
year into expenditure on major schemes (including those announced by 
my predecessor last year ) ; money specifically reserved for "revenue
saving" schemes; and sums provided to Hospital Boards for schemes 
costing less than £250, 000. 

Year Major Revenue- Schemes Total 
Schemes saving costing 

Schemes less than 
£250,000 

£m. £m. £m. £m. 

1956/57 2 2 9 13 

1957/58 4 4 10 18 

1958/59 6 3 12 21 

A large part of the amount to be spent in each year consists 
of carry over from the previous year. Thus about £5^ millions for 
major schemes and £6 millions for schemes costing less than £250,000 
will be spent in 1958/59 on schemes already in progress at the beginning 
of that year, 

3. The Chancellor has agreed the £3 millions for revenue-saving 
schemes and the £6 millions for major schemes (which includes only 
£-! million for new major works). Our disagreement relates to the 
expenditure on schemes costing less than £250,000 which include almost 
all the programme of modernising hospitals, particularly mental 
hospitals. The Chancellor proposes to allow £10 millions. With 
considerable reluctance I have offered to reduce my requirement for 
that year to £11 mill ions, provided that the possibility of restoring my 



original figure of £12 millions can be looked at again if the economic 
situation improves before 1958/59. To go further would force us to 
retard our programme of essential modernisation. 

4. I have tried to limit my proposals to the barest minimum 
necessary to continue the programme started by my predecessor. 

I wish to remind m y colleagues of certain facts 

(a)	 The conditions at many of our hospitals are very 

unsatisfactory, some of them being an inheritance 

from the old poor law days. 


(b)	 In certain places we are stil l making use of wartime 

hutted hospitals that cannot be kept weatherproof. 


(c)	 A large number of our mental and mental deficiency 

hospitals are over a century old and lack modern 

conveniences. 


(d)	 Overcrowding in mental hospitals is serious. A 

figure of 40 per cent on the female side is not 

uncommon. 


(e)	 Shortage of beds for the chronic sick is filling the 

mental hospitals with old people who could be housed 

elsewhere. 


(f)	 Our policy of restricting the number of hostels that local 
welfare authorities can build under Part III of the National 
Assistance Act, 1948, is aggravating the problem. 

(g)	 The number of old people who have to be cared for 

will increase considerably in the next few years. 


An announcement that our programme is to be retarded wil l 
cause consternation, and we shall be in danger of a breakdown in the 
hospital serv ice . 

5. My proposals for 1958/59 provide a rate of hospital capital 
building two-thirds of the pre-war rate. The Guillebaud Committee 
recommended £30 millions as the level of hospital capital expenditure in 
Great Britain after 1957/58. "Whilst I appreciate that in present economic 
circumstances this target is unattainable, I am convinced that we should 
have it in sight before this Parliament ends. 

Though we cannot go forward at the moment, to retreat from our 
present modest programme would be disastrous. The amount spent in any 
year depends greatly on the carry over from previous years; a retreat in 
consequence prevents a future advance. 

6. I hope therefore that the Cabinet will endorse my view that the 
expenditure on schemes costing less than £250, 000 in England and Wales 
in 1958/59 should be not less than £11 mill ions. 

R . H , T , 

Ministry of Health, W. 1. 
20th July, 1956. 
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CABINET 

HOUSE OF LORDS REFORM 

Memorandum by the Lord President of the Council 

On 17th May the Cabinet invited the Lord Chancellor and myself to 
consult with the Lord Pr ivy Seal and the Chief Whips in both Houses on the 
proposals for the reform of the House of Lords outlined in the papers which 
the Lord Chancellor and I had submitted to the Cabinet (C.P, (56) 116 and 119) 
( C M  . (56) 37th Conclusions, Minute 4). We have had the assistance of an 
Official Committee, under the Chairmanship of the Permanent Secretary of 
the Lord Chancellor's Department, which has prepared the two draft Bills 
which are annexed to this memorandum. 

2. We remain of the opinion that the danger of drifting into single 
chamber government is now serious and that it is very desirable that legisla
tion should be introduced very soon: indeed, the next session may present 
the only opportunity that wil l occur for many years to achieve a sufficient 
measure of reform to ensure the continuance of the House. On the other 
hand, the weakness of any comprehensive scheme of reform is that its 
success will depend on the co-operation of the Opposition Parties. "We must 
recognise the possibility, however remote, that the Labour Party might 
boycott the scheme completely and refuse either to submit recommendations 
to the Prime Minister for life peerages or to allow Labour hereditary Peers 
to serve on the Selection Committee or, if selected, to sit in the House. 
However, we do not think that that prospect should deter us: in opposing 
reform the Labour Party would be on difficult political ground, and opinion in 
that Party in favour of single-chamber government is probably not strong 
enough to enable them indefinitely to refuse to co-operate in the reformed 
House. 

3. In the course of our discussion we have modified our views on two 
important points which formed part of the plan which we previously submitted 
to the Cabinet:

(a)	 Contrary to our previous opinion, we now believe that 
provisions for dealing with the financial position of 
members of the reformed House should not be 
included in the Bill, but should be treated as a 
separate proposition. We consider that it would 
seriously prejudice the passage of any reform Bill 
if it contained provisions for payment, and that 
this matter should be left until such time as it 
becomes possible to introduce a Bill relating to 
the salaries of junior Ministers and the payment 
of Members of the House of Commons. 



(b)	 In any Bil l covering the complete scheme of reform we 
should aim at presenting the narrowest possible front 
to amendment and that, therefore, matters of detail 
relating to the machinery of selection of the hereditary 
Peers should be omitted from the Bill . 

4. We consider that there are two alternatives open to the Government 
to introduce:- / i 

(a)	 A one-clause Bill simply giving the Crown power to confer 
life peerages on men and women. This would not deal 
with the backwoodsmen, who present a problem which, 
though more imaginary than real in present 
circumstances, is nevertheless still open to political 
exploitation. Such a Bill could be presented as an 
emergency operation to save the life of the House; or 

(b)	 A more ambitious Bill which, in addition to conferring 
on the Crown the power to create a limited number of 
life peerages, would, at the same time, cut down the 
rights of hereditary Peers by providing that only 
a limited number selected by the House should have 
power to sit and vote. 

The two Bills annexed to this memorandum are intended to illustrate 
the legislation needed in each case. 

THE SHORTER VERSION 

5. The shorter version, in effect, does no more than reverse the 
decision in the Wensleydale case, except that in addition it enables women 
to be admitted to the House as holders of life peerages, though not as 
hereditary Peeresses. The advantage of the shorter version is that it 
would consume less Parliamentary time and that the scope and detail 
of the Bill would present the narrowest possible front to amendment and 
debate. 

6. We do not, however, recommend that so restricted a measure 
should be introduced. The object of reforming the House is to increase 
public confidence in it, and this would not, in our opinion, be achieved by 
any measure which did not deal radically with the problem of the back
woodsmen. We consider, therefore, that what is required is the shortest 
and simplest measure which would achieve this object, and that the shorter 
version should only be considered if all else fails. 

THE LONGER VERSION 

7. The contents of the longer version are as fol lows:-

Clause 1. This clause gives the Crown powers to create a maximum 
number of 200 life peerages carrying the right to sit and vote in the 
House of Lords. Life Peers may resign their right to receive a Writ 
of Summons, but not their peerages. 75 life Peers may be created in 
the f irst instance, and thereafter a maximum of 15 each year, apart from 
filling vacancies caused by death or retirement. 

Clause 2. This clause provides that the number of hereditary Peers 
entitled to attend the House of Lords in any future Parliament shall be 
restricted to not more than 200, who are to be selected by the House of 
Lords and who are to be persons appearing to the House to be individually 
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well-fitted for their duties. The Royal Dukes, the Law Lords, and past 
and present Cabinet Ministers are excepted from the clause, and will 
continue to be entitled to their Writs of Summons as of right. 

Clause 3. This clause provides that a life peerage may be conferred 
on a woman and that United Kingdom Peeresses in their own right may 
be selected to sit in the House in the same way as United Kingdom 
hereditary Peers . Scottish Peeresses in their own right are made 
eligible to vote in elections of Scottish representative Peers, and to be 
elected as such. 

Clause 4. This clause provides that life Peers who resign, hereditary 
United Kingdom Peers who have not been selected, and hereditary 
Scottish Peers who have not been elected as Scottish representative 
Peers, shall have the right to vote at elections for the House of Commons. 
The Bill does not enable any Peer to be elected to the House of Commons. 

0. In the course of preparing this Bill we discussed certain 
important questions on which our conclusions are set out below. 

Life Peers 

9. We considered it necessary that life Peers should have the right 
to resign because their number is limited and it wil l therefore be desirable 
to enable old or infirm life Peers to make room for fresh creations, 

10. The Bill says nothing about the method of selecting life 
Peers or the proportions in which life peerages are to be distributed 
amongst the Part ies. We think it clear that this matter could not 
usefully be dealt with by an express provision in the Bill . 

11. The reason for placing the l imit to the number of creations that 
may be made in the first instance as high as 75, and the annual rate of 
increase as high as 15, is that it seems essential mat the number of life 
Peers should be brought up to the maximum as soon as possible, and 
that the right number of creations is the largest that is compatible 
with maintaining a high enough standard. Even at the rate proposed in 
the Bill , on the assumption that it is passed in 1957, parity with the 
selected hereditary Peers will not be reached until 1966. 

Restriction of Rights of Hereditary Peers 

12. As already mentioned, the Bil l states that the number of 
hereditary Peers in any future Parliament is not to exceed 200 to be 
selected by the House of Lords; and nothing is said in it about the machiner 
of selection. It appeared to us to be preferable that, so far as possible, 
the limitation of the numbers of hereditary Peers should be carried out 
by the House of Lords itself under its own procedure. This is a proposal 
which has already met with support among the Peers, but the Swinton 
Committee found that the House itself had no power to l imit its numbers 
by Standing Order and that legislation would be necessary. What the 
Bil l does, therefore, in effect, is to impose upon the House the obligation 
to reform itself, which it would do by means of a Selection Committee 
appointed in the normal way. The composition of the Selection Committee 
would be settled by consultation between the Leaders of the Parties in 
the House and i t would include a reasonable proportion of back-benchers 
and cross benchers. The object would be to have on the Selection 
Committee the best people in the House and no doubt, in course of time, 
it might include also some life Peers . 



13. Similarly, in order not to fetter the discretion of the House, 
nothing is said in the Bill (except in general terras in clause 2(2)) about 
what principles the Committee is to apply in making its selections. 
No doubt the Opposition Parties would prefer some statutory direction to 
the Selection Committee which would ensure adequate representation in 
the reformed House for themselves and other interests whom they might 
claim to represent. But the difficulties of drafting any satisfactory 
provision proved insuperable. We consider that the only practicable 
method of dealing with this problem is to give assurances in Parliament 
that the Opposition Parties will be fairly represented on the Selection 
Committee. 

14. By limiting the number both of life Peers and hereditary 
Peers the Bil l in effect abolishes the swamping power. We consider that 
with the reduction of the delaying power of the House to one year there is 
no longer any need to retain the swamping power. 

15. The Bill can be criticised on the grounds that it favours 
life Peers in that their rights are conferred upon them for life, whilst 
those of hereditary Peers depend upon their selection for each Parliament 
by the Selection Committee. This is unavoidable but the criticism can 
be met, at least in part, on the following grounds: 

(i)	 The life Peers will have been selected for 
their special fitness to be legislators; 

(ii)	 The hereditary Peer who has been selected 
for one Parliament, and justifies his selection, 
is likely to continue to be selected for 
successive Parliaments. 

Admission of Women 

16. The proposal that Peeresses in their own right should be 
admitted to the House has met with opposition in the past from the Labour 
Party on the ground that it enlarges hereditary rights, and there may be 
criticism of its inclusion in this Bill, the object of which is to narrow 
such rights. We mink the objection falls with the limitation of the 
hereditary element to 200. It would presumably be welcome to the 
Labour Party that within this limit women should have the same 
opportunities as men. 

Procedure with the Bill 

17. We still think it desirable that before the Bill is introduced 
a Resolution should be moved in the House of Lords which would set out 
in detail the plan of reform, including all such matters as the machinery 
and procedure of the Selection Committee, which are omitted from the 
Bill and which would be dealt with by a revision of the Standing Orders 
of the House. The advantages of this course are that acceptance of the 
Resolution would demonstrate the willingness of the House to reform 
itself while, if the Resolution met with such opposition in the Lords as 
made it unlikely that the Bil l would be passed by that House, the 
Government would be able to fall back on the shorter version taking 
power only to create life peerages. 

18. We think it advisable that the Resolution should not be 
published until after the Party conferences in October, but should be 
published and debated before The Queen's Speech at the opening of the 
new Session. But it is also essential that the Resolution should be 
published sufficiently long in advance of the debate on it. This points 



to its being debated at the end of the autumn spill-over and published at 
least a fortnight earl ier. A spill-over of less than 3 weeks would not 
therefore accommodate this programme. 

19. If the autumn spill-over is not to be long enough to enable 
adequate notice to be given, then the debate on the Resolution could 
take place at the beginning of the next session, after the debate in the 
Lords on The Queen's Speech has been finished but when that debate is 
still continuing in the Commons. But this course is obviously far less 
attractive. 

20. "We think that the balance of advantage lies in introducing 
the Bill in the House of Commons. 

Points for Decision 

21. There are three difficult questions upon which we have 
not reached a firm decision and which we submit for the consideration 
of our colleagues. 

The Right of Peers to Vote and to Sit in 

the House of Commons 


22. We have considered whether the Bi l l should provide that 
those Peers who are not eligible to receive Writs of Summons to the 
House of Lords shall be able not only to vote at elections for the House 
of Commons but to stand themselves for election. If such a provision 
were included we think that the right should only be given to hereditary 
Peers and not to life Peers (who will have become Peers by their own 
choice and not involuntarily), and that once the right had been exercised 
the decision to do so should be irrevocable, although it would not bind 
the Peer 's descendants. 

23. The arguments for and against such a provision are nicely 
balanced. On the one hand, since the hereditary rights of Peers are 
cut down by the Bil l it may seem only just that they should be given the 
same rights as ordinary citizens. Moreover, even if nothing is said in 
the Bill, amendments are likely to be moved to relieve the position of 
those who, like Lord Hailsham and Mr. Wedgwood Benn, M , P . , are at 
present prevented from, or hampered in, pursuing a career in the 
Commons by the disabilities of peerage and for whom sympathy has been 
expressed. 

24. On the other hand, it is probable that such a provision 
would be resented by the Commons, and it may be argued that, even as 
cut down by the Bill, the rights of hereditary Peers are still considerable. 
They supply one half of the members of the reformed House and their 
chances of being selected by the Selection Committee are incomparably 
greater than those of an ordinary citizen to be elected a^Member of the 
House of Commons. It may well be felt that it will be the necessary 
price to pay for the continuance of the hereditary element in the 
legislature at all, that those who will still possess the hereditary right 
to offer themselves for selection by the Selection Committee should not 
be eligible to sit in the House of Commons. 

25. On the whole our view is that it would be preferable that 
the Bil l should be introduced without any such provision but that, if an 
amendment is moved by Mr. Wedgwood Benn in the Commons which is 
accepted by that House, there would be no objection to the Government 
accepting it. It is an argument for introducing the Bill in the Commons 
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that this would provide the least embarrassing opportunity for such 
an amendment to be moved. 

Representation of the Church of Scotland 

26. The claim has been advanced in the past that as an 
Established Church the Church of Scotland should have the same right 
to be represented reformed House of Lords as the Church of England, 
and there is little doubt that in the present state of Scottish opinion, this 
claim would be pressed with great vigour and might lead to considerable 
political difficulties in Scotland. It may be difficult to resist, but the 
arguments for resisting it appear to us very strong. 

27. There being no Bishops, representation of the Church of 
Scotland could only be secured by some device such as nomination by the 
National Assembly of the Church of Scotland. The principle of permitting 
an outside body to nominate its representatives in the House would, in our 
opinion, be an exceedingly dangerous one to introduce in the Bil l , for it 
would provoke claims not only from other churches and denominations 
but also from professional bodies and sectional interests of all kinds. 
These claims could only be distinguished from those of the Church of 
Scotland on the ground that that Church is established by law, but we think 
that this line would be difficult to hold. 

20. We should prefer, therefore, to have no express provision 
in the Bil l for representation of the Church of Scotland. It is worth 
considering whether a promise should be made by the Pr ime Minister in 
Parliament that, before making his recommendations for the creation of 
life peerages, he would invite representatives of the Church of Scotland 
to submit names to him. But the objection to this course is that a mere 
promise would probably not satisfy Scottish opinion. In any case, it is 
inconsistent with the Presbyterian system of church government for 
representatives of the church to be appointed by the Crown on the 
recommendation of a Minister. 

29. We recommend that the Bill should be introduced without any 
provision for representation of the Church of Scotland, but that we should 
be prepared to make a concession later if the strength of opinion in 
Scotland appears to make that course desirable. 

Bishops 

30. As drafted at present the Bi l l omits any reference to 
Bishops whose position (like those of the Law Lords and the Irish 
representative Peers ) is untouched. The advantage of this is that it 
shortens the Bill, that any alteration of the position of the Bishops would 
increase the likelihood of controversy over representation of the Church 
of Scotland, and that a change in the representation of the Church of 
England in the House would itself be controversial. On the other hand, 
there is much to be said for reducing the number of the Bishops in 
Parliament. They themselves rarely take advantage of their rights to 
attend the House and the obligation on them to attend in order to read 
Prayers is generally regarded as burdensome. The duties of a diocesan 
Bishop in these days are so heavy that few of them can spare the time to 
come to the House regularly. The number might be reduced to 5 (being 
the 2 Archbishops and the Bishops of London, Durham and Winchester) or, 
if that is thought to be too few, 12 (being those already mentioned, with 
the addition of the next 7 senior Bishops). 



31. We recommend that at the moment the position of the Bishops should 
be left untouched by the Bill but that, before its introduction, the views of 
the Archbishop of Canterbury should be sought. 

CONC LUSION 

32. I seek the approval of my colleagues to the proposals contained in 
this paper (and, in particular, those in paragraphs 22-31) and authority 
for a final draft of the Bil l , and drafts of the appropriate Resolution and 
Standing Orders, to be prepared. 

S. 

Pr ivy Council Office, S .W.1 . 

23rd July, 1956. 



T O P S E C R E T 

4 & 5 E  l i z . 2 House of Lords 

[ S  h o r t e r	 V  e r s i o n ] 

D R A F T 

O F A 

T O 

Enable Her Majesty to create life peers and life peeresses A.D. 1956 
with the right to sit and vote in the House of Lords. 

BE it enacted by the Queen's most Excellent Majesty, by and 

with the advice and consent of the Lords Spiritual and 

Temporal, and Commons, in this present Parliament 


assembled, and by the authority of the same, as follows:— 

5 1.-(1) Without prejudice to Her Majesty's powers as to the Power to 
appointment of Lords of Appeal in Ordinary, but in lieu of any c r e a t  e i;fe 

other power to confer life peerages, Her Majesty shall have £^jjjjfg 
power by letters patent to confer on any person a life peerageright to sit 
having the incidents specified in the following provisions of in the House 

10 this section.	 " of Lords. 
(2) The holder of a life peerage conferred under this section 


shall, by virtue of that peerage— 

(a) rank during his life as a baron under such style as may 

be appointed by the letters patent; and 
15	 (b) be entitled during his life to receive writs of summons to 

attend the House of Lords and sit and vote therein 
accordingly. 

(3) A life peerage, with the same incidents as in the case of a 

man, may be conferred under this section on a woman. 


20 (4) Nothing in this section shall enable any person to receive a 
writ of summons to attend the House of Lords, or to sit and vote 
in the House of Lords, at any time when he is by law disqualified 
therefor. 

2. This Act may be cited as the House of Lords Act, 1956. Short title. 
179-5 



T O  P S E C R E T 

House of Lords 

[ S  h o r t e r V  e r s i o n ] 

D R A F T 
O F A 

B I L L 
To enable Her Majesty to create life peers 

and life peeresses with theright to sit and 
vote in the House of Lords. 

XXXI-L (5) 

nth July, 1956 

(37461) 179-5 



T O P S E C R E T 

4 & 5 ELIZ. 2 House of Lords 1 

[LONGER VERSION] 

D R A F T 

OF A 

B I L 
T O 

Amend the law relating to membership of the House of A.D. 1956 
Lords; and to enable certain peers not members of 
that House to vote at parliamentary elections. 

BE it enacted by the Queen's most Excellent Majesty, by and 

with the advice and consent of the Lords Spiritual and 

Temporal, and Commons, in this present Parliament 


assembled, and by the authority of the same, as follows:— 

5 1.—(1) Without prejudice to Her Majesty's powers as to the Power to 
appointment of Lords of Appeal in Ordinary, but in lieu of any create life 
other power to confer life peerages, Her Majesty shall, subject ĉ rylng right 
to the provisions of this section, have power by letters patent to sit in the 
to confer on any person a life peerage having the incidents House of 

10 specified in the following provisions of this section. Lords. 
(2) The holder of a life peerage conferred under this section 


shall, by virtue of that peerage— 

(a) rank during his life as a baron under such style as may 

be appointed by the letters patent; 
15 (b) be entitled during his life to receive writs of summons to 

attend the House of Lords and sit and vote therein 
accordingly: 

Provided that the holder of such a peerage may at any time 

by a notice in writing delivered to the Lord Chancellor renounce 


20 his right to receive writs of summons as aforesaid by virtue of 
his said peerage, and in that event his right, by virtue of 
that peerage, so to receive writs and sit and vote in the House 
of Lords shall cease as from the date on which the notice is 
so delivered. 

1 7 5 - 8 



 5 

 10 

 15 

 20 

 25 

 30 

 35 

 40 

A.D. 1956 (3) The total number of life peerages conferred under this 
section from time to time existing, other than peerages the holders 
of which have ceased to be entitled to receive writs of summons 
by virtue of declarations made by them under the proviso to 
subsection (2) of this section, shall not exceed the following 
limits, that is to say:— 

(a)	 till the end of the year nineteen hundred and fifty-seven, 
seventy-five; 

(b) till the end of the year nineteen hundred and fifty-eight, 
ninety; 

(c) till the end of the year nineteen hundred and fifty-nine, 
one hundred and five; 

and so on, with the limit increasing byfifteen each year, till the 
end of the year nineteen hundred and sixty-four, after which 
the limit shall be two hundred; and the power of Her Majesty 
to confer life peerages under this section shall be restricted 
accordingly. 

(4) Nothing in this section shall enable any person to receive 
a writ of summons to attend the House of Lords or to sit and 
vote in the House of Lords at any time when he is by law 
disqualified therefor. 

Limit of right 2.—(1) Subject to the provisions of this section, the holder of 
of hereditary a hereditary United Kingdom peerage shall not, by virtue of 
hi tl̂ Hou e  ^ i a t  P e e r a 8 e '  D e entitled in the case of any Parliament summoned 
of Lords. after the passing of this Act to receive a writ of summons to

attend the House of Lords or to sit or vote therein unless he has 
been selected by that House as a person entitled to receive such 
a writ of summons in the case of that Parliament. 

(2) The number of persons to be selected as aforesaid from 
the holders of hereditary United Kingdom peerages for the 
purposes of any Parliament shall not exceed two hundred; and 
the persons to be so selected shall be persons appearing to the 
said House to be individually well fitted to perform their duties 
as members of that House and likely to be able and willing to 
attend for that purpose, either generally or in connection with
particular subjects. 

(3) The persons to be selected as aforesaid for the purposes 
of any Parliament shall be selected in the previous Parliament; 
but if any person selected to receive a writ of summons in any 
Parliament dies, another holder of a hereditary United Kingdom
peerage may be selected in that Parliament to receive a writ of 
summons in his stead. 

(4) This section shall have effect in relation to the present 
Parliament as if it had come to an end at the end of the present 
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Session, and as if the remaining Sessions were a separate Parlia- A.D. 1956 
ment summoned after the passing of this Act; and any writs of 
summons to the holders of hereditary United Kingdom peerages . 
issued before the end of the present Session shall cease to have 
 effect at the end of that Session. 

h (5) This section shall not apply to any holder of a hereditary 
peerage who— 

(a)	 is the husband or child or grandchild of Her present 
Majesty or of any of Her predecessors or successors; or 

(b) holds or has held high judicial office within the meaning 
of section twenty-five of the Appellate Jurisdiction Act, 
1876, and section five of the Appellate Jurisdiction Act, 
1887; or 

(c) holds or has held office as a Cabinet Minister in the 

. Government of the United Kingdom. 


3.—(1) A life peerage, with the same incidents as in the case Peeresses in 
of a man, may be conferred on a woman. their own 

right to be 
(2) Subject to the provisions of section two of this Act, a able to sit in 

woman who is the holder of a hereditary United Kingdom the House 
 peerage shall (whatever the terms of the letters patent, if any, y^g^ s 

creating the peerage) have the same right to receive a writ of elections of 
summons to attend, and to sit and vote in, the House of Lords Scottish 
as she would have if she were a man. representative 

peers. 
(3) A woman who is the holder of a peerage in the peerage of 

 Scotland shall (whatever the terms of the letters patent or other 

instrument, if any, creating the peerage) have the same right to 

vote in elections of peers to sit and vote in the House of Lords 

and to be elected herself to sit and vote in, and to sit and vote in, 

the House of Lords, as she would have if she were a man. 


 4. A person shall not be disqualified for voting at elections for Right of 
members of the House of Commons— certain peers 

(a)	 as being the holder of a life peerage, if he has ceased.by ^ votle[nSSeS 

virtue of the proviso to subsection (2) of section one of Parliamentary 
this Act to be entitled to receive writs of summons in elections. 

 respect of that peerage; 
(b)	 as being the holder of a hereditary United Kingdom 

peerage, if he has not been selected for the purposes of 
section two of this Act as a person entitled to receive 
a writ of summons in respect of the Parliament in 

 question; 
(c)	 as being the holder of a peerage in the peerage of Scotland, 

if he has not been elected to sit and vote in the House of 
Lords in the said Parliament under the Scottish 
Representative Peers Act, 1707. 



A.D. 1956 5.—(1) In this Act " life peerage " means a peerage conferred 
o n aInterpretation  person for his life and expiring on his death; and " hereditary 

and short title. United Kingdom peerage " means a peerage in the peerage of 
the United Kingdom; (including the peerage of England and the 
peerage of Great Britain) which is not a life peerage. 

(2) This Act may be cited as the House of Lords Act, 1956. 
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BURAIMI 

MEMORANDUM BY THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 

My memorandum CP. (56) 52 of 24th February explained the need for 
resuming negotiations with Saudi Arabia in order to retain American goodwill, 
to delay a possible Saudi appeal to the Security Council, and to make our position 
appear more reasonable if the matter did come before the Security Council. In 
order to have something to offer at the negotiations I was authorised to offer the 
Saudis access to the sea east of Qatar by way of special transit facilities and a 
free port (CM. (56) .17th Conclusions, Minute 2). 

2. To prepare for negotiations Mr. Dodds-Parker visited Riyadh at the 
end of April and during the discussions there it was agreed that H.M. Ambassador 
should draw up a draft agenda. Mr. Dodds-Parker in his talks with Prince Faisal 
hinted at the possibility of a concession east of Qatar in the Khor-al-Odaid area, 
and behind the scenes H.M. Ambassador made sure that the Saudi Ambassador 
in London, who was present at the talks, understood what was intended. 
Mr. Dodds-Parker also referred to the possibility of arranging for some at least 
of the pro-Saudi tribesmen now exiled from Buraimi to be allowed to return. 
The Saudis did not take up these offers and insisted that Buraimi was all they 
cared about. 

3. The draft agenda that the Ambassador subsequently presented contained, 
as its penultimate item, " Matters arising out of the Buraimi dispute." The Saudis 
have always insisted that Buraimi should be taken and settled first before any other 
Anglo-Saudi differences were tackled. After the last exchange in Riyadh between 
the Ambassador and Prince Faisal, the latter insisted that either Buraimi should be 
settled first or that, if the Buraimi question were held over, a regime should be set 
up there based on the following four points: — 

(a) withdrawal of our troops from all disputed areas; 
(b) repatriation and compensation of refugees; 
(c) maintenance	 of law and order in areas to be restored to " original 

inhabitants" (i.e., the local tribes most of whom have taken Saudi 
money); 

(d)	 supervision of the area by a neutral administration until the dispute was 
settled. 

4. Meanwhile I agreed to see privately and unofficially Azzam Pasha, the 
former Secretary-General of the Arab League and now the Saudi agent in the 
Buraimi dispute. A series of talks was held with Azzam and the following points 
have emerged: — 

(a)	 Azzam was impressed by the friendliness with which he was received and it 
is probably true that, as he claimed, King Saud is reluctant to continue 
his quarrel with the British. He added, however, that Faisal feels that 
no good will come of further negotiations with us. 
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(b)	 Only Buraimi-and sovereignty over Buraimi at that-matters to the 
Saudis; they do not regard negotiations on any other subject as serious 
and they will not acquiesce in the present situation in Buraimi in return 
for concessions elsewhere; neither the possibility of the exiles returning 
nor of concessions in the Khor-al-Odaid has been seriously taken up. 

(c) The Saudis have no more wish to appeal to the Security Council than we 
have but the King may be driven to do so if he sees no other course 
of action. 

(d)	 The Saudis evidently fear our charges of bribery and our line that the 
Sultan of Muscat is a respectable Arab ruler whom King Saud has 
wronged. 

(e)	 The Saudis are ready to remove any obstacle that the oil question might 
present to our surrendering sovereignty. 

(f) The only substantial point of agreement was on the desirability of putting 
the whole Buraimi dispute into cold storage; unfortunately the Saudis' 
idea of cold storage is to make the area an autonomous province under 
Saudi suzerainty or a neutral zone, whereas ours is to leave it as it is 
under Abu Dhabi and Muscat sovereignty. 

5. In parting Azzam suggested that further haggling over the agenda for the 
Riyadh talks would probably land us in the Security Council: what was necessary 
now was to take as the starting point for our next communication to the Saudis the 
four proposals of Prince Faisal. 

6. In these circumstances we are left with the following choices: — 
(a)	 We can try to work out an offer to the Saudis based on some at any rate 

of Faisal's four points; 
(b) We can disregard Azzam's advice (which is probably not disinterested) 

and continue to discuss the Agenda; 

or 


(c) We	 can abandon discussion of the Agenda and formally offer a solution 
based on Saudi access to the sea east of Qatar, the return of the majority 
of the Buraimi exiles and minor modifications of our declared frontier. 

7. Choice (a) is not a runner at all. Not only would it be unacceptable to 
the Sultan of Muscat but it would let the Saudis back into Buraimi and thus enable 
them to resume their former bribery, subversion and gun-running. It might be 
possible to work out some form of " de-militarisation" for Buraimi and the 
other disputed areas with sovereignty remaining vested in Abu Dhabi and Muscat 
and no Saudis allowed in. Though such an offer would no doubt be put to our 
credit in the Security Council, it would present considerable dangers from our point 
of view (e.g., it would be much more difficult to prevent infiltration of Saudi agents). 

8. Both (b) and (c) have the disadvantage that they are far from what the 
Saudis want, but that objection applies to anything that we can offer. Both courses 
have merit: (b) maintains the policy so far pursued of insisting that Buraimi is 
not the only problem, and that we have grievances against the Saudis that need at 
least equally urgent redress. Moreover we can make a small move in this field by 
offering to promote Buraimi in the order of items. Her Majesty's Ambassador in 
Jedda favours this line. We can also explain that our agenda does not mean that 
all the items on it have to be settled in their agreed order; but only that they must be 
discussed in that order. The Saudis do not seem to know this, (c) has the merit 
of meeting part of FaisaFs second point and of constituting an offer of what 
might be dressed up as a concession. 

9. There is no reason why we should not combine (b) with (c). (b) alone 
might look like deliberate procrastination, but in insisting on continuing to discuss 
the agenda we could say that when we came to Buraimi we would discuss 
arrangements for Saudi access to the sea and the repatriation of the exiles. 

10. I have asked Her Majesty's Ambassador in Jedda for his views, and 
will consult my colleagues when I receive them. 

S. L. 

Foreign Office, S.W.1, 

July 16, 1956. 
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U N I T E D K I N G D O M C O M M E R C I A L P O L I C Y 

NOTE BY THE CHANCELLOR OF THE EXCHEQUER AND THE PRESIDENT OF THE 

BOARD OF TRADE 

We shall shortly be faced with the need to make certain decisions on 
commercial policy. This need arises specifically from the current proposal to 
create a Common Market in Europe and from the difficulties into which we are 
running on Imperial Preference with Australia. Some months ago, therefore, we 
asked officials to study a plan which might both meet these difficulties and at the 
same time be of advantage to the United Kingdom economy, and we have on 
various occasions indicated to our colleagues that such a study was being made. 

2. An interim Report by a group of officials from the Foreign Office, 
Treasury, Board of Trade, Ministry of Agriculture, Commonwealth Relations 
Office, Colonial Office, Board of Customs and Excise, and the Bank of England 
has now been completed and is attached. Further studies on this have still to be 
made. But in view of the complexities of the issues that are raised we feel that it 
would be of advantage if all members of the Cabinet were aware of the nature of 
the plan, so that they may be better able to form a judgment of the definite 
proposals which we hope to be able to make in four or five weeks' time. We expect 
that we shall be submitting these matters to the Cabinet for decision early in 
September. 

H. M. 
P. T. 

27th July, 1956. 
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S E C R E T 	 E.I. (56) 14 (Final) 

UNITED KINGDOM INITIATIVE IN EUROPE 

PLAN G 

INTERIM REPORT BY OFFICIALS 

Introduction 

1. In a memorandum dated 22nd May the President of the Board of Trade 

put forward certain proposals designed to deal with the consequences of the 

decision by the six " Messina " Powers (Germany, France, Italy, Holland, Belgium 

and Luxembourg) to proceed towards the formation of a Customs Union. Under 

such a Customs Union all these countries would, over a period of years, abolish 

tariffs and other restrictions on trade among themselves and would establish a 

common tariff against imports from the rest of the world. They would thus 

create in their own territories a Common Market. The proposal put forward 

by the President was that the United Kingdom should associate itself with the 

Common Market by means of reciprocal removal, by the United Kingdom and 

the Customs Union, of their protective tariffs over a period of years and of other 

restrictions against each other. The United Kingdom would not, however, adopt 

the common tariff of the members of the Customs Union against imports from 

other countries, but would maintain its existing freedom of action in this field 

including the right to maintain Commonwealth free entry. There would thus be 

created what is technically described as a " Free Trade Area " between the Customs 

Union and the United Kingdom. In order, however, to safeguard both British 

agriculture and the Commonwealth interest in the United Kingdom market for 

their main products, agricultural products would be excluded from the operation 

of the scheme. The continuation of free entry for manufactured goods from the 

Commonwealth, and the maintenance of free or preferential entry for agricultural 

commodities, would give us some hope of retaining as much of our preference in 

Commonwealth markets as would in any circumstances be expected. 


2. At a meeting of Ministers held on 31st May, under the Chairmanship of 
the Chancellor of the Exchequer, when this and other problems of a United 
Kingdom Initiative in Europe were discussed, it was decided that officials should 
make a more detailed study of the possibility of a partial Free Trade Area of this 
kind, including in particular the following points: — 

" (a) an expansion . . .  . on the lines suggested by the President of the Board 
of Trade to make it more attractive to the Commonwealth, involving 
maintenance of free entry into the United Kingdom for manufactured 
products, continuation of preferential arrangements for agricultural 
products, together perhaps with some guaranteed purchase arrange
ments or other means of developing the United Kingdom market for 
Commonwealth agricultural products; 

(b)	 the implications for United Kingdom industry of abolishing over a period 
of time existing protective tariffs against Europe on manufactured 
goods; 

(c) the implications	 of the scheme for and the compatibility of it with the 
collective approach to convertibility and the G.A.T.T.; 

(d)	 the probable time-table of events in Europe if we decided to launch such 
a scheme: how quickly or slowly it would be implemented and how 
quickly it would make an impact." 

3. The full study called for will take further time to complete. This paper 
is an interim report on the Plan and its implications in broad outline, with 
particular reference to the points at (a) to (d) above. The paper is not submitted 
as a basis for decision at this stage. We aim to produce a final report in about a 
month which would provide a basis for such a decision, which of course would still 
have to be subject to the result of such consultation inside and outside the 
Commonwealth as Ministers might think necessary and appropriate. But if there 
are any points arising from this interim report to which Ministers would wish us 
to give further attention in completing our studies, it would be helpful for us to 
know this as soon as possible. 
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4. This interim report is divided into four parts: — 

I.—Description of a suitable " Plan G." (Paragraphs 9-45). 
II.—International implications—Commonwealth, Europe, United States. 

(Paragraphs 46-58.) 
III.—Implications for United Kingdom industry, agriculture, the balance of 

payments. (Paragraphs 59-66.) 

IV.—Points for further examination. (Paragraphs 67-69.) 

5. It is assumed throughout that the Messina " Six " (Germany, France, Italy, 
Holland, Belgium, Luxembourg) will form a Common Market or would be willing 
to do so if the United Kingdom adopted Plan G. Except in the case of France, 
which is moving towards a Customs Union with her overseas territories, it is not 
yet clear what other countries will propose for their dependent overseas territories. 
It is assumed that this Common Market would be on the general lines indicated in 
their studies so far, involving the creation of a Customs Union by stages in 
12-15 years, far-reaching provisions for " harmonising " economic conditions and 
economic policies, and a governing structure including a Council of Ministers, a 
controlling and supervisory European Commission, a Court of Justice, and a 
Parliamentary Assembly. They are now engaged in drafting a treaty. 

6. It is assumed that during the period of formulation and implementation of 
the Plan, sterling and the currencies of European countries will be moving towards 
convertibility, and some or all of these currencies will become fully convertible. 
The Plan must therefore be examined against a background not only of present 
monetary arrangements but also of free movement of currencies. 

7. We would aim at building up Plan G on as wide a European basis as 
possible; we have therefore assumed that the Scandinavian countries (although on 
economic grounds alone such a move would have little to commend it to Denmark), 
Switzerland and Austria would either join the Customs Union or enter into some 
free trade arrangement with it and with the United Kingdom—i.e., we assume the 
ultimate abolition of tariff barriers on all trade (except agriculture) between the 
United Kingdom and all these countries, which for the purpose of this paper we 
call " Europe." Of the present members of the O.E.E.C., we should not expect, 
for a variety of domestic reasons, the Irish Republic, Portugal, Greece, Turkey or 
Iceland to join. There are three possible European candidates from outside 
O.E.E.C.—Finland, Yugoslavia and Spain. Their inclusion would raise difficulties 
which would require further thought if the point seemed likely to arise. 

8. The main features of the Plan as it has so far emerged from our studies 
are summarised below for convenience. The reasoning which has determined these 
features, and the implications of the Plan at home and abroad, are elaborated in 
succeeding sections of the paper: — 

(a)	 The United Kingdom would enter a Free Trade Area with the Messina Six 
and the other main O.E.E.C. countries. 

(b)	 The operation of the Free Trade Area would extend to all goods except 
agricultural produce (defined widely to include all foodstuffs for man 
and beast), and would not prejudice our freedom in regard to revenue 
duties, but there could be no other exceptions for industries which 
might be sensitive. 

(c)	 Apart from the exceptions mentioned in (b), all tariffs would be 
progressively reduced by all members of the Free Trade Area, and 
would be eliminated within, say, ten years. 

(d)	 As quickly as possible within this period there would also be reduction and 
elimination of quotas and other restrictive or distorting devices over 
the same field of products, save for an escape clause permitting the 
imposition of quotas in balance of payments extreme emergencies. 

(e)	 If the Plan is to be generally acceptable in Europe, our present belief is 
that the United Kingdom would need to be ready to discuss with the 
other European countries the possibility of reducing barriers to trade 
in agricultural products. 

(/) The	 United Kingdom would retain freedom to continue free entry for 
Commonwealth goods, and preferences for Commonwealth agricultural 
products. 



(g)	 No special arrangements for Commonwealth agriculture have been worked 
out, since nothing really attractive to the Dominions could be offered 
without drastic reduction in home agricultural production. 

I.-DESCRIPTION OF PLAN G 
9. The United Kingdom would by stages reduce and ultimately eliminate 

its protective tariff (and protective quotas) on imports (other than agriculture) 
from Europe;, the Europeans would take similar action. We should be free to 
continue Commonwealth free entry (subject to certain considerations described 
in paragraphs 31 and 32 below). We should retain existing freedom of action 
in our tariff on imports from the rest of the world, subject to our commitments in 
G.A.T.T. and elsewhere. We should also retain our freedom of action in the field 
of revenue duties. 

10. Definition of "Agriculture."—We must first define the zone of 
" agriculture " to be excluded, and in which our tariff arrangements would not be 
affected by the Plan. The definition must satisfy four conditions: —

(i) It must be clear and technically workable; the commercial policy on either 
side of the dividing line will become so fundamentally different that 
the line must conform to a commonsense principle. 

(ii) The section of trade of most importance to the Commonwealth must be 
excluded from the Free Trade Area in order to avoid infringing the 
main Commonwealth preferences in the United Kingdom market (both 
on political grounds and to reduce the risk of loss of our preferences 
in the Commonwealth). 

(iii) If possible, the most sensitive areas of European competition with United 
Kingdom agriculture and horticulture should be excluded. 

(iv) The definition must be acceptable to European countries. 
11. It is inherently attractive to seek to define agriculture as "near to the 

ground " as possible. But some processing must be included to satisfy 10 (ii) and 
once a move, however small, from the raw product is permitted it is difficult in 
practice to draw a satisfactory line anywhere. This leads inevitably to the 
conclusion that it would be better to make the excluded area sufficiently wide to 
cover all foodstuffs. This would be a reasonably simple definition to implement; 
Appendix A* discusses the problem of definition in detail. Defining the excluded 
area as " foodstuffs (whether raw or processed) for man or beast " appears on 
a preliminary examination as likely to have the following effect: — 

(a)	 United Kingdom agriculture, horticulture and fisheries would be shielded 
from European competition in the home market to the same extent as 
now. The food processing industry would likewise be protected, but 
would not gain any new opportunities in the European market which 
a definition of agriculture excluding processed foodstuffs would have 
provided. 

(b)	 The Dominions (Australia, New Zealand, Canada and South Africa are 
those most affected) should find the wider definition, excluding both 
raw and processed foodstuffs from free trade, more acceptable than 
the narrower definition excluding raw agricultural products alone. The 
Colonies would'welcome the exclusion of foodstuffs from the operation 
of the Free Trade Area, but the inclusion of certain important 
agricultural products which are not edible might have some effect on 
their interests. Such products could not, however, be covered without 
a major extension of the excluded categories, which could scarcely 
stop short of all raw materials, agricultural or otherwise. 

(c)	 The main industrial countries of Europe would probably find the definition 
generally acceptable. Those countries with more important exports of 
agricultural and horticultural products or of fish (Denmark, Holland. 
Italy, Norway) would be disappointed in any case by the exclusion of 
an agricultural category, the more so by the extension of such a category 
to cover processed foodstuffs. However, the difficulty of full freeing 
of trade in agricultural products is so widespread that they cannot be 
very hopeful. 

(d)	 The definition includes those products on which we have revenue duties 
with a preference element of value to the Commonwealth, and we 
should therefore be able to keep this preference. 

* The Appendices are not reproduced here. 
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12. It is fundamental to the Plan that the area of exclusion, once demarcated, 
would not be capable of extension. The Plan would be unworkable if further 
general or special exceptions were periodically admitted. 

13. Removal of Tariffs.—The Messina Six are working out a procedure for 
the removal by stages of tariffs between themselves and, at the same time, moving 
towards a common tariff vis-a-vis the outside world. If we entered a Free Trade 
Area with them, they would lower and remove their tariffs on imports from the 
United Kingdom in the same stages as between themselves, so that no discrimination 
against us would arise. Concurrently we should be lowering and removing our 
tariff on imports from Europe. Our existing freedom of action to determine tariffs 
for imports from elsewhere would not be fettered by our terms of entry into the 
Free Trade Area, but our policy would in practice be influenced thereby (see 
paragraph 15). 

14. For complete removal the Messina Six visualise a process of 12-15 years. 
From our point of view, a balance must be struck between the advantage of making 
quick progress in securing the gains of the large market and the need for time to 
carry out industrial adjustments. We think a rather shorter period, say ten years 
(the original Messina conception), would be better, but nothing much less than 
this would be practicable. Within this total period it would be vitally important 
to define clearly the successive stages. From the outset it would be imperative 
for each section of United Kingdom industry to know how it is to be affected 
and at what rate. We should therefore favour a regular and settled programme 
of " across the board " tariff reductions (though not necessarily by equal annual 
instalments) with the minimum of exceptions. The Messina countries seem at 
present to contemplate a more flexible system allowing deferment of difficult cases 
and highly selective reductions. This would prevent United Kingdom industry 
from making a reasonable assessment of the new opportunities in Europe, and 
could cause it to lose protection in the home market before the new opportunities 
appeared. We should therefore press for firm and largely automatic arrangements 
throughout the Free Trade Area. This has a bearing on the timing of a decision. 
As the work in Brussels advances it will become more and more difficult to vary 
the procedures which are being worked out there. If Plan G appears on fuller 
examination to be feasible, and if Ministers decide to go forward with the Plan, 
it would therefore be greatly to the United Kingdom advantage in this respect 
to act as quickly as possible so that we can influence the development of the 
Common Market procedures. 

15. Commonwealth Duty-Free Entry for Manufactured Goods and Raw 
Materials.—Manufactured goods and raw materials from the Commonwealth at 
present enter the United Kingdom duty free or, in a very few cases, at preferential 
rates. In entering a Free Trade Area with Europe we should, of course, insist 
that the United Kingdom freedom of action in our tariff policy vis-a-vis the 
Commonwealth (and other parts of the world) was in no way affected. However, 
our policy towards the Commonwealth would be influenced in practice, for a 
scheme would hardly be acceptable to Commonwealth countries if it involved 
the United Kingdom discriminating against them in favour of European countries. 
We therefore envisage the need to continue the existing policy of free entry for 
Commonwealth goods. This, though not an integral part of Plan G, is an 
inescapable consequence of it. The Plan would thus put one more obstacle—in 
addition to those already existing—in the path of any protection which we might 
in the future wish to give United Kingdom industry against competition from 
the Commonwealth, including textiles from the Asian Dominions and Colonies, 
and petrochemicals from Canada. 

16. The desirability of treating the Commonwealth not less favourably than 
Europe would lead also to a progressive abolition of tariffs on those few imports 
from the Commonwealth which are at present subject to protective duty, of which 
the most significant are cars and rayon. This would form a separate subject for 
negotiation with Commonwealth countries (primarily with Canada) in the course 
of which the United Kingdom might obtain counterbalancing assurances and 
concessions. Removal of the present duties on imports from the Commonwealth 
would, of course, strengthen external competition with United Kingdom industry. 
Moreover, unless there was some modification of the application of the " no new 
preference" rule (which does not appear probable), there would have to be 
consequential reduction in our tariffs on similar products from the United States 



and other countries. If United Kingdom industry can successfully face competition 
with free imports from Europe and the Commonwealth, the addition of the United 
States to the field of competition in the few products affected is unlikely to introduce 
a serious new threat in normal conditions. There might be special circumstances, 
however, such as a United States recession leading to a concentration of American 
car manufacturers on the European market, where such competition could be very 
serious. Reductions in our most-favoured-nation tariffs on rayon would present 
greater difficulties in the event of unrestricted imports of these products from 
Japan. 

17. Administrative Problems.—The working of a Free Trade Area would 
impose additional tasks on Her Majesty's Customs and Excise and on United 
Kingdom importers and exporters, such duty-free admission of any consignment 
of goods sent from one part of the Free Trade Area to another would necessitate 
the production of documentary evidence of origin within the Area. The work 
would be heavy and continuing, but the problems involved, though difficult, would 
not be insoluble. Importers and exporters would be faced with the work of 
obtaining documentary evidence in the due form for presentation to the Customs 
authorities. Customs and Excise staff would have the work of scrutinising and 
verifying this evidence; the extra work would be similar in nature to that arising 
from the Commonwealth preferences, but would be greater in volume and more 
complex. European countries without experience of similar work would probably 
find the new tasks of greater difficulty than the United Kingdom. 

18. Before the Plan could come into operation, many problems of definition 
would need to be resolved. The most thorny would be that of origin in the Free 
Trade Area, especially for products which result from manufacturing operations 
partly within and partly outside the Free Trade Area. A qualifying criterion of 
origin must be established, and it will undoubtedly be difficult both to draw up a 
criterion which is generally acceptable in Europe and to apply it in practice. A 
fuller account of these problems is given in Appendix B.* 

19. Revenue Duties.—We and everyone else will want to maintain revenue 
duties. In order that protective tariffs may not be introduced under the label of 
revenue duties, the nature of such duties will have to be defined beforehand; it 
should be practicable to negotiate an acceptable agreement. Many of our 
important revenue duties (including the tobacco and liquor duties—see Appendix A*) 
would in any case be excluded by the definition of " agriculture." The duties left 
outside this definition would be those on hydrocarbon oils, matches, mechanical 
lighters and playing cards; we should have to be ready to give up any element 
of protection within these duties. The only significant difficulty here would be 
hydrocarbon oils. 

20. Other Protective Devices.—It would be necessary to provide for the 
removal of other protective devices within the Free Trade Area, such as quotas 
(see paragraphs 21-24), export taxes and controls, and export subsidies. These 
would have to be removed at an early stage in the process (as already envisaged 
by the Six). We are examining this further. 

21. Balance of Payments Import Controls.—It would be necessary for us 
to retain the right to impose import controls to deal with balance of payments 
difficulties. There should be no problem in securing agreement to this in the early 
stages, since initially the Messina Powers themselves are intending to work on the 
existing O.E.E.C. and G.A.T.T. rules. At a later stage they might wish to make 
the rules stricter in order to prevent ostensible balance of payments difficulties 
from being used as a cloak for protective devices to frustrate the operation of the 
Customs Union. We ourselves might well feel the same way, perhaps even earlier. 
It would indeed be intolerable if, during or after the process of dismantling the 
British tariffs, we found ourselves faced with quotas restricting access of our 
exports to the European market. For this reason we might well require stricter 
rules than those now prevailing in O.E.E.C. and G.A.T.T. in order to prevent the 
evasion of the objectives of the Free Trade Area. It would in any case be most 
important for us to be able to ensure that the members of the Customs Union 
should not in any circumstances apply quantitative restrictions against us if they 
were not applying them against the other members of the Customs Union, or in 
any sense discriminate against us. Agreement on this point would be a 
major objective of our agreement with them. 



22. So long as the rules governing import controls were as they are at 
present—i.e., O.E.E.C. and G.A.T.T. rules—no change in our present practice 
would be implied. If, in order to prevent the use of quotas for veiled protection, 
we and the other members of the Customs Union/Free Trade Area wished to 
make the internal rules of the Area more strict, we should not be able to 
discriminate against other members of the G.A.T.T. and I.M.F. when sterling was 
convertible; and to add to existing discrimination even to-day would raise major 
difficulties with the United States and Canada and might frustrate the negotiation 
of the Plan. Discrimination contrary to our international obligations might lead 
to our being cut off from the resources of the I.M.F. But non-members of the 
Area would themselves be able to apply non-discriminatory Q.R.S under the 
looser G.A.T.T. rules. We should thus be giving an advantage to non-members 
of the Customs Union/Free Trade Area, by virtue of strengthening the rules of 
that Area, without any reciprocal advantages. Even if we could find ways round 
the problem of discrimination, the removal of Europe as well as the Sterling Area 
from the realm where import restrictions can be applied (except under very 
stringent rules) would severely limit the extent by which we could restrict imports 
by quota. 

23. So far as our analysis has gone, it does not therefore appear to us that 
membership of a Customs Union/Free Trade Area would put on us any formal 
obligation restricting our present freedom to deal with balance of payments 
difficulties by quota restrictions. Our interest in the effective operation of the 
Free Trade Area, however, might make it essential for us to impose on others, and 
to accept ourselves, further limitations on the power to apply such restrictions. 
In view of the complexity of this problem we are giving further examination to it, 
and this must be counted no more than a provisional conclusion. 

24. Protective Quotas.—The Messina Powers are agreed that protective as 
distinct from " balance of payments " quotas must be eliminated as quickly as 
possible. This is clearly right and within a Free Trade Area the same rule must 
apply. British industry would not tolerate elimination of the British tariff if the 
reciprocal elimination of other tariffs were frustrated by the maintenance or 
introduction of protective quotas. The corollary is that we ourselves would have 
to eliminate our own protective quotas, at least vis-a-vis our partners within the 
Customs Union/Free Trade Area. By reason of the non-discrimination provisions 
of the " hard-core " waiver under the G.A.T.T., our inability to impose protective 
quotas against Europe might have some implications for our ability to invoke the 
hard-core waiver to meet possible United States or Canadian competition when 
balance of payments restrictions on imports from these sources have to be removed. 
This is a matter to which we are giving more detailed study. The problems which 
will be created for us in this field are not dissimilar from the problems arising from 
the elimination of tariffs—which are dealt with in Section III of this paper. 

25. Organisation.—We should wish the international management of the 
Free Trade Area to be conducted in O.E.E.C.: we should not favour the creation 
of a special Council of Association, as in our relationship with the Coal and Steel 
Community. For these purposes, we should envisage a "Managing Board" (at 
Ministerial as well as official level) within the O.E.E.C., consisting only of the 
members of the Free Trade Area, operating under Article 14 of the O.E.E.C. 
Constitution (which contemplates that the work of a group within the Organisation 
can proceed without the positive assent and participation of non-members of the 
group, provided, of course, they agree to abstain). 

26. We are examining how this would actually work; prima facie, we do 
not see any insuperable difficulty. We attach importance to developing this in 
O.E.E.C.; first, because O.E.E.C. is the best instrument of European economic 
co-operation (if a move of this importance was not entrusted to O.E.E.C., then 
the Organisation could scarcely survive as a major instrument of economic policy), 
and, secondly, because it includes United States and Canada, and it would he 
necessary to keep them closely in touch (we should, of course, keep the Common
wealth closely informed). 

27. Harmonisation and Integration.—Some arrangements, both within the 
Customs Union and within the Free Trade Area, will be necessary to assist the 
participating countries in keeping their general economic policies broadly in step, 
in so far as these policies have external implications. For example, manipulation j 
of exchange rates could frustrate the operation of a Free Trade Area. "Indeed, 



procedures for such consultation already exist, for example, internationally in 
the I.M.F. and in O.E.E.C. and also in the informal arrangements in the Sterling 
Area. There is a difficult balance to be struck between the evident need for flexible 
arrangements of this kind and the views of the supporters of the Messina proposals 
that elaborate machinery and institutions are required. Our present view is that 
we should probably not wish to take part in such formal institutional arrangements, 
but much more detailed examination must be given to this question before we can 
firmly advise Ministers. 

28. In addition to such general consultation or machinery to ensure that 
participants keep generally in step with each other, it is maintained by the 
supporters of Messina that some harmonisation of economic and indeed social 
policy is necessary in order to promote free and fair competition. This raises a 
wide range of problems to which we are giving further consideration. 

29. Entry into a Free Trade Area with Western Europe would directly affect 
the United Kingdom economy through the intensification of industrial competition; 
but there would be opportunities for advantage to be exploited too. This is 
discussed in Part III. In addition to the influences which would thus be at work 
on our industrial costs, including labour costs, there would be many other economic 
and social effects, particularly in the long term. For example, there might 
ultimately be a freer movement of capital and labour than now prevails. Giving 
Europe access to the London Capital Market could adversely affect the Sterling 
Area, unless in the event the resources of that market were increased by a flow of 
European investment funds through it. In many other fields we should be exposed 
to pressures to bring our economic, financial and social arrangements more closely 
into line with those of other participating countries; and to increasing pressure 
for closer political association with Western Europe. It is impossible to predict 
now the force which these pressures will accumulate over a period to be counted 
in decades rather than years, or to assess how far we should wish to accede to them, 
or should be able to withstand them; but the political pressures at least, in view 
of the political origins of the Common Market initiative itself, are bound to be 
strong. 

THE ROLE OF AGRICULTURE IN THE PLAN 

30. An important feature of the Plan is that agriculture (as defined in 
paragraph 11 above) would be excluded from the Free Trade Area because 
otherwise the Commonwealth preferences on food and agricultural products and 
also the protection of certain parts of home agriculture would disappear. We were 
also asked to consider the possibility of developing the United Kingdom market 
for Commonwealth agricultural products in order to make the scheme as attractive 
as possible to the Commonwealth. 

31. The preferences enjoyed by the Commonwealth countries in the United 
Kingdom market are not confined to agricultural products and their interests in 
these items vary from country to country. The agricultural preferences are of 
keen interest to the Southern Dominions. Canada, in particular, while also 
interested in agriculture, would be more concerned about the loss of industrial 
preferences vis-a-vis Europe. The South African interest is limited in the main 
to the preferences on fruit and fruit products, including wines. The other 
Commonwealth countries have a smaller interest. 

32. The preferences at present given by this country to the Commonwealth 
vary considerably as between products. Of the products of most vital interest to 
the Commonwealth, wheat and maize, mutton and lamb are duty free from all 
sources, and beef and veal are subject only to very small duties. Barley flour and 
most animal feedingstuffs have a 10 per cent, tariff; cheese has a 10 per cent, or 
15 per cent, tariff according to type. Manufactured foodstuffs carry a 10 per cent, 
to 15 per cent, tariff. A number of other products are subject to specific duties 
of which the present ad valorem incidence is: butter and milk products (4-6 per 
cent.), oats (11 per cent.), shell eggs (5 per cent.). The duties on fresh fruit vary 
widely, the average being about 15 per cent. In general, these duties are more 
relevant to competition of European producers with the United Kingdom producers 
than with the Commonwealth countries owing to the difference of seasons. Some 
duties, however, do protect the Commonwealth from competition from " third 



countries," e.g., United States and Argentina. In addition to the sugar preferences, 
the Commonwealth obtains considerable further benefit from the Commonwealth 
Sugar Agreement; Australia also, benefits from the Meat Agreement. Under 
Plan G the Commonwealth could retain the advantages mentioned in this 
paragraph. 

33. Possibility of Increasing the Commonwealth Countries' Share of the 
United Kingdom Market.—The Commonwealth countries' share in this market 
could only be increased—save to the extent that United Kingdom consumption 
might rise—at the expense of (a) Europe, (b) third countries, or (c) home production. 
The potential increase in food consumption due to population growth (about 
half per cent, per annum) is negligible. Given the present high level of nutrition 
in the United Kingdom, a rising standard of living leads generally to improvements 
in the composition of the diet and in marketing services, and not to greater total 
consumption. The question therefore is one of changes in the source of imports 
or in the home output. Appendix C* examines the existing pattern of trade in the 
more important agricultural commodities. 

34. A reduction of imports from Europe would be inconsistent with the 
object of the Plan. Indeed, we may have to move the other way (see para
graphs 38-41), and to the extent we do this the Plan would tend to be less attractive 
to the Commonwealth. In any case, because the products either differ or arrive 
in different seasons, the Commonwealth agricultural preferences have less general 
effect on European trade than might be supposed, although on certain products 
the preference is important either in its practical or psychological impact. 

35. There would be considerable difficulty in practice in reducing imports 
from third countries in order to give advantage to the Commonwealth. Such 
reductions could be material only from United States and Argentina as other 
countries export so little of importance to us. Acceptability to the United States 
is a prerequisite of the Plan (paragraphs 54-56), and given the political problem 
of American agricultural surpluses and the strength of the farm lobby, it is clear 
that any discrimination against the United States would create serious difficulties 
in negotiating the Plan. Moreover, many of the tariffs on agricultural products 
in which the United States is interested are bound, in return for bindings on United 
States tariffs in which we have an interest. Discrimination against the Argentine 
would have an unfortunate effect on trade relations which we are now hoping to 
improve, and would possibly have damaging repercussions on our export prospects 
in the South American market. In the case of meat we could only increase 
Commonwealth exports at the expense of the Argentine by forcing the United 
Kingdom consumer to eat expensive frozen meat instead of the chilled meat for 
which he has always shown a marked preference. 

36. It follows from the preceding paragraphs that any increase in our imports 
of Commonwealth agricultural products would be almost entirely at the expense 
of our domestic agriculture. There is no way in which our home agricultural 
output could be sufficiently reduced to meet the problem without such a drastic 
alteration in our agricultural policy as appears to be politically impossible. Indeed, 
the Government is at present negotiating with the farmers a system of long-term 
assurances. 

37. Even if these difficulties were less formidable it would be impossible to 
guarantee the result of any reduction of domestic price support. A decrease in 
home production would not necessarily take place at once, and when it did the 
increased imports which would follow might not come from the Commonwealth. 
A reduction of home wheat production, for example, might not only result in 
increased imports from France, Argentina and the United States rather than from 
the Commonwealth, but it might also lead to the production of more home barley 
thus displacing imports which come almost entirely from the Commonwealth, 
mainly from Canada. 

38. European Agricultural Aspects of Plan G.—The exclusion of agriculture 
must create great difficulty for Holland and Italy, and even more for Denmark, 
who would have little inducement to join the free trade area. The Messina Six are 
likely to ask us to agree that agriculture should be treated in principle in the same 
way as industry, even if because of special circumstances the transitional period 
would have to be very much longer, and different arrangements would have to be 
made in the meantime. We could not agree to this because, in order to provide 



for long-term safeguards for the Commonwealth, we must propose the exclusion in 
principle of agriculture from the free trade zone. We have therefore thought it 
right, though it is not a part of the Plan we have been asked to study, to consider 
whether some compensating proposals could be put forward which would in effect 
offer greater opportunities for agricultural exports from Europe. 

39. Paragraphs 33 to 37 have described the difficulties in the way of 
developing the United Kingdom market for the basic agricultural commodities 
from Commonwealth countries. Similar problems would be faced in any attempt 

I	 to expand imports of the same commodities from Europe, in addition to the 
difficulty that we could not do so without upsetting the Commonwealth. From the 
European point of view this would rule out dairy products, in which Denmark and 
Holland will be particularly interested, and wheat which is a French interest. In 
the case of eggs, a reduction in home support would benefit both Europe, and, to a 
lesser extent, the Commonwealth. For some of these products, e.g., eggs, the 
German market may be even more important to the European exporters than the 
United Kingdom market; there would therefore be pressure to include these items 
in any arrangements and if the Germans were willing to make concessions we 
should be greatly embarrassed in resisting the European pressures. 

40. Assuming, however, we could hold this line, there might still be a few 
products left, notably pigs and some horticultural items, of particular interest to 
Europe. Even on these, accommodation with our home output would be difficult, 
but if any arrangement were on a modest scale and gradual in its operation, it 
might be possible to do something by way of modification rather than by 
reversal of our agricultural policy. Quite apart from Plan G there will be pressure 
on us to do this, but the introduction of the Plan would intensify the pressure. 
Apples would present a problem of special difficulty because of the strong interest 
of United States, Canadian and European producers as well as of domestic growers. 
On the other products, we have no specific proposals to submit now, nor are we 
likely to be able to formulate anything precise in the time available to complete our 
studies. The scope, however, is likely to be limited. 

41. Trade with Europe in agricultural products is already liberalised with 
the exception of apples and pears, processed milk, pigmeat and some sugar
containing goods. Pigmeat will be liberalised from 1st October. Any arrangements, 
therefore, to make the scheme more attractive to European countries would have 
to take the form of either reducing tariffs or domestic supports. To give a public 
undertaking to reduce supports over a period would be inconsistent with the 
Agricultural Acts. Tariffs afford protection to the horticultural sector which is 
not otherwise supported. To attack the horticultural tariffs so long as the policy 
of supporting the other sectors of agriculture at anything like current levels 
continued in force would present formidable political difficulty. Although, 
therefore, some European countries might regard a new proposal for developing 
trade in agricultural products within Europe (including the United Kingdom) as an 
essential adjunct of Plan G, it is very doubtful whether any sufficiently attractive 
proposal could be put forward without seriously upsetting our home or 
Commonwealth policy. 

42. Improvement of Consultative Machinery.—We have also considered 
whether any of these agricultural difficulties could be alleviated by improving our 
machinery of consultation on food questions between the United Kingdom and the 
Commonwealth. The close daily contact maintained by our High Commissioners is 
supplemented by the United Kingdom-Canada Continuing Committee, the Anglo-
Australian Food Committee, the Commonwealth Liaison Committee on more 
general issues, and by frequent ad hoc contacts between the Ministers and senior 
officials of the several Governments. If full use is made of these means of 
consultation, it may be that little advantage would be gained by creating new formal 
machinery. On the other hand a joint Commonwealth-O.E.E.C. body bringing 
together producing and consuming countries on equal terms might be useful 
though it would have certain disadvantages. We are examining this question 
further. 

COLONIES 

43. The nature of the Plan does not preclude the inclusion of the Colonies in 
I the free trade area. The intentions of the Six in respect of their overseas territories 

are somewhat obscure.	 It is understood that the French have expressed the desire 
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to bring their Colonies into the Customs Union; if they did so, the Belgians would 
presumably wish to include the Congo. However, the proposal has not been 
thoroughly considered by the Six and may well be modified. 

44. It appears from a preliminary examination that if the United Kingdom 
joined a Free Trade Area with Europe and if our Colonies were excluded, no 
significant damage to Colonial interests would result. However, this is only a 
provisional judgment on one of many possible hypotheses. We cannot push this 
examination much further without consulting Colonial Governments. If we go on 
with the Plan, the timing and procedure for consulting the Colonies will have to 
be carefully worked out. 

45. Channel Islands and Isle of Man.—It would be necessary to decide on the 
relationship between the Free Trade Area and the Channel Islands and Isle of 
Man which at present enjoy free entry for their products into the United Kingdom. 

I I . - INTERNATIONAL IMPLICATIONS 

46. Independent Commonwealth.—The Dominions would lose their 
preferential advantage for manufactured goods and raw materials in the United 
Kingdom market vis-a-vis European producers. This would hit Canada (though 
her important preference vis-a-vis the United States would be retained) and other 
Dominions which have, or are aiming to develop, exporting industries. With all 
Commonwealth countries except Canada we have contractual obligations to 
maintain margins of preference on a few manufactured goods and industrial raw 
materials. We shall have to secure their agreement for foregoing these preferences 
vis-a-vis Europe, and we might in return have to forego some preferences we enjoy. 
The Plan would nevertheless leave the United Kingdom free to preserve for the 
Dominions the following advantages which they now enjoy: — 

(a) Free or preferential entry into the United Kingdom for foodstuffs. 
(b)	 Free entry into the United Kingdom for all other products which are at 

present duty-free. 

Finally, the Dominions would gain by the abolition of the few existing tariffs (the 
only important products affected being Canadian motor cars and rayon). 

47. If the United Kingdom were to put forward such a plan, would it satisfy 
the Commonwealth that the United Kingdom was not in economic terms tilting its 
interest away from the Commonwealth? Would the Commonwealth be reconciled 
to the loss of their preferences on manufactured goods and raw materials in the 
United Kingdom? Would the United Kingdom be able to retain (to the extent 
we can anyway expect to do so) some or ail of the important preferences which 
United Kingdom exports enjoy in Commonwealth countries, particularly in 
Australia, New Zealand and Canada? In view of our examination in para
graphs 33-37 of the scope for doing something to help Commonwealth exports of 
foodstuffs to the United Kingdom, we must discount the likelihood of our being 
able to make any play with this possibility. 

48. It will be necessary to consult our High Commissioners in Commonwealth 
countries on the likely reactions in the Commonwealth. The best tentative 
assessment which could be made at present is that Commonwealth? countries, in 
taking a view of any proposals we might make, are likely to have regard more to 
political and long-term considerations than to a nice calculation of the possible 
effects on their economic interests in the short term. Some might be glad to see 
closer integration between the United Kingdom and Europe. Others, in Australia 
and New Zealand in particular, are likely to fear that the United Kingdom would 
be planning to look in future more to Europe than to the Commonwealth and that 
we would allow ourselves gradually to be drawn further and further into tighter 
bonds with Europe, first economically and then politically. They would be 
concerned as to the long-term effects of this on the readiness and the ability of the 
United Kingdom to co-operate with the Commonwealth in the fields of defence 
and foreign policy, to invest in the Commonwealth, and to develop our Common
wealth trade. The Canadian Government is likely to look coldly on proposals 
which are not in full and precise accordance with the G.A.T.T.—which Plan G is 
not—and would wish to feel satisfied that the United Kingdom had not abandoned 



its existing policy, agreed with the Commonwealth, of freeing trade and payments 
on a world-wide basis. The reaction of the United States Government would 
certainly influence opinion within the Commonwealth. American hostility to the 
Plan (which would in any case block it) would provoke Commonwealth opposition; 
an enthusiastic reception by the United States would engender some Commonwealth 
support. 

49. As regards the direct economic effects on the Commonwealth, the 
interests of Commonwealth countries as exporters of foodstuffs would be 
safeguarded for the present by Plan G. Their interests, actual or potential, in the 
export of other products to the United Kingdom would be safeguarded by the 
continuation, under existing commitments and policy, of duty-free entry for 
Commonwealth goods. The continuation, as a general policy, of duty-free entry 
for Commonwealth goods, including for example, textiles from the Asian 
Commonwealth, would appear to be an inevitable consequence of the Plan, though 
the extent to which we continued to be committed to this, if at any time other 
Commonwealth countries sought to revise their Ottawa Agreements with us, would 
be a matter for negotiation in the light of the benefits we in return could continue 
to secure for our trade with them. At the same time, even with the continuation 
of duty-free entry, the Canadians, and to a lesser extent the Indians, would be 
worried about the loss of their preferences here vis-a-vis Europe on manufactured 
goods. Other Commonwealth countries which are developing their own industries 
would be reluctant to abandon the hope of establishing eventually markets for 
these industries in the United Kingdom under the cover of existing preferences. 
The extent of these anxieties could be assessed only after consultation with the 
Governments concerned. 

50. Europe.—We should expect the Plan to be enthusiastically received by 
some European countries, particularly the more highly industrialised. The Plan 
would be a major encouragement to the " European movement " and to the 
supporters of the Messina initiative, who would see their hopes of tying Germany 
into Western Europe and creating a greater coherence in Western European 
economy enormously strengthened. But in certain areas its effect is more difficult 
to predict at this stage. Some countries, in particular Denmark, Holland and Italy, 
would resent the exclusion of foodstuffs from the Free Trade Area proposed by 
us. Moreover, the United Kingdom suggestion to exclude foodstuffs might well 
lead to developments within the Customs Union. The Messina Six, though they 
have accepted in principle the inclusion of agriculture, are far from having worked 
out its implementation. Our proposal might lead to the lengthening of the 
transitional period, with a resulting economic loss to Italy and Holland that might 
be quite considerable; their political interest in the Customs Union, however, is so 
great that they would be unlikely to turn against it. The special problem of France 
is dealt with in paragraph 52. A number of European countries (notably the Irish 
Republic, Greece and Turkey—see paragraph 7) would have little interest either 
in the Messina proposals or in Plan G. Provided that it can be arranged that 
Plan G operates within O.E.E.C., they should be content. 

51. The Plan would, of course, be valueless if the diversity of reaction in 
Europe was such as to cause a serious split into supporters and opponents. The 
risk of this happening would be minimised by anything that can be done to make 
the Plan more attractive to the agricultural exporting countries (see paragraphs 
38 to 41). 

52, The probable reaction of France is particularly difficult to assess. The 
problems which France would face in joining the European Customs Union are 
very great because of the profound effect on her economic structure of dismantling 
protection. The introduction of Plan G, with its exclusion of agriculture, should 
not increase the French difficulty, of which a great part arises on the agricultural 
side. The offer of the United Kingdom to participate in a Free Trade Area with 
Europe would inevitably make the European Customs Union itself more probable, 
and would have on France a psychological effect of great importance. Such an 
offer would considerably strengthen the French supporters of a Common Market, 
and in particular would fortify those who desire a Common Market but are fearful 
lest it would lead in the absence of the United Kingdom to the preponderance of 
Germany. The peculiar difficulties of France would lead also to problems in the 
working of a Free Trade Area no less than of a Customs Union, since the French 
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would inevitably lag in their performance behind the general progress (as they 
have done in O.E.E.C.) and would insist on escape clauses to enable them to do so. 

53. These conclusions are only tentative. Before a final judgment of the Plan 
is taken by Ministers, it will be desirable to call for an appreciation of its probable 
effect from Her Majesty's representatives in some of the capitals concerned. 

54.' United States.—It appears likely that a proposal by the United Kingdom 
of this kind would be welcomed by many sections of United States opinion, among 
whom it is almost an article of faith that economic and political strength would 
flow from anything that appears to advance " European integration." While these 
views would probably be shared by the State Department and by those responsible 
for planning United States defence policy, we should assume that, in the course of 
negotiations about the Plan, the Americans would try to gain the maximum 
safeguard for their legitimate trade interests. Moreover, however attractive the 
proposals might be generally to American opinion, the implementation of them 
is bound to offend certain United States commercial interests, and these in certain 
circumstances, e.g., declining trade, would become vocal. It cannot be excluded 
that, during the long transition period towards the Customs Union-Free Trade 
Area, a minimum of ten years, or after the transition was completed, these interests 
might become sufficiently powerful to influence political opinions and to engender 
friction in United States-European relationships. Friction of this sort would be 
particularly embarrassing to the United Kingdom because of our special position 
vis-a-vis the United States. 

55. The positive support of the United States for the proposal is extremely 
important for its success. Without such support, not only would other Govern
ments both in the Commonwealth and in Europe tend to look askance upon it, 
but agreement of the G.A.T.T. to countenance the arrangements would hardly be 
obtainable. If the proposal were for a complete Free Trade Area with no 
exclusions, it should be possible to count on the certain support of the United 
States, which is too far committeed by its past utterances to go back. However, the 
exclusion of agriculture should not lead us into serious difficulty with the United 
States, since they are not by virtue of their domestic arrangements in a strong 
position to criticise the special treatment of agriculture. Any expansion of the 
Plan by offering special concessions in the United Kingdom market for Common
wealth producers would make American acceptance of the Plan more difficult, 
since United States producers (notably of wheat) would almost certainly be among 
the losers. 

56. Our present judgment is that the United States would welcome our 
proposals. But this is only a provisional view. At a later stage it will be necessary 
to obtain the opinion of Her Majesty's Ambassador in Washington. 

57. International Organisations— 
(a) G.A.T.T. 

We and other countries in the Free Trade Area will wish to 
continue to enjoy the tariff and other benefits which membership of 
the G.A.T.T. confers on us in all our trade outside the area. We 
shall all require a waiver from the G.A.T.T. to cover the operations 
of the Free Trade Area because the exclusion of agriculture would 
cover such a substantial proportion of the total trade. Provided that 
the Commonwealth and the United States are favourably disposed 
towards the Plan, the waiver should be obtainable without difficulty. 
It does not appear that any change in the articles of G.A.T.T. would 
be necessary. The functioning of the G.A.T.T. as an institution would 
not be damaged so long as the United Kingdom and other countries 
continued to follow its objectives and principles. We are giving further 
examination to this question. 

(b) I.M.F. 
Provided that we abide by the articles of the I.M.F., our right of 

access to the resources of the Fund should not be endangered. It does 
not appear that the Plan would require any changes in the articles of 
I.M.F.; in any case, it would be impracticable to amend them. We (j 
are giving further examination to this question. 



(c) O.E.E.C. 
Provided that— 

(i) our	 initial assumptions prove correct and Scandinavia 
and Switzerland are associated with us in a Free Trade 
Area or Areas with the Messina Customs Union; 

(ii) satisfactory	 machinery can be worked out so that those 
members of O.E.E.C. not within the Customs Union/ 
Free Trade Area, while not able to block discussions or 
decisions affecting that area, do not appear to be excluded 
from effective membership of O.E.E.C.; 

the proposals should have a wholly valuable and invigorating effect 
upon O.E.E.C. and the policies for which it stands. 

58. External Economic Policies and the Status of Sterling.—While a great 
part of our external economic policy is built around the three institutions mentioned 
above, they do not by any means cover the whole of it. We have not yet been 
able to examine how far this Plan would be compatible with those policies and 
with the international status of sterling, and we propose to look into this question 
further; in particular, we need to examine how far the Plan would be likely to 
affect the Sterling Area itself. 

I I I . - IMPLICATIONS FOR UNITED KINGDOM ECONOMY 

59. Industry.—It is impossible to make a firm prediction of the effect of 
Plan G on United Kingdom industry in general, or even on particular industries. 
We have made a preliminary assessment for some of the major industries, and this 
can be developed and expanded later on when Production Departments can be 
consulted. Even then there will be many unknowns, such as the response of 
European and United Kingdom industry to freer competition. It should be 
possible, however, to list those industries which would stand to gain most, those 
which would be most vulnerable and those (not necessarily the same) which would 
be most vocal in their objections. We would not be able to avoid difficulties by 
excluding " sensitive " industries from the Plan (paragraph 12). 

60. The preliminary assessment is at Appendix D.* Briefly, the " gainer " 
industries would include most branches of engineering and capital goods, high
quality woollen goods, man-made fibres (except rayon), and probably iron and 
steel. The losers would include clocks and watches, silk, cheap rayons, certain 
electrical equipment, dyestuffs, optical and scientific instruments, certain fine 
chemicals, pharmaceuticals, cheap woollens and paper and board; some of these 
have enjoyed special protection on " strategic " grounds. The effect on the cotton 
and motor-car industries is very difficult to predict, but they would probably be 
among the most vocal objectors. Two general comments can be added. First, 
among the industries most likely to gain additional opportunities would be those 
in the capital goods sector. Most industries in this sector are already operating 
at full capacity and are likely to remain so for some years to meet the continuing 
demands for economic development in the Commonwealth and elsewhere. These 
industries might therefore find difficulty in taking full advantage of the additional 
opportunities, at least until there had been increased investment in them and some 
movement of labour from those consumer goods industries which would tend to 
contract. Second, many of the light industries which have settled in the 
Development Areas would appear on the vulnerable list. 

61. In general, the effects both on the export and import side will almost 
certainly prove to be widely spread throughout industry, since in almost every 
sector of industry there may be lines in which we have some advantage and could 
increase exports, and other lines where we may be at some disadvantage and 
may find imports increasing at the expense of home production. But the variety 
of our production and export trade is too immense to make any precise assessment 
possible. The effects will almost certainly be wide in terms of the number of 
individual adjustments, but many of these would be individually small; on the 
other hand, some small industries may suffer severely. There might be a great 
deal of political protest but the total result (leaving aside such big individual 
problems as motor-cars) would not be large in relation to our total industrial 
turnover. 



62. From the preliminary assessment we can form the negative conclusion 
that the Plan would not be disastrous for any principal sectors of the United 
Kingdom economy. Whether the gains would exceed the losses is a hazardous 
prediction. Much would depend on the resourcefulness and adaptability of United 
Kingdom management and labour. The process of adjustment would, of course, 
be easier if the United Kingdom economy as a whole was expanding rather than 
contracting or static. The preferential advantage that our exports would receive 
under the Plan vis-a-vis the United States might well lead to some replacement of 
United States products by United Kingdom products in markets such as Belgium, 
where dollar liberalisation is nearly complete. We cannot expect, however, that 
there will be equivalent switching in our imports from the dollar area because for 
many of these United States supplies (e.g., of raw materials) could not be replaced 
from within the Free Trade Area. The introduction of a Free Trade Area should 
itself create a total gain in prosperity within the Area; and, given that we can 
secure our share of this, the benefits we should thus ultimately reap may provide 
the major advantage of the Plan to the United Kingdom. 

63. We must, however, be clear about one thing in the risks which we must 
run if Plan G is to be implemented. Even our big industries with substantial 
exports have developed in recent years on the basis of a protected home 
market plus preferential export markets in the Commonwealth. Under Plan G 
they will have a much larger " domestic " market but within this they will have to 
compete with European industry; but the preferences we should hope to retain 
for United Kingdom exports to Commonwealth markets should provide them 
with some cushion of advantage over their European competitors. These big 
industries are obviously not going to go under, but their profits may be squeezed 
and this may have repercussions on what they can set aside for re-equipment and 
development. On the other hand, to some extent the same situation applies to 
big firms in other countries and things may even themselves out. We cannot, 
however, tell if we shall on balance break even or tend (for a time at any rate) 
to lose. What is important is to realise that if we tend to lose, something must give 
somewhere. A little give on many fronts might be all that is necessary. Some 
scaling down of profits, and of excessively high wage rates, harder work here and 
there, less restrictive practices on the part of labour. If in the event the adjustment 
required turns out to be greater than can be accommodated in the ways mentioned, 
then in the ultimate resort there would be pressure—either upwards or 
downwards—on the exchange rates. The same, of course, is true for all other 
countries entering the Free Trade Area, and it must be accepted as one of the risks. 

64. Balance of Payments.—The effect of a Plan of this kind on the United 
Kingdom balance of payments must depend primarily on its effect on British 
industry. Many new opportunities would be created, but our ability to profit from 
them will depend on the competitiveness of British industry in the future. Under 
invisible transactions we should certainly hope to gain on balance from our 
earnings on services. 

65. Agriculture.—The exclusion of agriculture from the Free Trade Area 
means that the main structure of the Plan would not affect United Kingdom 
agriculture. To the extent, however, that it proved possible and desirable for the 
Plan to be accompanied by greater opportunities for European agricultural exports, 
there would have to be a certain adjustment in our home production spread over 
a lengthy period. No assessment of the impact on our farmers and growers can 
be made until further details are worked out. We have assumed that a drastic 
alteration in our agricultural policy is politically impossible, but even if such radical 
alteration were made it is doubtful if any opportunities really attractive to the 
Commonwealth would emerge (see paragraphs 33 to 37). 

66. The United Kingdom Consumer.—The United Kingdom citizen has an 
interest in these proposals as a consumer and as a taxpayer as well as a producer. 
Generally he should profit through the greater availability of goods at a lower price; 
it is he who reaps the benefits of the large market. But his gain might be reduced 
if any action which proved necessary and feasible on the agricultural front should 
lead to higher costs. By increasing United Kingdom costs generally these would 
make British industry less able to benefit from the Plan and so defeat the object for 
which concessions on the agricultural front were made. 



67. There are still considerable difficulties to be worked out and detailed 
examination of the repercussions of this Plan to be made. A list of the further 
studies we propose to make is set out below. It must be appreciated that not all 
are of the same nature. Some will bear on the main decision of policy; others 
are of the type inevitably arising from any new development in the normal course 
of working it out: — 

(a)	 Examination of whether the Plan could be made more acceptable to 
Europe in the agricultural sector. 

(b)	 Investigation whether the Plan could be made more acceptable to the 
Commonwealth by the development of joint Commonwealth/O.E.E.C. 
consultation on agricultural matters. 

(c) Study of the organisation within O.E.E.C. to work the Plan. 
(d)	 Further examination of the effect of the Plan on our G.A.T.T. and I M F  . 

commitments; and of whether the Plan would limit more strictly the 
power to restrict imports for balance of payments reasons. 

(e) Examination	 of the compatibility of the Plan with existing economic 
policies. 

(/) Study	 of the monetary implications of the Plan and its effects on the 
Sterling Area (including possible effects on the raising of capital and 
the development of commodity markets in the United Kingdom). 

(g)	 Investigation of the measures required to keep in step the economic policies 
of the United Kingdom and of European countries in so far as these 
policies have external implications. 

(h) Further study of the effect of the Plan on United Kingdom industry. 
(/) An appreciation of how far the Plan would be attractive or otherwise to 

the individual Dominions and Colonies. 
(/) Further assessment of whether the United States is likely to approve	 of, 

oppose, or merely acquiesce in the Plan. 
(k) Further study of the probable attitude of the countries of Western Europe. 

68. Under (h) above, we do not expect to be able to take our study of 
particular industries much further, even after consultation with Production 
Departments. We should hope, however, to prepare an analysis of the broad 
economic effect on our industry over a period of 10-15 years. We may be able 
to take 67 (/) some way further, but not much progress on (/') or (k) is likely at this 
stage. 

69. Whatever may be the result of these further studies, one feature of the 
Plan must remain constant. An announcement to embark on the Plan would start 
us on a path of progressive reduction leading towards ultimate elimination of much 
of the protection now enjoyed by British industry. If and when the final stage of 
the Plan was reached, United Kingdom industry would be completely exposed to 
competition from Europe. We have indicated in paragraph 3 that we will devote 
further study to any points which Ministers consider to deserve greater attention. 
But this is not a feature of the Plan which can be modified. 

Treasury Chambers, 


Great George Street, S.W. 1, 

23rd July, 1956. 






Printed for the Cabinet. July 1956 

S E C R E T 	 Copy No. 2 8 

C P .	 (56) 192 
28th July, 1956 

' \\	 ' 

CABINET 

UNITED KINGDOM COMMERCIAL POLICY 

MEMORANDUM BY THE CHANCELLOR OF THE EXCHEQUER AND THE 
PRESIDENT OF THE BOARD OF TRADE 

It may be helpful if we set out some of the reasons which have led us to believe 
that the policy described in the interim report circulated with CP. (56) 191 is 
deserving of serious study by our colleagues. 

2. In recent years our policy has been based in part upon the principles 
of multilateral trade embodied in the General Agreement on Tariffs and Trade 
and in part upon the principles of preference enshrined at Ottawa. Both systems 
have advantages and both are under pressure. 

3. In Europe the " Messina " countries are proposing the establishment of 
a common market. If we stay out, and this market is established, it would confront 
us with a powerful bloc discriminating in tariffs against us and dominated by 
Western Germany. In the Commonwealth there is already a natural tendency 
for the system of Imperial Preference to erode. Australia, our largest market, 
has made proposals, which we shall not be able altogether to resist, to scale down 
the whole range of our preference margins. 

4. We have already arranged for exploratory studies in September between 
ourselves, together with other European countries, and the " Messina " countries. 
We have been engaged in negotiations with Australia which are due to be resumed 
in September. 

5. Various policies have been considered. For our part we see substantial 
merit in a scheme to associate this country, and if possible the Scandinavian and 
a number of other European countries, with the common market in a free trade 
area. To safeguard both British agriculture and important Commonwealth 
interests in the United Kingdom market, agricultural and horticultural products 
would be excluded. The course is described and analysed in the interim report 
by officials, circulated with CP. (56) 19.1. Briefly, it would involve the gradual 
removal by the United Kingdom and the common market countries of their tariff 
and other restrictions against each other. The United Kingdom would retain 
tariffs against third countries and the right to maintain Commonwealth free entry. 

6., Such a course, while it would gradually over a period of ten or fifteen years 
expose British industry fully to European competition—competition which it 
anyway has to meet in third markets, would have substantial advantages: — 

(i) it would be a creative	 and imaginative policy which might well steer a 
fresh course for a generation; it would make it possible to bring about, 
under our own control, the inevitable adjustments in our Commonwealth 
trading arrangements; 

(ii) it would open to our own industries the opportunities of a large market, 
on a preferential basis, comparable in size and resources to those of 
the United States and the Soviet Union, and bring with it the stimulus 
of increasing contact and competition with the industries of the 
Continent; 
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(iii) it would leave us free	 to retain for the Commonwealth free entry to the 
United Kingdom market, together with the agricultural preferences 
which the Dominions now enjoy, and on manufactured goods any 
preferences over imports from foreign countries outside Europe. In 
return, we could reasonably hope to retain at least as large a part of our 
preferences in Dominion markets as we are likely to keep by a 
continuation of existing policies; 

(iv) in	 times of prosperity, we would be able to make the most of our 
opportunities and would be better equipped to face any severe 
recession in the United States; 

(v) internationally we would establish our commercial leadership of Europe 
and open the way for greater European unity, without German 
hegemony. 

7. The scheme raises many problems, technical and political. Yet to do 
nothing might be the most dangerous course of all. We might forfeit our influence 
over commercial policy in Europe and be left with only the remnants of Imperial 
Preference. The Opposition would attribute our loss of Commonwealth advantages 
to our refusal to continue State trading and to our adherence to the principles 
of multilateral trade. Both Parties would condemn us for missing our opportunities 
and for want of initiative. 

8. Provided that we do not delay our lead too late, the situation appears to 
present us with a considerable opportunity. We have a chance which might not 
recur of gaining the general support of what may be described as both the European 
and the Imperial wings of the Conservative Party. Contact with the Federation of 
British Industries and other industrial advisers leads us to suppose that a policy of 
this character, if it can be worked out, would not lack substantial industrial support. 

9. We should aim to make policy decisions early in September when we shall 
still be in a position to shape events. 

H. M. 
P. T. 

27th July, 1956. 

I 
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27th July, 1956. 

CABINET 

F ILM POLICY 

Memorandum by the Chancellor of the Exchequer 

The Economic Policy Committee have been considering what our 
future policy should be regarding assistance to the film production 
industry in this country, 

2. At present such assistance is given in three ways:

(a) Through a quota	 system, under which cinemas have to 

show 30 per cent first feature and 25 per cent second 

feature British f i lms. This ensures a home market 

but does not in itself ensure that British films are 

made. Present legislation runs out in 1958. 


(b) Through the National Fi lm Finance	 Corporation, which 

provides risk capital to the industry (mainly to 

independent producers outside the big cinema-owning 

combines of Ranks and Associated British Pictures 

Corporation) which is not available from private 

sources. The Corporation^ loan-making powers 

will expire next March. 


(c)	 Through the British Fi lm Production Fund, which is 

derived from a voluntary levy on the film exhibitors 

who set aside part .of their gross receipts (much of 

which come from.American f i lms) to the extent of 

about £21 millions a year for the benefit cf United 

Kingdom film producers. 


3. It is arguable that with the advent of television the claims of the 
British film industry for assistance on the score of national prestige or of 
the industry's cultural importance are not what they were. On the other 
hand, although the cinema is giving ground to television, this does not 
appear so far to be affecting the better cinemas and has not yet had any 
significant effect on the revenue from entertainment duty. Withdrawal 
of assistance would lead to a steep reduction in British f irst feature 
films to, say, about one-third of the present 60 to 70 produced annually, 
and quite apart from the strong criticism which would be levelled at us 
from those who believed in the importance of this home industry, we 
should have to face a loss of some £7-8 millions of foreign exchange due 
to loss of exports and the need to import more American f i lms. These 
considerations may not hold good indefinitely, but the Economic Policy 
Committee have concluded that for some years to come at any rate it 
would not be possible for the Government to disengage itself from the 
affairs of this industry. 



4. To protect the industry by means of a tariff is not a practicable 
proposition because of the international complications which it would 
cause and the technical difficulties involved. Nor in present 
circumstances ought we to contemplate a direct subsidy. We are left, 
therefore, with the three existing means referred to above. The 
Economic Policy Committee are therefore agreed that legislation should 
be introduced in the 1957/58 session to renew the statutory film quota 
and that a Bil l will be needed in the next session to extend the loan-making 
powers of the National F i lm Finance Corporation: provision is made 
for this in the lists attached to C.P, (56) 162. Such legislation would 
have to reconstitute the Corporation^ capital structure by writing off 
some £3. 7 millions of public money loaned to it over the past seven 
years, which is now irrecoverable. No further public money would, 
however, be put into the Corporation which would be required to make 
do with its remaining loan capital of £2.3 millions advanced by the Board 
of Trade, and the further resources up to £2 millions which the 
Corporation has power to raise from private sources. The tougher 
lending policy which would be required of the Corporation would involve 
some loss of f i lm production. 

5. The real problem centres round the future of the British F i lm 
Production Fund. This is essential to the continuance of anything like 
the present level of film production and without it the position of the 
Finance Corporation would become hopelessly insecure; but the 
exhibitors have made it clear that nothing short of a substantial 
reduction of entertainment duty would induce them to continue the fund 
at its present level on a voluntary basis. The President of the Board 
of Trade and I are not in favour of engaging in such bargaining, which 
might have no limit and which would put at risk the very large sum of 
£30-£40 millions which the Exchequer now derives from entertainment 
duty on f i lms. We therefore favour the possibility of giving statutory 
effect to the arrangements already in force on a voluntary basis. 
Collection by the Customs as agents and distribution by the Fund 
machinery in proportion to the box office earnings of films would then 
be retained, but given statutory form. Such an arrangement would not 
remove the pressure for a reduction in entertainment duty, but 
exhibitors would not have the bargaining power which they would possess 
if the Fund were to be continued on a voluntary basis. 

6, Any such Bill would be bound to be contentious. The exhibitors 
would regard such a statutory levy as an unjustified burden in addition 
to entertainments duty, and it would not be easy to agree on the correct 
sum to be transferred from the exhibitors to British producers or how 
this should be levied on different categories of cinema seats. Several 
of our colleagues on the Economic Policy Committee are therefore 
disturbed at the prospect of such a Bill (which would in addition have to 
write off £3.7 millions of public money previously loaned to the National 
Fi lm Finance Corporation) and would prefer to limit the Governmenfs 
undertaking to a renewal of the quota and the Finance Corporation^ 
loan-making powers, and to explore further the possibility of continuing 
the present voluntary contribution on the part of the exhibitors to the 
British Fi lm Production Fund. For the reasons which I have already 
given, the President of the Board of Trade and I doubt whether such 
negotiations can be profitable. Nor do we believe that it would be wise 
to leave open at this stage the future form which the British F i lm 
Production Fund should take while committing ourselves to the continuance 
of assistance to the film industry through such a Fund. 



7. V/e must, therefore, ask the Cabinet to determine whether or 
not legislative action should be taken to introduce a statutory levy on 
the film industry for, say, the next 10 years, to replace the present 
voluntary levy. A decision on this difficult question cannot be deferred 
since, in view of the length of time needed to complete a film, the 
President of the Board of Trade must in fairness to the British producers 
announce before the recess the Governmenfs decision regarding future 
support for the industry. 

H .M. 

Treasury Chambers, S .W . I . 

27th July, 1956. 
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CABINET 

OPEN-CAST MINING 

Memorandum by the Chancellor of the Exchequer 

On 31st January, 1956, the Cabinet appointed a Committee of Ministers 
under my Chairmanship to formulate and apply a revised policy for open-cast 
mining and to report from time to time ( C . M . (56) 8th Conclusions, Minute 9). 

2. We have received reports from officials on:

(i ) the production programme for the next ten years; 

(i i ) procedures and compensation provisions. 

Production Programme 

3. The off icials ' report set out the opposed views of the Minister of 
Agriculture and the Secretary of State for Scotland, on the one hand; and of 
the Minister of Fuel and Power, on the other, with regard to the use of 
agricultural land for open-cast coal production. There are three possible 
courses:

(a) The suggestion of the Minister of Agriculture, v i z . , that the sites 
now " frozen" for agricultural reasons should remain frozen; but that a 
limited number of other f irst-class agricultural sites should be selected for 
exemption until the end of 1958 on a basis that had regard to coal supply as 
well as agricultural considerations. The Secretary of State for Scotland 
wants to continue the ban on open-cast coal working and prospecting on 
first-class and near-first class land in East Lothian, together with a 
general ban on working on all other land which the Department of 
Agriculture for Scotland consider to be first class. Adoption of these 
policies would give a total output for 1957 and 1958 of about 23j million tons. 

(b) The Minister of Fuel and Power considers that in the present coal 
situation, having regard to our balance of payments, open-cast production 
should not be limited to twelve mill ion tons a year. He would, therefore, 
wish to bring the sites frozen for agricultural reasons into the production 
programme after the end of this year, since the next two years will be 
crucial. If his proposal is adopted, it would give an output of 25. 6 million 
tons in 1957 and 1958 and an average of 12.6 mill ion tons a year over the 
whole period 1957 to 1965. 

(c) The Official Committee have put forward a middle course. This 
is that in future there should be no general ban on open-cast working without 
prejudice to individual cases, where very strong agricultural or amenity 
objections may exist; and that sites now frozen should remain frozen, except 



for three in East Lothian which are not of the same very high agricultural 
quality as the other exempted sites and which are assumed to contain about 
one million tons of coal. The frozen sites would be reconsidered in the 
event of output being lost if it was decided to change over from Defence 
Regulations to semi-permanent legislation. This compromise course is 
acceptable to the Minister of Agriculture, but the Secretary of State for 
Scotland reserves his position as regards East Lothian. The Minister of 
Fuel and Power, however, for the reasons given above, wishes to modify 
the compromise proposal to obtain greater production in the two ensuing 
years. 

4. Increased production in 1957 and 1958 can, however, only be obtained 
by releasing sites which have so far been exempt on various grounds. We 
have reviewed these and their continued exemption is being examined again 
by the Ministers concerned. We have agreed, however, that, with regard 
to sites frozen on amenity grounds, undertakings already given preclude 
any working at Wentworth Woodhouse in Yorkshire and at Delhi Extension 
in Northumberland, but that the adjacent site at Blyth River in 
Northumberland may be brought into production at the end of 1957 when the 
present undertaking expires. Further consideration on their merits is 
also being given to eight separate sites in Yorkshire - mainly woodland 
which have been preserved on amenity grounds and whose working would 
arouse considerable opposition from the local authorities. The extra coal 
which could be obtained if the sites mentioned were permitted to be worked 
is calculated to be as follows:-

Blyth River : 	 1.2 million tons (of which only 200, 000 tons 
would be obtained by the end of 1958). 

Seven sites 	 435, 000 tons (the Minister of Housing and 
in Yorkshire: 	 Local Government and the Minister of Fuel 

and Power have agreed that the eighth site 
should not be touched, and that the other 
seven should be examined: possibly 
200, 000 tons might be obtained by this 
process). 

5. Fresh examination is also being given to the exempted agricultural 
sites with a view to making available for working any which do not clearly 
fall within the category of f irst-class land, but we are not yet able to give 
an estimate of the possible additional yield. Subject to these reviews we 
recommend that the modified compromise course be adopted, the Secretary 
of State for Scotland reserving his position on the three sites in East 
Lothian. 

6. Ever since open-cast operations began, the need for coal has been 
so urgent that work has followed hard on prospecting and much of this 
has been on good agricultural land. If more of this land is to be saved 
from open-cast working, it is essential to build up a reserve of sites where 
coal has been proved in order that a choice can be made where land of 
different agricultural qualities is involved. The National Coal Board 
cannot speed up prospecting to the extent required without a considerable 
increase in their technical staff; they will, in fact, need to increase their 
staff in order to maintain the present rate of production. If they are to 
recruit and retain staff, they need to be able to offer them security of 
employment over a number of years, and this will be greatly helped by a 
Government announcement that as far as can be foreseen open-cast 
production will continue at a high level for at least ten years . We there
fore ask our colleagues to authorise the Minister of Fuel and Power to 
make such a statement. 



7. The report of officials was prepared on the basis that Defence Regula
lions could not last indefinitely and that, therefore, within the next few 
years, they must be succeeded by some more permanent form of legislation 
which would conform to normal peacetime requirements, including the 
lodging of appeals by affected parties and the holding of public enquiries 
or hearings. 

8. We recognise that if it is decided that Defence Regulations relating 
to land must be abolished within the next few years, a new Bill wil l be 
required to enable the National Coal Board to obtain land for open-cast 
mining. Nevertheless, we are impressed by the difficulties of legislation 
on this subject, apart from the difficulty of fitting such a Bill into the 
legislative time-table. In debate, the whole open-cast programme might 
be called into question, and even if there were an overlap in the coming 
into operation of the new Bil l before the expiry of Defence Regulations 
which in itself would give rise to awkward anomalies - there would be an 
inevitable loss of production while the new and slower procedures took 
effect. - It has been estimated that this "once for a l l " loss might be as 
high as 2 million tons. 

9. We recommend, therefore, that the existing procedure under 
Defence Regulations, which has worked for fourteen years, should be 
maintained as long as possible. We recognise that it is capable of improve
ment, more particularly since the Regulations were drafted in a war-time 
context. Certain improvements, including better compensation, were 
recommended by officials and will make the procedure more acceptable. 
The greatest need for improvement is in compensation; we recommend 
that this should be much more generous, and officials are working out 
details of a modified scheme. An improved scale of compensation might 
go some way towards lessening the objections by owners and occupiers to 
requisitioning. 

10. Increased compensation to owners and occupiers does nothing to 
mollify other objectors, such as planning authorities, and the normal 
opportunities for appeals and public enquiries will still not be available. 
Nevertheless, we think that for the reasons already given the disadvantages 
are outweighed by the merits of the present system. 

Summary 

11.	 We accordingly invite the Cabinet to agree 

(1)	 that the compromise production programme outlined 
in pai*agraphs 3(c), 4 and 5 should be adopted, the 
Secretary of State for Scotland reserving his position 
on the proposal to bring three sites in East Lothian 
into production; 

(2)	 that the Minister of Fuel and Power should announce 
on a suitable occasion that open-cast production is 
expected to continue at a high level for at least 
ten years; 

(3)	 that more generous compensation should be paid 
both to landlords and tenants; 



7. The report of officials was prepared on the basis that Defence Regula
tions could not last indefinitely and that, therefore, within the next few 
years, they must be succeeded by some more permanent form of legislation 
which would conform to normal peacetime requirements, including the 
lodging of appeals by affected parties and the holding of public enquiries 
or hearings. 

8. We recognise that if it is decided that Defence Regulations relating 
to land must be abolished within the next few years, a new Bi l l will be 
required to enable the National Coal Board to obtain land for open-cast 
mining. Nevertheless, we are impressed by the difficulties of legislation 
on this subject, apart from the difficulty of fitting such a Bill into the 
legislative time-table. In debate, the whole open-cast programme might 
be called into question, and even if there were an overlap in the coming 
into operation of the new Bill before the expiry of Defence Regulations 
which in itself would give rise to awkward anomalies - there would be an 
inevitable loss of production while the new and slower procedures took 
effect. It has been estimated that this "once for a l l " loss might be as 
high as 2 million tons. 

9. We recommend, therefore, that the existing procedure under 
Defence Regulations, which has worked for fourteen years, should be 
maintained as long as possible. We recognise that it is capable of improve
ment, more particularly since the Regulations were drafted in a war-t ime 
context. Certain improvements, including better compensation, were 
recommended by officials and wil l make the procedure more acceptable. 
The greatest need for improvement is in compensation; we recommend 
that this should be much more generous, and officials are working out 
details of a modified scheme. An improved scale of compensation might 
go some way towards lessening the objections by owners and occupiers to 
requisitioning. 

10. Increased compensation to owners and occupiers does nothing to 
mollify other objectors, such as planning authorities, and the normal 
opportunities for appeals and public enquiries wil l still not be available. 
Nevertheless, we think that for the reasons already given the disadvantages 
are outweighed by the merits of the present system. 

Summary 

11.	 We accordingly invite the Cabinet to agree 

( 1 )	 that the compromise production programme outlined 
in paragraphs 3 (c ) , 4 and 5 should be adopted, the 
Secretary of State for Scotland reserving his position 
on the proposal to bring three sites in East Lothian 
into production; 

( 2 )	 that the Minister of Fuel and Power should announce 
on a suitable occasion that open-cast production is 
expected to continue at a high level for at least 
ten years; 

( 3 )	 that more generous compensation should be paid 
both to landlords and tenants; 



(4)	 that no fresh legislation should be introduced in the 
near future, subject to any over-riding decision 
to abolish Defence Regulations relating to land. 

H.M. 

Treasury Chambers, S.W.1. 

27th July, 1956. 
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1st August, 1956 

CABINET 

EGG MARKETING SCHEME 

Memorandum by the Minister of Agriculture, 
Fisheries and Food 

The Agricultural Ministers are now called upon to take decisions 
about the draft British Egg Marketing Scheme submitted by the three 
Farmers ' Unions. They are required to take into account the objections 
and representations made on the scheme and the report of the 
Commissioner who conducted the public inquiry. Any modifications 
formally proposed must be accepted by the promoters before the scheme 
can go further. 

2. In the White Paper on "Decontrol of Food and Marketing of 
Agricultural Produce" published in November, 1953 (Cmd. 8989) we said 
that:

"It is the policy of the Government to consider sympathetically 
proposals for Agricultural Marketing Schemes and in appropriate 
cases to make use of producers1 Marketing Boards in the 
administration of Part I of the Agriculture Act. " 

3. Before promoting this scheme the Farmers 8 Unions asked about the 
attitude of the Government towards the establishment of an Egg Marketing 
Boa.rd with full trading powers; with the agreement of the Economic 
Policy Committee I informed Sir James Turner, the President of the 
National Fa rmers ' Union, that, subject to certain conditions about the 
operation of the price guarantee, such a scheme would be acceptable. 

4. This provisional agreement would not have prevented us from 
rejecting the scheme at this stage. But the Commissioner concludes 
that on balance the case for a scheme has been made out and proposes a 
number of modifications to the scheme as submitted. The Home 
Affairs Committee have agreed that the scheme should not be rejected 
and also, with one exception, on the main modifications that should be 
required (H.P. (56) 15th Meeting, Minute 1). 

5. Generally these modifications follow the lines of those 
recommended by the Commissioner but, in one case, go further. This 
is on the important point of sales of eggs by producers to retail shops, 
for which the scheme at present makes no specific provision. The 
modification proposed by the Commissioner would empower the Board 
to decide whether licences for such sales should be issued and what 
conditions they should impose upon producers (including a requirement 
to grade, test and mark the eggs). The Home Affairs Committee 
accepted instead the Agricultural Ministers ' proposal that any producer 
should be given a right to a licence and that this licence might require 



him to mark his eggs but not to grade or test them. There are strong 
arguments in favour of this course. I believe also that it is the minimum 
modification necessary to secure support for the scheme from our side 
of the House, and I think it likely that the promoters will accept it 
though with some reluctance. 

6. The point on which there is a difference of view in the Home 
-Affairs Committee relates to the pooling of transport costs. The 
scheme places an obligation on the Board, when determining producers' 
prices, to pool transport costs incurred after the eggs have been through 
the packing stations. Objections on economic grounds were voiced 
against this at the public inquiry, but the Commissioner specifically 
refrains from making a recommendation on the grounds that it is 
"entirely a matter of policy". 

7. In my view we should not give statutory force to a provision which 
requires the Board to give this degree of protection to remote egg 
producers, although without this provision the Board would remain free 
to do so if they wished. Although our present guarantee arrangements 
for eggs afford a uniform support price throughout the United Kingdom, 
the arrangements for almost all other guaranteed commodities allow for 
some differential between the prices received by the more remote 
producers and those nearer to the market. I recognise that the 
deletion of this provision would be most unwelcome to the Scottish and 
Ulster Farmers ' Unions, but I find it difficult to believe that they would 
refuse to proceed with the scheme on this account, bearing in mind that 
the alternative would almost certainly be a system which would reflect, 
at least to some extent, transport differentials. 

0. The Home Secretary and the Secretary of State for Scotland, on 
the other hand, consider that insistence on this modification, about which 
no opinion is expressed by the Commissioner, would be virtually certain 
to kill the scheme, and that it v/ould be altogether the wrong issue on 
which to cause such a break. The Scottish and Ulster Farmers ' Unions 
would interpret the removal of this obligation from the Board as a veiled 
form of Government pressure to encourage the Board to discriminate 
against the remote producer. 

Conclusion 

9. I would invite my colleagues to endorse our proposal to allow 
the draft Egg Marketing Scheme to proceed subject to modifications; 
and I seek a decision as to whether these modifications should include 
deletion of the provision relating to the pooling of transport costs. 

D .H . A. 

Ministry of Agriculture, Fisheries and Food, 
S.W.1. 

1st August, 1956. 
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1st August, 1956 

CABINET 

CHRISTMAS ISLAND 

Memorandum by the Secretary of State for the Colonies 

In March, 1956, Mr. Menzies sent a message to the Pr ime Minister 
asking that sovereignty over Christmas Island be transferred to Australia 
or else that its administration be separated from, that of the Colony of 
Singapore. A copy of the message from the Australian Prime Minister 
is attached at Annex I. In making this request the Australian Govern
ment have in mind their economic interest in the Island which they fear 
might not be recognised by a future independent Government of Singapore, 
and are also concerned with the Island's strategic importance both as a 
possible air base and in the context of long-range weapon testing and 
research, because of its situation along the line of prolongation of the 
Australian rocket missi le range. 

2. Christmas Island (not to be confused with the Christmas Island 
in the Pacific Ocean) lies in the Indian Ocean about 230 miles south of the 
western extremity of Java and is 64 square miles in area. Further 
details are in Annex II. 

3. The Prime Minister has asked for the views of the Commonwealth 
Secretary and of myself on the reply which should be made to the 
Australian request. He feels that the political difficulties of arranging 
for the transfer of Christmas Island to Australia are too great to be 
faced just now. He considers that there would also be some political 
criticism if the Island were detached from Singapore and brought under 
the direct administration of the United Kingdom and that this course is 
also open to the objection that it would involve the United Kingdom 
Government in immediate expense, for example through having to 
compensate Singapore for the loss of revenue. 

4 . The Chiefs of Staff Committee have undertaken an assessment 
of the Island*s strategic value and have concluded that at present this 
consists solely in its phosphate deposits and in its position in relation 
to the Australian rocket range. The construction of an air strip (which 
the Japanese began during the war but did not complete) is thought to be 
practicable although expensive and could give the Island a strategic 
importance as an air staging post. The Chiefs of Staff conclude that, 
as any development of the Island as an air base would be mainly in 
Australian interest in support of ANZAM and as Australia has at present 
the preponderant economic interest in the Island, it would be better 
from a military point of view for its administration to be transferred to 
the Government of Australia. 



5. Although Singapore derives some economic advantage from the 
connection with Christmas Island that connection is one based rather upon 
administrative convenience than upon any racial or geographical affinities. 
The islanders themselves have not had the benefit (if that is the right word) 
of the recent constitutional advances in Singapore and the Governor has 
said that it is most unlikely that they would derive any advantage from a 
self-governing Singapore. There is therefore no intrinsic reason why 
the Island should continue to be associated with Singapore. 

6. Accepting that the political difficulties involved rule out the 
transfer of Christmas Island to Australia now, there remain two possible 
courses to take in response to the Australian request. The first would 
be to assure Mr. Menzies that we would use those reserved powers which 
we would retain even when full internal self-government is achieved by 
Singapore in order to safeguard Australia !s strategic interest in 
Christmas Island. The second would be to remove the administration 
of Christmas Island from the purview of the elected Government in 
Singapore and to administer it either through the Government of another 
Colonial territory or direct through the Governor of Singapore. 

7. The objection to adopting the first course is that it is not possible 
to foretell what form our reserved powers will take under any new 
constitution. There is also the possibility that if there were some 
question affecting Christmas Island which made it necessary to use those 
powers we would have to consider whether the need was such as to 
justify the constitutional crisis which their use might well provoke. 
For these reasons therefore any assurances that we gave to the 
Australians would have to be so qualified that it is doubtful whether 
they would be satisfied by thern: in particular they might not feel their 
economic interests could be safeguarded by reserved powers which 
might well be restricted to the field of defence. 

8. As has been explained above, there is no intrinsic reason why we 
should not adopt the second course of removing the administration of the 
Island from the purview of the Singapore Government and there are sound 
reasons for keeping the control of the Island in our hands or for 
transferring it to Australia on whom we can rely for co-operation in the 
defence of the area. There are, however, certain difficulties in the 
way of this course and before it is adopted it is necessary to consider 
(a) the timing of any such move, (b) the question of what compensation 
should be paid to the Government of Singapore for the loss of revenue 
to them resulting from it and (c) through what agency the Island should 
be administered in future. 

9. The Governor of Singapore considers that the timing of any 
transfer would be very important and is of the opinion that the transfer 
should take place before or as soon as any new constitution is 
introduced. (It appears not unlikely that there will be a further 
conference early next year with a delegation from Singapore in order 
to seek agreement to a new constitution.) In my view the Governor's 
advice is sound because, unless the opportunity is taken to transfer 
responsibility for the Island at the time when a new constitution is 
introduced, it will be politically very difficult if not impossible to secure 
the agreement of the new Singapore Government to such a transfer at 
a later date. There would be political objections in Singapore to such 
a move not only because of the loss of revenue involved but also because 
such a transfer would be regarded by the Singapore Government as a 
diminution of its own rights and authority. It should, however, not 



be impossible in constitutional negotiations to secure agreement to the 
transfer of the Island at the time of an introduction of a new constitution, 
subject to the payment of compensation for loss of revenue, if the ground 
is carefully prepared beforehand. 

10. At present the Government of Singapore receive about £130,000 a 
year from Christmas Island in the form of royalties from the working of 
phosphate deposits, together with some revenue from income tax. In 
1808, it was annexed to the United Kingdom and placed under the jurisdiction 
of the Government of the Straits Settlements (which included Singapore). 
Since 1946 it has been administered by the separate Government of the 
Colony of Singapore. It might well therefore be held that the Singapore 
Government can count itself fortunate to have hitherto enjoyed the revenues 
from Christmas Island, a United Kingdom possession which the United 
Kingdom Government has chosen solely for reasons of convenience to 
administer through the Government of Singapore, and that they have no 
valid claim for compensation for the loss of revenue to which they have 
no inherent right. But it is certain that the Singapore Government would 
demand a handsome compensation for the loss of revenue as a condition 
to agreeing to the transfer of the Island. The Governor has expressed 
the preliminary view that the Singapore Government could argue that 
the transfer called for compensation to the tune of a cash payment of at 
least seven or eight million pounds on the sole basis of lost potential 
revenues. This would be a matter for negotiation with the Singapore 
Government, but it is certain that some financial arrangements will have 
to be made if the Island is to be transferred to another administration. 
There are various possible ways, which will have to be explored 
further, of compensating Singapore if this proved to be essential 
politically; a likely method would be to undertake that the net revenues 
of the Island be paid until such time as the phosphates run out and subject 
to all reasonable costs of administration - both concurrently and with 
respect to the future. This latter aspect of the question will have to be 
considered further in the interests of the inhabitants. 

11, Finally it will be necessary to consider to whom the administra
tion of the Island should be transferred if it is removed from the purview 
of the Singapore Government. Difficulties of communications make it 
impracticable to transfer the Island to the administration of one of the 
Colonial Governments in Borneo. There remains, however, the 
possibility of placing it under the direct administration of the Governor 
of Singapore (or High Commissioner, as he will probably become under 
the new constitution) and removing i t from the authority of Singapore 
Ministers. Although such a course would not escape public attention, 
either in the United Kingdom or Singapore, because it would require a 
United Kingdom Order in Council, this transfer would not be open to all 
the objections and unfavourable crit icism which would attend a transfer 
of the Island to Australia or even the transfer of its administration to 
another Colonial Government. It would also pave the way to a possible 
future transfer of the administration of the Island to Australia at a 
convenient date, at which time the Australians could be asked to 
reimburse any United Kingdom expenditure. 

12. To sum up, I consider that, in view of the undoubted economic 
and strategic importance of Christmas Island to Australia, its administra
tion should be removed from that of the Government of Singapore before 
Singapore obtains full internal self-government. There are no intrinsic 
reasons of history, race or geographical affinity why this course should 
not be pursued. I do not consider that it would be possible to guarantee 



to safeguard Australian interests in Christmas Island after the achieve
ment of full internal self-government by Singapore through the use of 
such reserved powers as will still be retained by the United Kingdom. 
In view of Australia's preponderant interest in the Island and of the 
inconvenience of continuing its direct administration by the United 
Kingdom Government, I consider that the long-term aim should be to 
transfer its administration to the Government of Australia. K, however, 
it is not possible to do this now for political reasons, I suggest that the 
Island should be transferred to the direct administration of the Governor 
of Singapore acting as the representative of the United Kingdom Govern
ment, and that this should be done when the new constitution is introduced. 
This course would probably arouse less local political objection than 
would be provoked by the transfer of the administration of the Island to 
some authority outside Singapore and would also simplify the eventual next 
step of transferring the Island to Australia. In the meanwhile it would be 
possible once the Island has been transferred from the authority of the 
Singapore Council of Ministers, adequately to safeguard Australian 
interests there. If this is agreed, it wil l then be necessary, after 
consultation with the Governor of Singapore who will be directly concerned 
in the new arrangements, to inform the Australian Government in 
confidence of what we propose to do. We shall also have to keep the 
New Zealand Government informed of developments, because they have an 
interest in the phosphate deposits on the Island. 

13. This paper has been prepared in consultation with the Commonwealth 
Secretary, who is in agreement with it. I invite my colleagues' views 
on the course which we propose should be pursued. 

A . L . -B. 

Colonial Office, S .W. I . 

31st July, 1956. 



Text of a message elated 21st March from Mr. Menzies 
to the Prime Minister, delivered by Sir Thomas White 
to Lord Home on 22nd March. 

When I was in London in February 1S55 I spoke 

informally to Swinton and Lennox-Boyd about our 

interest in transfer of Christinas Island to 

Australian Administration. Casey informs me that 

he again raised question in "September, 1955, in his 

talks with Lennox-Boyd who suggested matter should 

be raised formally with you. 


2. You will be aware of our concern which I 

understand you share about uncertainty which exists 

concerning future political developments in Singapore. 

There seems to us to be an evident possibility that 

Singapore may fall under control of a Government 

which may decline to recognise Australian-important 

defence and economic interests in Christmas Island. 

These interests are referred to below. 


3. From defence point of view Island has become of 

strategic importance because 


(I)	 It is unlikely that Indonesian airfields will 

be available in war. An airstrip with 

appropriate facilities on Christmas Island 

would provide 


(A) A valuable fighter reinforcement route 

between Australia and Singapore or 

Malaya - first stage of route through 

Coeds Island is beyond safe range of 

fighter aircraft. The alternative 

route is through Netherlands Mew Guinea 

and Philippines. 


( B )	 A staging point for transport aircraft 
route to Singapore is shorter than that 
through CocoSo 

(C) An alternative to Cocos airstrip. 


(D) A maritime air base. 


(E) Facilities for protection for phospate 

v/orks and associated shipping, 


(F) A base for offensive operations. 




(II) Christmas Island lies generally along line 

of prolongation of Australian rocket missiles 

range and could assume defence importance in 

context of long range weapons testing and 

research. 


4. With regard to phosphate supplies British Phosphate 

Commission has right" to exploit Islands phosphate 

deposits under a lease which expires in 1989^ A 

satisfactory royalty arrangement has been negotiated 

covering next ensuing 5 years. Christmas Island at 

present provides approximately one quarter of 

Australian phosphate requirements and plans are in 

hand for a substantial increase in production. These 

supplies are essential for maintenance of Australian 

agricultural effort, 


5. Christmas Island is administered as part of 

Colony of Singapore and I recognise that it is 

probable that any move to transfer Island to 

Australia would encounter resistance in Singapore. 

If you feel in these circumstances that United Kingdom 

Government could not consider the transfer of 

sovereignty to Australia at present time Australian 

and United Kingdom interests could be met if itjvere 

found practicable for United Kingdom to detach island 

from Colony of Singapore and administer it as a 

separate United Kingdom dependency. In,this event 

I would hope that this action would not prejudice 

possibility of a further Australian approach for 

administrative control of Island at some time in 

future if circumstance appeared favourable for such 

a development and that way would be open in any case 

for establishment and use of an airstrip and other 

facilities for use by Australia if and when these 

were required. 


6. You will understand urgency of this matter. I 

would be grateful for an expression of your views on 

alternative course which I have suggested above 

namely 


(1) Transfer of sovereignty over Christmas Island 

to Australia or 


(2)	 To detach administration of Christmas Island 

from Colony of Singapore and administer it 

as a separate United Kingdom dependency. 


7. You will no doubt agree that it would be 

undesirable that our discussions of these considerations 

should be made known to political authorities in 

Singapore and I am sure you will see therefore that 

they are in no way referred to them. 




Christmas Island (Indian Ocean) 


The Island was first discovered in 1643, but 

remained uninhabited and unowned until 1888, when 

a small settlement was established from the 

Cocos/Keeling Islands under Andrew Clunies-Ross, 

In the same year, following the discovery by 

Sir James Murray of workable phosphate deposits, 

it was annexed to the United Kingdom, and placed 

under the administration of the Government of the 

Straits Settlements; since 1946, it has been held 

as part of the separate Colony of Singapore. 


In 1896, a lease to work the phosphate deposits 

was given jointly to Clunies-Ross and Murray, who in 

the following year formed the Christmas Island 

Phosphate Company, and introduced Chinese labourers 

to the island mainly from Malaya and Singapore. The 

Christmas Island Phosphate Company was acquired in 

1949 by the Governments of Australia and Mew Zealand, 

on whose behalf the Christmas Island Phosphate 

Commission was formed. Approximately 235,000 tons 

are produced annually, and"because of the short sea 

haul nearly all of this is exported to Australia, 

fulfilling rather more than one third of that 

country's total phosphate requirements; little, if 

any, goes to New Zealand, but the satisfaction of 

part of Australia's needs from Christmas Island 

benefits New Zealand by making available for her a 

larger part of the phosphate exports from Nauru and 

Ocean Island, Under a recently negotiated agreement, 

the Government of Singapore received royalties from 

the working of the phosphate deposits, and these, 

together with some revenue from income tax, amount 

to approximately £130,000 a year, A very simple 

form of administration under a District Officer 

is maintained on the island, together with a 

small weather reporting station. The present 

population, 80 per cent of whom are Chinese, 

number about 2,000, and depend for their livelihood 

entirely upon the phosphate industry. 
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13th August, 1956. 

C A B I N E T 

SECONDARY EDUCATION; CYPRUS 

Memorandum by the Parliamentary Under-
Secretary of State for the Colonies 

In April, after the breakdown of political discussions, with 
the continued need to keep many of the Greek Cypriot schools closed for 
security reasons, Sir John Harding submitted certain proposals for the 
control of Secondary Education. The proposals which he then put 
forward were as follows:

(i )	 Government would acquire, by compulsory purchase 
if necessary, seven schools, three in Nicosia, two in 
Limassol, one in Famagusta and one in Paphos. The 
process of acquisition would be spread over the next 
two years. The intention would be that they should be 
managed and staffed by Government under the direct 
control of the Department of Education and would provide 
the "modern" stream in the new system. They would 
provide 3, 500 places. The teachers would be recruited 
from the present practical and commercial schools. 

( i i )	 As previously proposed and agreed, four technical 
schools should be set up in different parts of the Island. 

( i i i )	 The town gymnasia would be tackled by offering 
Government-aided status as a condition of (a) re-opening 
for those closed by Government or (b) opening for the 
school year 1956-7 for those still functioning. If the 
governing bodies of these schools refused to accept 
Government-aided status, as was probable, they would 
be replaced by governing bodies of officials who would 
accept Government-aided status on behalf of the school, 
and as soon as staff could be found for each school an 
attempt would be made to re-open it. 

( iv)	 The village gymnasia would eventually be taken over as 
Government-aided schools; for the present they would 
be permitted to continue under present management, but 
if they engaged in indiscipline or subversive teaching 
would be struck off the register, and would be allowed 
to re-open only as Government-aided schools. 

(v)	 The Governor intended to take Mission and Turkish schools 
into the Government-aided category when the situation in 
the Greek schools was established. 

(vi)	 The residence permits of the Greek national teachers would 
not be renewed. 



The Governor also proposed to explain his intentions by a statement 
of policy. 

2. The Governors proposals were considered by the Colonial 
Policy Committee, where it was generally agreed that action should be 
taken to remove Greek national school teachers as and when their permits 
expired. The following points of criticism of the Governors proposal 
were however made:

(a)	 They would give the Government controlled 
schools virtually a monopoly of education in the 
Island, and so wholesale a policy would not be practicable. 

(b)	 Difficulti es were also felt about such a general extension 
of Government control, more particularly in the context 
of any fresh initiative for the settlement of the Cyprus 
problem as a whole, and about the element of compulsion 
(including compulsory purchase) which was involved. 
In particular it was not thought wise to encourage the 
Governor to take over the Turkish schools. 

(c)	 It was felt that measures as drastic as those proposed, 

in particular that relating to the Government^ appoint
ment of teachers, would be regarded more in the light 

of repression than of f irmness. 


(d)	 The proposed statement of policy should be modified 

and the timing and context of the statement should be 

considered in the light of the progress made towards 

the political statement. 


3. In view of the comments made and of developments in the 
political field the Governor reviewed the matter at the end of June and 
made the following amended proposals:

( i )	 Not to make any formal announcement of policy but 
simply to inform the governing bodies of the five town . 
Gymnasia which had been closed by Government on 
grounds of security that in view of the records of their 
schools during the past year and of the grave security 
risk which the breakdown of discipline in their schools 
has created the re-opening of these schools would have 
to be conditional on the governing bodies accepting control 
in regard to staff, discipline, numbers and donations; 

(i i )	 the same treatment might be accorded to any of the 

minor community schools which have been similarly 

closed for security reasons; 


( i i i )	 if all members of the Government bodies resign, the 

Governor would appoint new governing bodies, probably 

of Government officials; 


( iv)	 at the same time the Governor would go ahead with buying 
up a number of private schools and re-opening them as 
Government schools. 



4 . The Colonial Secretary told the Governor that he liked this 
new arrangement which he thought could be clearly defended as being 
on security grounds. But even the new approach might give rise to 
criticisms of de-hellenisation. He therefore advised a short delay to 
avoid the risk of putting off some people who might have been ready to 
talk to Lord Radcliffe. Sir John Harding agreed that there would be an 
advantage in deferring action for a week or two but said that he would 
like shortly after Lord Radcliffe's departure to proceed by asking the 
Chairmen of the governing bodies of the five schools to interview with 
him individually. He would then ask them to say what safeguards they 
propose against a renewal of indiscipline if the schools were allowed 
to re-open. He thought that it was improbable that they would have 
anything constructive to suggest and he would then tell them that without 
proper safeguards he could not permit re-opening and that he would be 
writing to them shortly to indicate the conditions which he considered 
necessary. When his letters had issued a sharp reaction must be 
expected, but the policy would be easier to defend since it is clearly 
based on security grounds. 

5. Lord Radcliffe has now returned from his preliminary ,visit 
and since the action the Governor proposes to take wil l be based upon 
security grounds, I should like to be in a position to authorise him to 
go ahead as soon as he decides that the moment is opportune. 

L. 


Colonial Office, S .W.1 . 

13th August, 1956. 
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CABINET 

UNESCO; NINTH GENERAL CONFERENCE 

Memorandum by the Secretary of State for Commonwealth 
Relations and the Minister of Education 

The Ninth General Conference of the United Nations Educational, 
Scientific and Cultural Organisation (UNESCO) opens in New Delhi on 
5th November this year, and is likely to be attended by delegations from 
most of the seventy-five Member States of the Organisation. With our 
colleagues from the Treasury, Foreign Office, Colonial Office and Duchy 
of Lancaster, we have been reviewing United Kingdom policy towards 
UNESCO, and have reached the following conclusions. 

2. United Kingdom Membership of UNESCO 

Our membership of UNESCO in the past has been largely a waste of 
money. We could have spent - and could now spend - our contribution of 
some £300, 000 a year to greater advantage on a bilateral basis. 

However, the Russians and their Satellites have now become active 
members, and they wil l certainly regard UNESCO as an instrument for 
furthering their own political aims. We consider (and the United States 
representatives and some of the Commonwealth representatives whom we 
have consulted agree with us) that we should not leave the field to the 
Russians, but should take the offensive in pressing our own point of view, 
and steering the Organisation in directions least harmful to us. 

3. General Policy at New Delhi 

In taking the initiative, as suggested above, we propose that the 
United Kingdom should adopt the theme of "Freedom for the Mind" as a 
basic criterion which should be met by all items in UNESCCs programme. 
We would also propose to put forward constructive proposals for substituting 
in the programme useful items for wasteful ones. We should simultaneously 
press for economies, and particularly for administrative economies, 
wherever possible. 

However, we have concluded that it will be politically impracticable 
to prevent any increase in the budget. The present budget is about 
$10 millions a year, and the Director-General (Dr. Luther Evans) is to 
ask at New Delhi for an increase of about million a year. (One half 
of this increase is accounted for by the cost of a new headquarters building ' 
now under construction in Paris - the building of which we consistently 
opposed). The United States seem ready to Support this increase, as the 
price for taking a positive, constructive line, and, although we should 
attempt to secure their agreement to a smaller figure (with a programme 



to match) we have concluded that the delegation should have the discretion 
to agree to a maximum increase of $\ million a year if it seems politically 
necessary to do so. The cost to the United Kingdom would be about 
£15,000 a year. 

4 .	 "Asian-Western Cultural Values" 

There seems no doubt that there will be strong Asian support at 
New Delhi for a project on the promotion of the "mutual appreciation of 
Asian and Western cultural values ". We have concluded that, particularly 
in view of the opportunities such an item would provide for the Russians 
(who have already indicated their support) we must also support it, and take 
the lead in offering constructive proposals. Representatives of the 
United States, and of Canada, Australia, New Zealand, India, Pakistan and 
Ceylon have expressed agreement with this view. 

We would, however, insist that the inclusion of this item should 
entail no further increase in the budget. 

5.	 United Kingdom Delegation to New Delhi 

The Conference will be politically important because it is being held 
in India, because of the strong interest which we expect the Russians to 
take in it, and because of its importance for Commonwealth relations and 
our relations with Asian countries as a whole in the short term. We have 
therefore concluded that the delegation should be led by a senior Minister, 
and recommend that this be the Minister of Education, and that he be 
supported by a strong team. 

6. We accordingly seek the approval of the Cabinet to the following:

(i)	 The United Kingdom should remain a member of 
UNESCO. 

(ii)	 We should be represented at the New Delhi General 
Conference by a strong delegation led by the 
Minister of Education. 

(ii i )	 The brief for the delegation should be based on the 
theme "Freedom for the Mind", and should include 
as its main objectives:

(a)	 as small a budget increase as possible, 
with a $1 million increase over two 
years as an absolute maximum; 

(b)	 positive support for the Asian-Western 
Project, subject to the financial 
limitations in (a); 

(c)	 reorganisation of the rest of the 
programme to substitute useful for 
wasteful items, together with 
administrative economies. 

H. ' 
D .E . 

27th July, 1956. 
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31st July, 1956 

CABINET 

NORTHERN IRELAND: SPECIAL AGRICULTURAL GRANT 
FOR 1956-57 

Memorandum by the Secretary of State for the Home 
Department and Minister for Welsh Affairs 

In November, 1953, the agricultural guarantee arrangements were 
changed to new arrangements based on a free market, in accordance with 
the policy outlined in the White Paper on Decontrol of Food and Marketing 
of Agricultural Produce (Cmd. 8989). It was then expected that producers 
in remote areas would receive lower returns than producers near to the 
markets, because of greater transport costs. There was particular 
anxiety amongst producers in Northern Ireland because so much of their 
produce has to be shipped across the Irish Sea and their transport costs 
are especially heavy. In recognition of the problem that would arise in 
Northern Ireland my predecessor made a statement in the House on 
10th February, 1954, in which he said:

"The Government do not expect Northern Ireland producers 
to carry the whole burden of a greater degree of price differentia
tion than that borne by other distant producers on the mainland. 
They have therefore decided that a financial adjustment should be 
made betv/een the two Governments, a grant, the amount of which 
will be determined annually, being placed at the disposal of the 
Government of Northern Ireland to use for the purpose of assist
ing the agricultural industry. " 

2. Subsequently, grants were determined for 1954-55 (£1,030,000) 
and 1955-56 (£1, 245, 000), It is now necessary to determine the grant 
for 1956-57. An official working group have sifted the relevant data 
about the prices realised in Northern Ireland and in Great Britain during 
the year 1955-56, on which the calculation of the grant for the current 
year must be based. The only commodities on which there is a 
differential to be considered in connection with the grant are fat cattle, 
fat pigs and potatoes. A note about the calculation for each commodity 
is annexed to this memorandum. There was disagreement between 
officials of the different Departments concerned about the amount of the 
award which should be given to Northern Ireland in the light of the 
agreed amount of the differentials. The following summarises the 
different viewpoints:

(i)	 The Ministry of Agriculture for Northern Ireland, 
supported by the Home Office, recommended an 
award of £1,491,000. 

(i i )	 The Ministry of Agriculture, Fisheries and Food 
recommended the award of £1, 133, 000. 



( i i i ) The Treasury and the Department of Agriculture 
for Scotland recommended £624,000. 

The United Kingdom Government Ministers concerned agreed on a settle
ment at £864, 000 based on an award of 9s. a cwt. for fat cattle, with no 
award for potatoes or pigs. The Financial Secretary was not convinced 
that on merits any increase over £624, 000 was justified, and agreed to 
£864, 000 only as a final settlement. 

3. This decision was communicated to the Northern Ireland Govern
ment, with the result that the Prime Minister of Northern Ireland, 
Lord Brookeborough, accompanied by the Minister of Finance and the 
Minister of Agriculture for Northern Ireland, came to London on 
23rd July to represent to the United Kingdom Ministers the grave view 
which the Government of Northern Ireland took of the smallness of the 
award. They foresaw acute difficulties arising in the Northern Ireland 
Parliament and thought that the view would be taken throughout Northern 
Ireland that the United Kingdom Government regret their original decision 
to assist Northern Ireland and were gradually "whittling away" the amount 
of the grant. They argued that it would be reasonable for the award to be 
based upon the same proportion of the ascertained differential as in the 
previous two years. United Kingdom Ministers concerned have held the 
view that each commodity should be examined on its merits and that a 
global calculation should not be made. 

4, The main point of difference between the Northern Ireland Govern
ment and ourselves is on potatoes. Because of the shortage last year 
high prices were received by producers throughout the United Kingdom, 
which were substantially above the guaranteed support price levels. On 
the other hand yields per acre were comparatively low, but on balance 
my colleagues and I took the view that no award was due for potatoes 
because of the high prices received. The Northern Ireland Government 
on the other hand think that an award should be made because even higher 
prices were received in other remote areas of the United Kingdom 
in particular the north of Scotland: and in the submission of the Northern 
Ireland Government it is the difference between these prices and Northern 
Ireland prices which matters and not simply whether the Northern Ireland 
producers have already done very well . 

5. The Financial Secretary is of the opinion that £864, 000 is the 
absolute maximum that should be awarded. He cannot see any reason 
why the British taxpayer should be required to provide a further £269,000 
to improve the already satisfactory price received by the Northern Ireland 
potato growers and he does not consider that any of the arguments 
produced by Northern Ireland Ministers justify any alteration in the 
figure previously agreed. But in view of the strong representations 
made by Lord Brookeborough and his colleagues about the political 
difficulties which would face them in Northern Ireland if we persist with 
an award of £064, 000, I am convinced that it is expedient to award a 
larger sum. The United Kingdom Government Ministers (with the 
exception of the Treasury Ministers) propose that the figure originally 
put forward by the Minister of Agriculture, Fisheries and Food, namely 
£1,133, 000, should be substituted. 

6. The Northern Ireland Ministers told us that they v/ere certain to 
be under heavy pressure about the amount of the award this year and 
there would be demands for them to reveal how the calculations were 
made. If the United Kingdom Government insist on an award of 



£864, 000, the Northern Ireland Ministers would be bound to inform the 
Northern Ireland Parliament that the amount of the award had been impose 
upon them in the face of their strong representations, and they might find 
it necessary to explain how the calculation had been arrived at. It seems 
to me highly undesirable that details of the calculation should be revealed, 
as the arguments which have to be taken into account in preparing the 
figures are extremely complicated and the figures are at times somewhat 
arbitrary, although I have no doubt they are substantially correct. The 
calculation of the award is a matter for the United Kingdom Government 
and it appears to be inappropriate for details to be revealed by Northern 
Ireland Ministers. I would suggest, therefore, that, if the higher award 
which I have mentioned is decided upon, we should, in communicating it 
to the Northern Ireland Government, make it on the conditions that they 
shall not reveal any details of the calculation, and that they shall not 
represent it as an imposed settlement. 

7. I ask my colleagues to decide on the amount of the award to be 
made to Northern Ireland for the current year and recommend that they 
adopt the figure of £1,133, 000. 

G . L/LJ. - G . 

Home Office, S .W.1. 

30th July, 1956. 



ANNEX 

NORTHERN IRELAND 

DETAILS OF THE CALCULATION OF THE 

SPECIAL GRANT FOR 1956-57 


Fat cattle 

The differential with England on which the previous grants were 
based was 9s. a cwt.; of this it was decided to award 5s. a cwt., giving 
£630, 000 for 1954-55 and £725, 000 for 1955-56. 

?... This differential in 1955-56 widened to 16s. a cwt. This is by
comparison of die producers in Northern Ireland with the average producer 
in England; to reach a comparison with the remote producers on the main
land it would be right to make some discount from the figure of 16s. a cwt. 
It is impossible to say what the amount of this discount should be, but it 
might be put at about 5s . to 6s . a cwt. To award as much as 10s. a cwt. 
would, however, bring the returns to producers in Northern Ireland above 
those of a significant number of producers on the mainland. Vfhilst the 
Ministry of Agriculture for Northern Ireland claimed 10s. 8d. a cwt. 
(a total of £1,024,000) officials of the Ministry of Agriculture, Fisheries 
and Food recommended an award of 9s. a cwt. which would represent the 
same proportion of the price differential with England as Ministers 
decided to award last year. (9s. a cwt. would give a total grant of 
£864, 000.) Officials of the Treasury and the Department of Agriculture 
for Scotland regard 10s. a cwt. (the standard price) as the maximum claim 
of the Northern Ireland producer and considered that not more than 
6s. 6d. of this should be awarded (giving a total of £624,000). 

3. The United Kingdom Ministers concerned decided to award 
9s. a cwt., giving a total award to Northern Ireland for fat cattle of 
£864, 000. 

Fat pigs 

4. The figures for 1955-56 show that producers in Northern Ireland 
received prices at least 3d. per score higher - not lower - than those 
received by producers in the area taken for comparison, namely, North 
Scotland, and officials agreed that no claim arises in the current year in 
respect of fat pigs. The Treasury and the Department of Agriculture for 
Scotland have maintained that, since Northern Ireland producers received 
more from pigs than Scottish producers, their advantage on this 
commodity should be offset against their disadvantage on other 
commodities. Officials of the Home Office and the Ministry of Agriculture, 
Fisheries and Food opposed this suggestion, since it cannot be maintained 
that the higher prices in Northern Ireland are due to the remoteness of 
producers from their market; rather they are "in spite of" that distance, 
and the advantage in the prices received by Northern Ireland producers 
must be the result of other factors, such as better quality and better 
marketing arrangements. 

5. The United Kingdom Ministers agreed to leave fat pigs out of 
account in determining the grant to be paid. 



6. The present support price arrangements for potatoes operated for 
the f irst time in the case of the 1940 crop and, when the special grant 
for last year was determined, there were no data on which any claim in 
respect of potatoes for that year could.be assessed; consequently, any 
award for this commodity must be considered for the two years 1955-56 
and 1956-57. 

7. The figures used by officials show that potato producers in Northern 
Ireland last year received about 36s. a ton less than producers in 
North Scotland. There is an accepted difference in the regional support 
price for Northern Ireland as compared with North Scotland of 10s. per 
ton, and the amount of the differential between North Scotland and 
Northern Ireland to be used for the calculation of the grant is therefore 
26s. per ton, which gives a figure of £273,000 for 1955-56 and £422,000 
for 1956-57 - a total of £700,000. Officials of the Northern Ireland 
Ministry of Agriculture, supported by the Home Office, recommended an 
award of two-thirds of this sum - a figure of £467, 000. The Treasury 
and the Department of Agriculture for Scotland thought that, in view of 
the high prices realised everywhere for potatoes, producers in Northern 
Ireland could not be regarded as having suffered any undue burden by 
reason of their remoteness, and thought that no award on potatoes should 
be made. Officials of the Ministry of Agriculture, Fisheries and Food 
thought that some allowance should be made for the fact that the high 
prices received last year were to some extent offset by the exceptionally 
low yield of the crop which was only some 6. 5 tons per acre compared 
with a normal yield of 7.6 tons. Allowing for this factor, officials of the 
Ministry of Agriculture, Fisheries and Food considered that a fair 
award on potatoes would be 10s. a ton - a total of £269, 000. 

8. The United Kingdom Ministers decided not to make any award for 
potatoes, but a majority now propose that the Ministry of Agriculture, 
Fisheries and Food figure of £269, 000 should be accepted. 

Summary 

9. The recommendations of the different Departments may, therefore, 
be summarised as follows:

(1) 	 The Ministry of Agriculture for Northern Ireland, 
supported by the Home Office:-

Fat cattle - 10 s. 3d. per cwt. - £1, 024,000 
Potatoes - 17s. 4d. per ton - £467,000 
Total - £1, 491, 000 

(2) The Ministry of Agriculture, Fisheries and Food:-

Fat cattle - 9s. per cwt. £864,000 
Potatoes - 10a. per ton £269,000 
Total - £1, 133,000 

The Treasury and the Department of Agriculture 
for Scotland:-

Fat cattle - 6s. 6d. per cwt. - £624,000 
Potatoes - Nil . 
Total	 £624,000 

http://could.be
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C A B I N E T 

ANGLO-AMERICAN TELEGRAPH COMPANY 

Memorandum by the Postmaster-General 

For some seventy years the telegraph cable service 
between the United Kingdom and the United States has been 
operated by two American companies,, One of these, the 
Western Union Telegraph Company, rents f i v e of i t s eight 
cables from the Anglo-American Telegraph Company, a British, 
company, registered in England but with i t s seat of management 
and control In Rhodesia^ There i s a ninety-nine year lease 
expiring in 2010 at an annual renta l of £262,500* 

2, Since 19/4.3 Western Union, which has a monopoly of the 
interna l telegraph system of the United States, has been 
under a statutory obl igat ion to divest i t s e l f of i t s overseas 
assets,, Western Union has been negotiating for the sa le of 
these assets to another American company, the American 
Securit ies Corporation, The negotiations involve purchase 
by American Secur it ies of the Anglo cables . Anglo have been 
offered a to ta l payment of $10-g- mil l ions but their d i rectors 
are holding out for $12^ mi l l i ons , I am to ld that there 
are f a i r prospects of the gap of $2 mi l l ions being bridged, 

3* The proposal w i l l mean the disposal of a Br i t i sh asset 
to American interests , Anglo are anxious to s e l l 0 They know 
that the cables are old and that modern technical develop
merits must mean that their value w i l l depreciate,, I understand 
that in the'Treasury vie?; there is no power under United 
Kingdom law, and probably none under Rhodesian law, to prevent 
the transaction, 

km I thought i t r ight to put the issue to the Chancellor 
of the Exchequer before the deal was completed and he has 
asked that the matter should be placed before the Cabinet^ 
The p o l i t i c a l issue apart , this i s a sensible commercial 
proposition which w i l l have no adverse effect on communica
t ions , and i s not in confl ict with Post Office development 
po l i cy . 

Co Ho 
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