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THE INTER-

1.

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS

NATIONAL
SITUATION.

said that the Cabinet woul^ have seen Sir William

Rus s ia.

Seeds'- Telegrams (Hos. 125, 127 and 128 fromfMoscow)
giving an account of his discussions with M.Molotov.

(Previous
Reference:
Cabinet 32
( 3 9 ) , Con
clusion 1*)

It appeared that M. Molotov, whose attitude did not
seem to be very helpful, took the view that if the
difficulty in regard to the Baltic States could not
be surmounted, the best plan might he that Great Britain,
France and the Soviet TTnion should enter into obliga-
tions limited to mutual assistance in the event of
direct attack by an aggressor on the territory of
one or other of the three Contracting Parties.
The Foreign Secretary S8.id that on the previous
Saturday a revised formula, which ha.d been agreed
with the French Government, had been communicated to
Sir William. Seeds (^elegrams 140 and 141 to M o s c o w ) .
Our -Ambassador, however, had reached the conclusion
that it would be wiser not to put this further draft
before M* Molotov until he (the Secretary o^ State)
had had time to consider it in the light of the
Soviet Gove^n^ent's reply (Telegram N o . 131 from
Moscow).

A long telegram, had now been sent to oar

Ambassador ' Telegram N o . 142 to Moscow) setting out
our comments on M. Molotov's aide -memo ire and,
explaining the disad.vanta.ges of a. Tripartite Treaty
between Great. Britain, Prance and Russia, confined
to the case of direct, attack by an aggressor on the
territory of one of the three Contracting Parties.
It had been left to Sir Jilliam Seeds' discretion
to decide whether to submit the revised draft to
M , Molotov or whether he should" invite M , Molotov 
to suggest an. alternative dra.ft.

The Foreign Secretary said that, as the result
of reports from Moscow and of an interview which a
3oumaiist had had in London with M . Maisky, it had
become clear that Russia attached great importance
to the inclusion of a provision against the conelu
sion by any of the Contracting Parties of a separate
armistice or peace.

This matter had been considered

by the Foreign Policy Committee at their Meeting
held the previous morning, at which, after full
consideration, he had been authorised to inform our
representatives in M O P COW that if agreement could be
reached on all other matters, and this was the only
outstanding point, we would be prepared to accept
the inclusion of a provision on the lines proposed
by the Russian Government.
that the inclusion o

r

It w a s , no doubt, clear

a provision on these lines was

open to certain objections.

Nevertheless, the Foreign

Secretary said that the inclusion of such a proviat*Mt
would not cause him much anxiety.

If, for example,

the Russian Government sought to keep this country
fighting for some fantastic object, common sense
would, he thought, re-assert itself.
The Foreign Secretary concluded by saying thai,
provided Russia was really keen on reaching an agree
ment, he thought that there were no outstanding points
which were likely to give rise to difficulty.

The

fact that M . Molotov had suggested that, as an alter
native, France, Great Britain and Russia should, sign
a Tripartite Treaty confine^ to the case of direct
attack by an aggressor on the territory of one of the
three Contracting Parties, w a s , he thought, some
indication that M . Molotov was not seeking for an
excuse to break off the negotiations.

G
THE PRIME MINISTER invited attention to Telegram
No. 256 from Berlin reporting that front-page
prominence had heen given in the German Press of
the 17th June to a "Deutsches Nachriehten Biiro" message
from London claiming to give the true -background, of the
negotiations with the Soviet Union.

This report,

which was wholly misleading, said that "the Soviet
negotiators were demanding a bindinp British assur
ance in the event of Soviet. Russia., in fulfilling
her obligations in respect of assistance to Great
Britain, becoming involved in a conflict with Japan"
The Prime Minister asked wise the r the Foreign
Secretary had taken any steps to deny the accuracy
of this report,
TEE SECRETARY OF STATE FOR FOREIGN AFFAIRS said
that the report had been denied in Russia, but he
agreed that it would be desirable that we also should
take steps to deny it here.
The Cabinet took note of the statement
by the Secretary of State for Foreign
Affairs.
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THE INTER2 . THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
NATIONAL
SITUATION (COM"D.) said that, at their Meeting the previous day, the
Poland *

Foreign Policy Committee had had before them the
draft of an Agreement with Poland.

(Previous
Reference:
Cabinet SI
(39) Con
clusion 2,)

This draft was

intended to replace the temporary Agreement con
cluded. during Colonel Beck's visit to London in
April, and was largely based on the summary of
conclusions of the Conversations held in London on
the 4th and 6th April between Colonel Beck, the
Prime Minister and the Foreign Secretary ( C P . 83( 39)).
For the most part, the points ra.ised were
matters of drafting, and no important issue of
principle was involved.

As regards procedure, it

was intended to discuss the draft with the French
Government, and, subject to their observations, to
submit it to the Polish Government, with a view to
final settlement of the text in London.
The Cabinet took no+e of this
statement.

5.

THE SECRETARY OF STATE FOR FOREIGN AFFAIRS

read to his colleagues the latest situation
report received from Tientsin (Telegram No.256).
On the 19th June, two telegrams had
been despatched to our Ambassador in Japan
(Telegrams Nos. 301 and 306 to Tokyo) dealing
with various suggestions which Sir Robert Craigie
had made the previous day (Telegrams N o s

9

594

and 595 from Tokyo) as to the line of approach
r

vfhich he might adopt with a vie'- to getting
negotiations started at Tokyo to relieve the
situation and authorising him to proceed on the
lines proposedo
The Foreign Secretary said that a telegram
had been received on the 20th June (Telegram N o
614

0

from Tokyo) reporting Mr, Arita.'s reception

of Sir Robert Craigie's suggestion.

The

Japanese Minister for Foreign Affairs said that
there was a very strong feeling that the matter
should be settled locally,,

The Foreign

Secretary also read out telegram No. 620 from
Tokyo, a copy of which is incluled in the
Secretary's standard file of Conclusions.
Continuing, the Foreign Secretary said
that he did not think that there was much which
could be done until we learnt the outcome of
Sir Robert Craigie's approach.

He was hopeful

that we should be able to open negotiations in
Tokyo, or, if not, in Tientsin, but he was
afraid that the latter was more likely than the
former,

THE LORD CHANCELLOR suggested that the Japanese
Government might hold that a Tribunal of Three which
included a representative of the United States Government
would be likely to be influenced against them.

He asked

whether there was any way of making the suggestion more
palatable to the Japanese,
THE FOREIGN SECRETARY said that so far as concerned
the four men, whose surrender the Japanese Government
demanded, he doubted whether we should persuade the Japanese
Government to accept the proposed Tribunal of Three, which
they regarded as a deliberate attempt to bring in some
other party who would become embroiled in the dispute.

He

thought that a settlement on this particular point could
only be reached if we satisfied ourselves that our original
decision had been a wrong one and that the right course
was now to surrender the men.

In this connection, he (the

Foreign Secretary) referred to a recent telegram from
Tientsin (Telegram No. 214 of 11th June) which suggested
that Mr. Jamieson had at one stage given the Japanese
authorities to understand that the date and method of
handing over the men were questions which would be settled
in due course.

In effect, therefore, it seemed possible

that Mr. Jamieson had promised that the men would be handed
over.

The point was not altogether clear, b u t , if we were

satisfied that this was the case, he thought that we must
admit that we had made a mistake.
Discussion ensued as to who should carry on the
negotiations if they took place in Tokyo,
we

The Cabinet

re reminded that Admiral Kelly had played a prominent part

in settling the Shanghai troubles.
in

It was suggested that

the services of the Admiral in Command of the China Fleet
(Vice-Admiral Sir Percy Noble) might be used in this
connection.

THE CHANCELLOR OP THE EXCHEQUER said that it had
been suggested to him that one reason why the Japanese
were taking this action was that, if they could get a
measure of control over the British Settlement at
Tientsin, they would have a much better chance of
establishing their new currency in North China.

At

the present time, Chinese dollars were freely
accepted in the Concession area.
THE FOREIGN SECRETARY said that it was clear
that if the currency question were raised, it was not
one which could be settled by discussion between the
Japanese and British Governments only, nor was it a
matter which was susceptible of discussion at Tientsin.
Food Supply.

THE SECRETARY OF STATE FOR FOREIGN AFFAIRS said
that his Department had invited the Admiralty to examine
What steps could be taken by our Naval Forces to deal
With the food supply question in Tientsin if it should
become serious.
THE PRIME MINISTER said that he understood there
were plenty of stored foodstuffs; the shortage related
to perishables.

It appeared that the garrison had made

an expedition into the neighbourhood and had returned
with a lorry-load of vegetables^

Judging, however,

from the statements made in the Press, the Japanese 
were likely to bring pressure to bear on Chinese
farmers to refuse supplies, and, if so, the shortage
might recur.
THE FIRST LORD OF THE ADMIRALTY said that
destroyers could not get up to Tientsin, as they could
not turn in the river there.

He would take steps to

have the possibilities of naval assistance in the supply
Of foodstuffs examined.

letaliUioav
igasures.

TEE PRIME MINISTER said that this matter had been
examined and a report made to the Foreign Policy Committee.
This report indicated that none of the suggestions made
would be really effective unless we had the co-operation
of the United States of America.
this conclusion.

The French concurred- in

Further, it was no use embarking on a

policy of retaliation unless we were prepared to impose
sanctions which would be effective.

If this happened,

the Japanese might be stung to retaliate, and it was
therefore wise, before deciding to apply sanctions,to
examine the strategic situation.
Strategical
Situation.

The Chiefs of Staff had accordingly been invited
to consider the general position and their Beport had
been of a discouraging nature.

It seemed clear that our

right course was to endeavour to reach a settlement with
the Japanese, rather than to embark on measures of
retaliation which might involve us in sending out. a Battle
Fleet to the Far East at a later date.
The Prime Minister referred to an important point
which had been brought out in the report made by the
Chiefs of Staff,namely, that if we decided to embark on
severe retaliatory measures, it would be necessary that
we should first withdraw the

China

Fleet from the

Northern Chinese ports to some safer place.

We should

also have to evacuate the civil population from the
Concession areas and we should possibly have to abandon a
number of river gunboats and our garrisons in North China.
In the view of the Chiefs of Staff it would be a grave
mistake to leave vessels of the

China

Fleet in places

where they could be blockaded by the Japanese.
In the second place, it had been thought right
to consider the situation which would arise if the
situation with Japan became intolerable and strong action
on our part became inevitable.
-8

He had asked the

Minister for Co-ordination of Defence to arrange for
a Paper to be prepared, for submission to the Defence
Plans (Policy) Committee, as to the action which we
should take if this situation ,arose.

It was clear

that the situation would have important repercussions
on our position in the Eastern Mediterranean.

It

was clear that the right course was to reach a
settlement of the Tientsin dispute, provided that the
settlement was consistent with our honour.

This

conclusion was supported by the consideration that,
although there was no reason to believe that the
present episode was inspired by the Germans, it was
impossible to believe that if we became involved in
the Far East, Germany would not take advantage of the
situation.
THE SECRETARY OF STATE FOR WAR referred to the
passage in the Report made by the Chiefs of Staff to
the Foreign Policy Committee (F.P.(36)96), in which
reference was made to the degree of assistance in the
Far East which we might derive from the Russian
Government

a

THE PRIME MINISTER said that this aspect of the
matter would be borne in mind.

He thought, however,

that the position of the United States was more
important.

It was represented, however, that it was

impossible for the United States Government to afford
us much assistance over the Far Eastern dispute without
PR.35C^)i.

Jeopardising the prospects of the passage of the Bill
amending their neutrality legislation,,
THE MINISTER OF HEALTH mentioned that the Advisory
Committee on Trade Questions in Time of War were meeting

on the following day and asked whether it was
desirable that the Committee should consider various
papers which had been referred to them dealing with
the possibility of retaliatory measures against
Japan.
THE PRIME MINISTER thought it was desirable
that the Committee should examine the position.
The Cabinet took note of the above
statements.

THE INTERNATIONAL
SITUATION (CONTD.)

4.

THE SECRETARY OP STATS' FOR FOREIGN

AFFAIRS said he had no further progress to
Italian Relations with
Prance.

report on this matter.

When Sir Eric

Phipps had been in London recently, he had
(Previous Reference
Cabinet 31 ( 3 9 ) ,
Conclusion 4 ) .

asked the Prime Minister's permission to be
allowed to handle this matter personally.
Sir Eric thought that a short delay of, say. a
fortnight might be advisable

c

During that

period it was hoped that the Turkish and
Russian pacts would be concluded and the
French Parliament was expected to rise.
Sir Eric J?hipps had also enquired our attitude
1

in regard to Italy s Suez Canal claims..

It

was proposed to reply that our attitude was the
same as what we believed to be the French
attitude, namely, that we should make no
concessions unless we were convinced of the
good faith of the Italian Government.

That

however need not prevent us from discussing
the matter with representatives of the Italian
Government.
The Cabinet took note of this statement.

THE INTERNATIONAL
SITUATION ( c e n t d ) .

5.

THE SECRETARY OF STATE FOR FOREIGN

1

AFFAIRS said that the latest suggestion made
Relations between
France and Spain.

by the French Government had been that they
would surrender the Spanish gold provided the

(Previous Reference
Cabinet 31 (39)
Conclusion 6.)

Spanish Government would undertake to accept
the immediate repatriation of 50,000 of the
Spanish refugees now in France and of the
remainder (230,000) within three months.
This suggestion was not very helpful.
As regards the litigation respecting
the Spanish securities in this country, the
Lord Chancellor had written a letter to
him (the Foreign Secretary) promising to
take what steps he could to accelerate
the hearing of the action.

This letter

had been sent to the Duke of Alba who had
expressed his satisfaction.
THE LORD CHANCELLOR said he would be
glad if the Foreign Secretary would ask
the Spanish Ambassador in London to make
sure that the p l a i n t i f f s solicitors in the
case took all the action which was necess
ary on their part to ensure an early trial
of the case.
THE FOREIGN SECRETARY took note of
this request.

1

THE INT ERNM 1ONAL
SITUATION (contd. )

6.

THE PRESIDENT OP THE.-BOARD -QF-TKAD1T

asked the Foreign Secretary for his views
Relations with
Spain.

as to the present attitude of the Spanish
Government to this country particularly in

(Previous Reference
Cabinet 32 (39)
Conclusion 6.)

regard to the negotiations on commercial
matters.
THE FOREIGN SECRETARY said that
there was some evidence to show that
General Franco wished to keep out of the
Axis.

He thought that it was desirable- tha-fc-

discussions and. negotiations with Spain
should proceedo
THE PRESIDENT OF THE BOARD OF TRADE
said that a representative who had "been
sent to Burgos immediately after the
conclusion of the Civil War to deal with
negotiations on commercial matters had
been somewhat coldly received and it had
therefore been decided to leave m a t t e r s i n — 
suspense for the time being.

He would be

glad to get negotiations on commercial
matters started as soon as the- prospects
were favourableo

ISH FINANCIAL
ISSION.

7.

THE CHANCELLOR OF THE EXCHEQUER

said that he had had no detailed conversations
previous Reference
abinet 32 ( 3 9 ) ,
tem 8.)

with Colonel Koc as to the extent of the
financial assistance asked for by Polando
He understood, however, that Colonel Koc's
demands amounted to requests for assistance
totalling £60,000,000.

These requests fell

under three heads, first, demands for goods
which could be purchased in this country.
Provided that the supply could be arranged, he
hoped that these demands would not present great
difficulty.

Secondly, demands for financial

help for articles to be purchased abroad.

This

involved the provision for Poland by this
country of foreign exchange.

Thirdly,

financial help to assist Poland to balance
her Budget, or to meet certain domestic
obligations and responsibilities as, for
example, to enable her to employ more men in
her war factories.

The total of the demands

put forward was formidable and disturbingo
The Cabinet took note of this
statement, discussion of which
took place under the ensuing
item.
(Conclusion 8, b e l o w ) .

- Ik

EXPORT' CREDITS
LEGISLATION.

8.

The Cabinet had under consideration a

Memorandum by the President of the Board of Trade
(Previous
Reference:
Cabinet 1
( 3 9 ) , Con
elusion 6.)
,

,

" 3*6 0*7)/?).

( C P . 135 (39)), in which he pointed out that under
Section 4 of the Export Guarantees Act, 1939, the
aggregate liability at any time in respect of non
commercial guarantees given under that section was
limited to £10 millions, and that at the 41st Meeting
of the Foreign Policy Committee it had been agreed to
approve in principle a proposal that authority should
be sought to increase that limit by an amount to be
determined by the Chancellor of the Exchequer and the
President of the Board of Trade,,

The immediate need

for legislation arose from decisions to grant non
commercial credits to the amount of £5 millions to
Roumania, and of substantial sums in other cases, which
entailed commitments far exceeding the present limit.
After consultation with the Chancellor of the Exchequer
the President was satisfied that it was essential to
obtain the necessary legislation before the Siiiimer
Recess.

The amount of the increase which Parliament

would be asked to sanction would be dependent on the
course of discussions which were taking place with the
Polish Delegation, and he proposed that the Chancellor
of the Exchequer and the President of the Board of Trade
should be authorised to decide, in consultation with the
Secretary of State for Foreign Affairs, on the exact
figure required.

The only other-material provision

would be a clause to enable the Treasury to arrange
finance for promissory notes, etc., guaranteed by the
Department at times when those notes could not be
marketed on advantageous terms.

The President therefore

asked for the concurrence of his colleagues in the
t

introduction of this legislation, and for the
authority to bring a draft Bill before the Committee of
Home Affairs at the earliest possible date.

- 15 -

'

\

THE PRESIDENT OP THE BOARD OP TRADE referred briefly to
the main points in his Memorandum.
THE SECRETARY OP STATE FOR DOMINION AFFAIRS said that
there was some indication that opinion in New Zealand was be
ginning to contrast the readiness of this country to help
foreign countries with its attitude towards the Dominions.
Mr. Nash, who was now in this country, wanted money for three
purposes- to meet a maturing loan, to balance his budget and
for defence purposes.

He thought that the possibility that the

last-named requirement might be met by the Export Credits
Guarantee Scheie should be borne in mind when consideration
was given to the question of a revised limit for the non*
commercial credits under Section 4 of the Act of 1939.

There

was also the consideration that M r . Nash was in touch with the
Labour Opposition.

He thought that it was important that M r .

Nash should not leave this country without having secured some
help to meet his needs.
THE PRESIDENT OF THE BOARD OF TRADE rather doubted
whether New Zealand would welcome the grant to her of an ex
port credit under a scheme which implied that she was not
credit-wo rthy.
THE MINISTER FOR CO-ORDINATION OF DEFENCE said that a
recent Report of the Chiefs of Staff made it clear that,looked
at from the defence point of view, New Zealand's defence prob
lems were of minor importance as compared with the defence
problems which faced us in Europe.
In the course of discussion, reference was made to the
scheme which New Zealand had agreed to operate for the train
ing of recruits for the Royal Air Force.

It was agreed that

this was a valuable form of assistance and that the scheme
which New Zealand had accepted was favourable to u s .
THE PRIME MINISTER thought that the New Zealand aspect
of the matter would be met if the President of the Board of
Trade undertook to consult with the Dominions Secretary in
addition to the other Ministers named in his Memorandum, when
deciding the exact amount of the increased figure for n o n 
commercial guarantees which Parliament should be invited to
sanction.

This course was agreed to.

THE SECRETARY OP S^ATE FOR FOREIGN AFFAIRS said
1

that he welcomed the proposals in the President s
Memorandum, and he would like to set out some of the
considerations which he thought should be borne in
mind in settling the new limit to be included in
the Bill.
On the political side we were living in what
was virtually a state of concealed w a r .

vVe were

engaged in an attempt to form a coalition of actual
or potential allies.

We had already given some

measure of financial help to Poland, Greece, Roumania
and ^urkey, but of a kind. and. in a degree which he
thought corresponded to their commercial rather than
to their military requirements .

He thought, that the

time had come when the financial help which we
afforded, to Poland and Turkey must be regarded from,
the military rather than from, the commercial point
of view.

The same applied, though perhaps in a

rather less degree, to Greece and Rouraania,

He

thought that it was illogical to enter into under
takings with these countries if we did not at the
same time assist then? to be strong militarily.
These four countries —
a.n^ Roumania. —

m

Poland, u r k e y , Greece

he would place in the first category.

The second

category woul^ consist o^ Portugal, Egypt

and. Iraq —

countries allied to us, but less immedi

ately threatened.

The third

category would

consist

of countries such as Yugo-Slavia and Bulgaria, and
perhaps Spain, which were wavering between the
Rome-Berlin Axis and the democratic countries, but
which might turn in the right direction i^ given
suitable help.

The fourth category would, include

Afghanistan an^ Saudi-Arabia —

countries which were

unlikely to Join the enemy, but which, for various
reasons, we should wish to support.

Turning to particular countries, the Secretary
of State thought tfiat Poland would require a grfcfci
deal of assistance.

It could well be claimed that

the whole future of Europe might depend upon Poland
being sufficiently strengthened to resist attack by
Germany.

It was clear that this was dependent upon

immediate material and financial help being forth
coming .
It was true that we had given substantial help to
Turkey.

In his view however this did not mean that we

should afford, no further help.

Both on political

and strategic grounds Turkey's importance \va.s very
great.

There were already indications that the

conclusion of a satisfactory political agreement
with ^urkey might well be dependent upon the
conclusion o^ a sa.tisfa.ctory financial agreement.
He hoped, therefore, that discussions with the
Turkish representatives would start on the basis
that, while we could not meet all the Turkish
requests, we hoped to he able to meet some of them.
The Foreign Secretary said that, apart from the
question of the amount of the increa.se which
Parliament should be aske* to sanction, there were
certain important points in connection with the new
Export Credits Pill which he thought required
further consideration.

These were as follows

(l) That any new legislation should -be
drafted so as to make it possible
for countries which we wished to help
to obtain essential armaments from
third countries:
(S) That any new legislation should be
drafted, so as to make it-possible
for countries which we wished to help
to obtain essential raw materials from
the British Empire and, in emergency,
from third, countries:

(3) That we should consider what part of
the increased demands from our allies
should be met by Export Credits, and
what part might have to be met by
loans.
THE CHANCELLOR OP THE EXCHEQUER said that he had
held -two meetings with the colleagues who were
associate^ with him in considering our financial
position.

A draft statement was in course of prepara

tion, which, it was thoueht, would provide the most
useful form, of document, for Submission to the Cabinet,
dealing with the financial situation,

He hoped that

it would b e possible for a third meeting to be held
in the ensuing week, to consider this document, and
it would be of assistance if, at that, meeting, he
and his colleagues could have before them, a statement
as to the total amount, of further assistance by way
of credits which the Foreign Office thought would, be
necessary.
He entirely agreed with the Foreign Secretary's
view that it was essential that, we should do 
the utmost in our power to meet these demands.

He

was not sure, however, that the rea.l na.ture of the
problem was always appreciated.

Thus, recently in

connection with certain d.ema.nd.s of this nature, the
expression had been used that "the sacrifice must be
made".
view.

This, he thought, wa.s fundamentally a. false
The real question was how much was it within

our power to do, even at the cost of weakening our
own position.

In a. given instance it might be a

question of whether we ought to give certa.in a.ssist
ance at the cost of reducing our own powers of
resistance in war by a. given period.

As showing the

great increase in demand? made upon u s , the Chancellor
pointed out. that in the previous January the Foreign Office
had agreed to an allocation of non-commercial credits

amounting to £10 millions.

Judging by the list of

countries which the Foreign Secretary had cited,
there would seem to be no limit to the demands which
might now be made upon u s

0

He was unwilling to run

the risk of doing irreparable injury to the country
by considering these demands individually, and he
therefore urged the Foreign Secretary to let him have
a list showing the total amount of non-commercial
credits which he now regarded as necessary.

He could

then discuss this list with the colleagues who were
associated with him in considering our financial
position.
The proposal that we should help, say
Poland or Turkey to buy arms or raw materials from
foreign countries involved us in the provision of
foreign exchange^

We could not continue to afford

the loss of gold at the present rate, and he did not
know by what means we could secure the necessary foreign
exchange.

He could not express any more definite view

until he and his colleagues had had an opportunity of
considering these demands for special credits as a
whole.
THE SECRETARY OF STATE FOR AIR said that he
was grateful to the Chancellor of the Exchequer for the
Memorandum which the Cabinet was to receive on the
financial position.

He hop^d

that this Memorandum

would also deal with the financial position in Germany.
It would be useful to know the Treasury view as to how
long Germany could continue to spend money on armaments
at the present rate.

Further, if it appeared that the

German financial situation was better than ours, we
should have to consider whether we should have to make
some alteration in our own system.

THE MINISTER WITHOUT PORTFOLIO referred to
the powers in the Ministry of Supply Bill dealing with
"blockade buying", namely, provisions to enable the
Minister to purchase supplies of materials, etc.,
required for the public service, which would otherwise
be exported to foreign countries.

If these powers

were extensively used, considerable expenditure would be
involved.
THE SECRETARY OF STATS FOR WAR referred to
the Delegations from Turkey, Poland and Portugal which
were at present in this country, all with demands for
munitions.

Demands from Roumania were also anticipated.

General Weygand, after his recent tour to the Near East,
had expressed the view that there should be a division of
labour in this matter between the major Powers, and he was,
fortha?, of the opinion that Russia should supply the countries
in Eastern Europe with arms and raw materials.

The

Secretary of State thought that we should arrange with
the French the best means of dealing with the demands
made on both our countries by other foreign countries.
THE PRESIDENT OF THE BOARD OF TRADE said that
any scheme to enable a foreign country to purchase
raw materials or armaments in a third country was really
tantamount to a loan and could not be grafted on to an
Export Credit Guarantee Bill.

As regards the general

questions referred to by the Foreign Secretary, he thought
that it was more important to look at the immediate
future than to consider the more distant future.

As one

of the Chancellor's colleagues associated with him in
considering the financial position, he appreciated the
difficulties of our present system.

He thought, however,

that this might lead to the conclusion not that the demands
on us must be reduced, but that we might have to face
drastic changes in our own system.
-21

THE H O M E S E C R E T A R Y said that he was
particularly impressed with the two following points:
first, the difficulties of the exchange position and,
secondly, the difficulty of finding any halfway house
between our own system and the Totalitarian system.
THE MINISTER

OP LABOUR

thought that it was of

the utmost importance to examine more closely than had
hitherto been the case, the prices which

were being

payed under the rearmament programme.
In the course of further discussion, THE FOREIGN
SECRETARY

referred to three further telegrams which had

just been received from our Ambassador in Turkey
indicating that strong pressure ?/as being brought to
bear on us to meet Turkey's financial and economic needs.
The Foreign Secretary thought that it would be
of advantage to the Cabinet to have before them the
review of the financial situation promised b y the
Chancellor of the Exchequer.
THE MINISTER

FOR CO-OHDINATIOK

OF DEFENCE said

that he had had some discussion with General Gamelin
with regard to the demands made on us and on France by
allied countries.

His discussion, however, had dealt

not with the financial but with the strategical issues,
namely, whether the French would prefer that we should
supply raw materials to, for instance, Poland at the
expense of reducing our own rearmament programme.
THE

CHAKCELLOK

OF

THE EXCHEQUER

undertook

to bear in mind the points referred to by the
Secretary of State for Air.

The main difference

between our system and the German system was that,
under the latter, the Government had power to fix
wages and every person in the country could be

compelled to act exactly as the Government desired
1

under pain of being thrown into a concentration
camp.

Hours had been lengthened and any profits

earned were at the disposal of the Governments
The Cabinet agreed:
(l) To authorise the introduction
as soon as po sible of Export Credits
Legislation 
(a) to increase the limit of £10
millions in respect of non
commercial guarantees under
Section 4 of the Export
Guarantees Act, 1939;
(b) to enable the Treasury to arrange
finance for promissory notes, e t c
guaranteed by the Department at
times when those notes could not
be marked on advantageous terms:

Sj)

(2) That the amount of the increase referred
to in l(a) should be settled by the
Chancellor of the Exchequer and the
President of the Board of Trade, in
consultation with the Secretary of
State for Foreign Affairs and the
Secretary of Sbate for Dominion Affairs:
(3) To invite the Secretary of State for
Foreign Affairs to submit to the
Chancellor of the Exchequer a statement
indicating the amount of additional
non-commercial credits which, in his
view, should now be granted and the
countries concerned. This statement
would be considered by the Chancellor
of the Exchequer and the colleagues who
were associated with him in considering
the financial position.
(4) To invite the Chancellor of the
Exchequer and the Secretary of State
for Foreign Affairs to take into
consideration the point raised by
the Secretary of State for War in
regard to proposed common action by
the French Government and ourselves
in dealing with the demands made by
foreign countries for armaments and
financial assi stance
a

9

The Cabinet had before them a Memorandum

0

by the President of the Board of Education
( C P . 13h ( 3 9 ) )

regarding the provision of

Voluntary Senior Schools in L i v e r p o o l

The past

history of this problem was set out and a copy was
attached of a scheme worked out by a local
Committee (containing representatives both of the
local authorities and of all the religious
denominations concerned) with a view to solving the
difficult problem of proper school accommodation in
Liverpool, particularly for the large Roman
Catholic population

5

and bringing to an end the

deplorable conditions which had existed for some
years.

The essential features of this scheme,

which had received the approval of the Liverpool
Education Committee and of the City Council, were
as follows
(a)

The Authority would themselves provide
school sites and buildings in substitution
for those for which the denominational
school authorities submitted proposals
under the Education Act, 1936, within
the time limits allowed by Section 8 (2)
of that A c t , and would lease the school
premises so provided to the denominational
authorities on terms to be approved by
the Board:

(b)

The appointment of teachers in the leased
schools would be in accordance with the
provisions of Section 10 (l) of the
Education Act, 1936, the proportion of
r;oserved" teachers at each school being
arranged in accordance with the
circumstances of the school.

!

The approval of all the diverse local
elements concerned had been obtained to a scheme
on these lines and the President therefore suggested
to his colleagues that, in view of the peculiar

.

conditions obtaining in Liverpool, which constituted
a large-scale social as well as educational problem,
the proposed scheme should be accepted and that an
-24

announcement should he made that the Government
were prepared to legislate to chat end.
THE PRESIDENT OP THE BOARD OP EDUCATION
explained the main points in his Memorandum.

He

thought that it had. been a remarkable achievement for
agreement to he reached by representatives of
interests which were normally irreconcilable.

He was

satisfied with the scheme put forward for the
solution of a serious problem which had existed for
many years.

He thought it would be wrong to take the

responsibility for refusing to accept a suggestion
which would put an end to this very difficult
situation.

At the same time, he thought it was

important to make
Government;

clear the position of the

namely,that they accepted the solution

which the Liverpool Education Committee pressed
for.

It was of the utmost importance that the scheme

should be approved in the course of the present
Summer.

This could only be done if the Liverpool

Members of Parliament made it clear to the representa
tives of the different Parties in the House that it
was their desire that the scheme should go through as
an agreed measure, possibly after l l 0 p.m.
o

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
agreed that the solution was a wise one.

The origin .

of this case lay in the action of a local authority
which had refused to avail itself of the provisions
of the 1936 Act.

This state of affairs was not

peculiar to Liverpool and the same situation had
arisen in, for example, the West Riding of Yorkshire.
He hoped that the door might be left open to similar
action being taken if other authorities, who had not
availed themselves of the Act of 1936, were prepared

to reach agreement on the lines of the Liverpool
scheme.

Prima facie, he thought that the scheme

which was being applied to the Roman Catholic
schools in Liverpool should also be regarded as
applicable to Church of England children.
In the course of the discussion which ensued
the view was generally expressed that, if any attempt
was made to extend the Liverpool scheme to other
parts of the country, the whole basis, of agreement
wotxld break down.

It was also pointed out that the

conditions at Liverpool, where there was a large
homogeneous Roman Catholic population, did not exist
in other parts of the country.

The view was also

expressed that it was extremely desirable to get the
p r e s e n t agreement accepted as quickly as possible.
After further discussion, the Cabinet agreed:
(l)

To authorise an announcement to the
effect that His Majesty's Government
were prepared to accept the scheme
proposed, and to introduce legislation
to give effect to it.

(2)

To authorise the drafting of a Bill
for consideration by the Home Affairs
Committee, with a view to its intro
duction this Session on the under
standing that the B i l l s progress
this Session would depend upon its
being accepted as an agreed measure.
r

BARTER
NEGOTIATIONS
WITH THE
UNITED STATES
OF AMERICA.

10.

THE PRESIDENT OF THE BOARD OF

(Previous
Reference:
Cabinet
32 ( 3 9 ) ,

it had "been agreed that the price "basis

TRADE said that throughout the negotiations with the United States Government

should be the average price prevailing

Conclusion 12) in the first four months of the current
year.

Recently, cotton prices had

risen, but rubber prices had remained
relatively stable.

If, therefore, the

agreement was signed on the present
basis, it would appear as though the
United States was losing approximately
ft 2,000,000 on the deal, assuming that
the total volume of cotton and rubber
covered by the transaction were valued
at present-day prices.

Such a basis

was, however, quite unreal.

It was

evident that the price of cotton in the
United States was fictitious and was
being deliberately maintained by the
United States Government above the
world price.

A fall in cotton prices

in the United States of America in the
near future was almost inevitable.
Rubber prices, on the other hand, were
probably too low and were likely to rise
as soon as the terms of the agreement
were published.
The true position was, therefore,
that the present price basis in the agree
ment operated in a manner ^favourable

to us

The United States Ambassador, however, Was
pressing for an alteration which would make
matters worse for us; namely, the adoption as
the price basis of the average price over
the period 1st January, 1939, to the date
of the conclusion of the agreement.
This would me em an advantage of some
8600,000 to the United States.

It was

represented that this was a point on
which the United States Government might
be prepared to break off negotiations. O n
merits,

the concession asked for should

be refused.

In view, however, of the

importance of our relations with the
United States at the present time, he
thought it right to bring the matter to
the notice of his colleagues.
At the suggestion of the Prime
Minister, the Cabinet agreed:That this matter should be deter
mined by The Prime Minister.
The Chancellor of the Exchequer.
The Secretary of State for
Foreign Affairs and the
The President of the Board of
Trade,
in consultation.

FINANCE BILL,
1939,

11.

THE CHANCELLOR OP THE EXCHEQUER informed.

his colleagues of an alteration which he proposed
(Previous
Reference:
Cabinet 22
( 3 9 ) , Conelusion 2. )

t

o

make in the Finance Bill.
, .,
.
.^
^
.
* accordance with precedent, the terms of this
n

1

x

J

alteration are not recorded in the Cabinet Conclusions.

Richmond Terrace, S.W.1,
21st June, 1939.

A N N E X .

NO DISTRIBUTION.

Sir R. Graigie (Tokyo).

Decypher.

June 20th 1939.
D. 10.55 p.m.

June 20th 1939.

R.

June 20th 1939.

4.30 p.m.

No. 620.

MOST SECRET.

I have had a personal message from the Prime
Minister saying that he is interesting himself at the
moment closely in Tientsin affairs and that he favours
a conference in Tokyo confined purely to the local
issues involved.
The army in China are however holding out for
negotiations in Tientsin and as controversy falls within
the category of "defence questions" they constitutionally
have the last word in deciding the venue.
Decision is likely tomorrow.
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Meeting of the Cabinet to he held at No.10
Downing'Street, S.W.I., on WEDNESDAY, 38th
JUNE, 1939, at 10.30 a. m.
AGENDA.
1.. FOREIGN AFFAIRS.

2. DEFENCE OF INDIA.
(Reference Cabinet 18 (39) Conclusion

8.)

Report of the Expert Committee, 1938-39.
C P . 133 (39) - already circulated.
Report of Cabinet Committee,
C P . 138 (39) - circulated herewith.

3. PALESTINE AND THE PERMANENT MANDATES COMMISSION.
(Reference Cabinet 28 (39) Conclusion 5.)
Statement by the Secretary of State for the
Colonies.

4. MILK INDUSTRY BILL.
(Reference Cabinet 32 (39) Conclusion 10.)
Joint Memorandum by the Minister of Agriculture
and Fisheries and the Secretary of State for
Scotland, covering draft Bill.
H.A. 26 (39) - circulated herewith.
14th Conclusions (39) of Committee of Home
Affairs - to be circulated.
Joint Memorandum by the Minister of Agriculture
and Fisheries and the Secretary of State for
Scotland, covering draft statement as to further
legislation.
C P . 139 (39) - circulated herewith..

6d
5.

LAW REFORM (MISCELLANEOUS PROVISIONS) (SCOTLAND);
PROPOSED AMENDING LEGISLATION.
(Reference Cabinet 52 (38)
Appendix II.)

Conclusion 5 and

Memorandum by the Secretary of State for Scotland.
C P . 12+0 (39) - circulated herewith.

HONG-KONG:

PROPOSED COMPULSORY SERVICE ORDINANCE.

Memorandum by the Secretary of State for the
Colonies.
C P . 11+2 (39) - circulated herewith.

Richmond Terrace, S.W.I.
23rd June, 1939.
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CONCLUSIONS of a Meeting of the Cabinet held
at 10, Downing Street, S.W.I., on VtfEDNESDAY,
28th JUNE, 1939, at 10.30 a.m.

P R E S E N T .
1

The R t . Hon. Neville Chamberlain, M.P.,
(In the Chair).
Prime Minister.

The Right Hon.
The Right Hon.
Viscount Runciman,
Sir John Simon, C C S . I . , C C V . C ,
Lord President of the
O.B.E., K.C., M.P., Chancellor
Council.
of the Exchequer.
The Right Hon.
Lord Maugham,
Lord Chancellor.

The Right Hon.
Sir Samuel Hoare, Bt., G.G.S.I.,
G.B.E., C.M.G. , M.P., Secretary
of State for Home Affairs.

The Right Hon.
Viscount Halifax, K.G. , G i . C S . I.,
G.C.I.E., Secretary of State for
Foreign Affairs.

The Right Hon.
Sir John Anderson, G.C.B.,
G.C.S.I., G.C.I.E., M.P.,
Lord Privy Seal.

The Right Hon.
Sir Thomas Inskip, C.B.E., K.O.,
M.P., Secretary of State for
Dominion Affairs.

The Most Hon.
The Marquess of Zetland, G.C.S.I.,
G.C.I.E., Secretary of State
for India and Burma.

The Right Hon.
Malcolm MacDonald, M.P.,
Secretary of State for the
Colonies.

Admiral of the Fleet the Right Hon.
Lord Chatfield, G.C.B., C M . ,
K.C.M.G., C.V.O., Minister ..
for Co-ordination of Defence.

The Right Hon.
W,S. Morrison, M.C., K.C., M.P.,
Chancellor of the Duchy of
Lancaster.

The Right Hon.
The Earl Stanhope, K.G.,
D.S.O., H.C., First Lord of
the Admiralty.

The Right Hon.
L. Hore-Belisha, M.P.,
Secretary of State for War.

The Right Hon.
Sir Kingsley Wood, M.P.,
Secretary of State for Air.

The Right Hon.
John Colville, M.P., Secretary
of State for Scotland.

The Right Hon.
Oliver Stanley, M.C., M.P.,
President of the Board of Trade,

The Right Hon.
The Earl De La Warr, President
of the Board of Education.

The Right Hon.
Walter Elliot, M.C., M.P.,
Minister of Health.

The Right Hon.
Ernest Brown, M.C., M.P.,
Minister of Labour.

The Right Hon.
E.L.. Burgin, M.P.,
Minister without Portfolio?

The Right Hon.
Sir Reginald Dorman-Smith, M.P.,
Minister of Agriculture and
Fisheries.

Captain the Right Hon.
D. Euan Wallace, M.C., M.P.,
Minister of Transport.
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THE INTERNATIONAL
SITUATION.
The Position
in Tientsin,

1.

THE SECRETARY OP STATE POR FOREIGN AFFAIRS

said that his colleagues would have seen the Telegram
from Sir Robert Craigie (No. 674 from Tokyo) setting
out the text of the Communique which had. been agreed,

(Previous
Reference:
Cabinet 33
( 3 9 ) , Con
clusion 3 .)

with the Japanese Vice-Minister of Foreign Affairs.
The terms of the Communique, which would, be announced
by the Prime Minister in the House of Commons that
afternoon, were, he thought, satisfactory.

There were

also indications that the local position at Tientsin
was improving.
The Foreign Secretary also referred to a telegram
(

from Sir Ronald. Lindsay N o . 283 from Washington)
reporting that the feeling in Washington in regard to
the Far Eastern crisis was in strong support of the
stand by His Majesty's Government, against Japan.
The Foreign Secretary thought, that this was reassuring,
and. sa.id that opinion in the United States would be
strongly against our making any concessions to the
Japanese on ti:.o dicier issues.
The Foreign Secretary said that he had seen the
American Ambassador the previous afternoon.

A record

of the conversation would be circulated, but it was
clear that the American Government had. been using
their influence discreetly in our favour.
The Position
at Swatow.

The Foreign Secretary said, that he had no recent
information as to the position at Swatow.

The local

representatives were taking such action as was within
their power to prevent the imposition of undue
restrictions on the movements of British shipping,
and at the same time to avoid, incidents .
THE FIRST LORD OF ^HE A D M I R A L S mentioned, in
this connection, that, in ord.er to avoid the risk of
incidents, it had been decided to hold up two Ships
at the bar.
The Cabinet took note of these
sta.t ements *

THE INTERRATIONAL.
TUITION ( C o n f d )

said that the Cabinet would have seen Sir William

Russia.

Seeds' telegram (No. 137 from Moscow) reporting

2,

THE SECRETARY OF" SI-^IE, S03^Q3SSO^i..^SASJ(^

M, Molotov's answer to our latest proposals.
r-evious
ef e r e n c e :
Cabinet 33 (39)
Conclusion 1. )

It

was clear that there was now no likelihood that we
should he able to persuade M. Molotov to accept an
arrangement based on two groups of States, and that
it would be necessary to make a further concession
to M. Molotov's views if we were to reach agreement.
The Foreign Policy Committee had considered the
matter on Monday afternoon, and had reached the
conclusion that it was necessary to take further
steps to avoid a possible breakdown of the negotiations,
and that, if need b e , we must be prepared to accept
the enumeration in the Treaty of the States covered
by

guarantees *
The Foreign Secretary then read to his

colleagues Telegram N o

0

151 to Moscow, containing

the latest instructions to Sir William Seeds.

As

soon as these instructions had been agreed with the
French Government, the proposals contained in them
would be put to the Soviet Government.
The Foreign Secretary thought that if we
failed to reach agreement on the basis now proposed,
there would be no possibility of reaching an agreement
except on the basis of a simple tripartite pact.
Some discussion ensued as to the circumstances
in which we might become involved in war as a result of
aggression against a Baltic State.

In this connection

attention was drawn to the terms of paragraph 6 of
Telegram No. 151 to Moscow.
The Cabinet took note of the Foreign
Secretary's statement and approved the
action taken.

INDIA.

3.

The Cabinet had before them the following

documents on the question of the Defence of India:
The Defence
of.

(1) The Report of the Expert Committee,
1938-39, presided over by Lord
Chatfield ( C P . 133(39)).

(Previous
Reference:
Cabinet 18
(39), Con
elusion 8.)

(2) The Report of the Cabinet Committee
on the Defence of India ("CP. 138(39))
on the recommendations contained in the
Report of the Expert Committee.
The Summaries of Conclusions and
Recommendations of the Expert
Committee, and of the Cabinet Committee,
are reproduced as Appendix I and
Appendix II respectively to these Minutes.
THE SECRETARY OF STATE FOR DOMINION AFFAIRS
said that in essence India's defence problem
resulted from the fact that India had fallen behind
1

in modernising hex military equipment and that it
was impossible for India to find the money required
to bring it up to date.

At the same time, it

was vital that the Army and Air Force in India should
have the same equipment as was used by the Army and
Air Force at home.
The Secretary of State outlined the main
points in the Pownall Report (Annex N o . 2 to Paper N o ,
C O . S . 737, itself attached as an Appendix to
CP.

187 (38)) and in the two Reports ( C P . 174(38)

and C P . 187(38)) of the Cabinet Committee which
had been presented to the Cabinet in the previous
July.

One of the recommendations of the Cabinet

Committee had been that a Committee of Inquiry should
proceed to India' to consider whether savings could
be made in existing Indian Defence expenditure to
set

against the cost of modernising the Defence

Forces in India, and, in particular, to meet the

increased future maintenance charges involved in
modernisation and in improved conditions of service.
The Secretary of State paid a tribute to the very
thorough and clear Report which Lord Chatfield's
Committee had produced in so short a space of time.
The Secretarjr of State for Dominion Affairs
said that the reorganisation proposals in the
Chatfield Report had been fully considered by the
Chiefs of Staff Sub-Committee.

The Committee on

the Defence of India under his chairmanship were
satisfied that there was no alternative to the
proposals in the Chatfield Report and accepted thera

s

subject to the various points mentioned in their
Report.
The following were the main points dealt
with in the course of the discussion:
The principles
underlying the
Chatfield Report
(paragraphs 18
and 13 of C P .
138(39)).

THE MINISTER FOR CO-ORDINATION OF DEFENCE
said that the witnesses before his Committee,
speaking under the condition that their words would
not be repeated, had shown anxiety that we should
make it known that we were not prepared to abandon
the defence of India.

They realised that if this

happened there would be internal disorder on a
large scale.

He was also impressed with the

ignorance on defence matters shown by Indians.
A t the present time, defence was a resex^ved subject,
and could not be discussed.

It was in his view

essential that there should be more opportunity
for discussion on defence matters.
It was pointed out, however, that the fitfst
principle stated in paragraph 1 2 , namely the ultimate
responsibility of the British Government for the
Defence of India, was expressed in terms which might

be somewhat difficult to reconcile with previous
published statements as to the constitutional
position v/hen Federal Government had b e e n
Qo*i.M*

"£Lash

established.
THE SECHETARY OF STATE FOR INDIA said that
the Chatfield Report and the Conclusions reached
upon it would not be published as such.

A /k

He

thought that it would be necessary to publish
a carefully-worded despatch from himself to the
Viceroy which would contain as much of the
Chatfield Report as it was decided should be made
public.
Discussion then turned to the second principle
on which the Report was based, namely, that India
should bear some share in Joint responsibility for
her external security.
THE SECRETARY OF STATE FOR INDIA thought that
it was essential to make some broad statement of
Defence Policy, and of our reasons for it.
In this connection reference v/as made to
paragraph 14 of C P . 138(39) in which it was pointed
out that the Viceroy held that a declaration to
this effect might lead to a major political crisis,
but that he was prepared to face this risk if he
was assured of the support of His Majesty's Government
in any measures which he might find it necessary to
take in this event.
Some apprehension was expressed whether this
undertaking was not expressed in verj- wide terms, and
whether it was expedient to take any action which
might result in a major political crisis at the
present time.

—

To this it was replied that the position in
India was now relatively quiet.

The Viceroy would,

no doubt, take an opportunity of sounding the ground

- 5 

before making any announcement, and would report if he
thought that the time was not propitious.

In any event

there was no intention of making an early announcement.
It was also suggested that if these principles
were announced as conditions attached to the very
generous financial assistance to be afforded by the
British Exchequer towards the cost of the modernisation
of our Forces in India, the announcement as a whole would
be well received.
Disbandment
of Regular
Units.

In reply to the Secretary of State for "War,
the SECRETARY OF STATE FOR INDIA said that while the

Government of India could not undertake to accept the
(Paragraphs
29 & 30 of
C.P.138( 39)), upkeep of surplus Indian units beyond the period of a
further twelve months set out in the Report, he was
prepared to agree that no steps should be taken to
disband surplus Indian units without prior consultation
with the Secretary of State for War.
The Royal
Air Force
in India,
The Border
Problem.

- THE SECRETARY OF STATE FOR DOMINION AFFAIRS,
said that the Chatfield Committee had been much
concerned about the differences of opinion on

border policy of responsible authorities in India.
(Paragraphs
The Viceroy had been asked to report on a proposal
31 to 34 of
CP.138(39)).
that the frontier policy should be reviewed. He
thought that

an

enquiry by a Committee with a

Chairman chosen from outside India might be necessary.
THE MINISTER FOR CO-ORDINATION OP DEFENCE
said that two important considerations were involved
in frontier policy: first whether the tribes should be
disarmed and, secondly, whether it was desirable that
the present arrangements whereby the regular troops
held the outer posts, supported by the scouts, should
be reversed.

One view held was that if the present

policy was reversed, it would be possible to make more

use of air forces.

It was generally held, however,

that while greater use of air forces would reduce the
expenditure incurred in military operations, it would
not enable us to manage with fewer troops.
The Minister added, however, that what had
disturbed his Committee had been not so much the question
of the merits of the forward or close frontier policy,
but the need for ensuring that whatever policy was
adopted was properly co-ordinated.

At the present time,

there was no concerted plan of action or generally
accepted view as to the proper method of giving effect
to the frontier policy.

It was clearly wrong that so

important a question should be in so grave a state of
uncertainty.

The problem, however, was an Indian

problem which would have to be settled in India.
THE SECRETARY OF STATE FOR AIR supported this
view.

His Department had been pressing for a solution

of the question for a number of years.

He was anxious

that there should be no farther delay, and he thought
that there was a possibility that some saving could be
effected by the adoption of some properly co-ordinated
and definite policy.
THE SECRETARY OP STATE FOR INDIA said that
the Viceroy had had this matter under his personal
consideration ever since the Chatfield Committee had
left India.

A preliminary appreciation of the problem

had now been prepared and was under consideration by a
small Expert Committee in India which had called for
comments from the various Departments concerned.

When the appreciation had been revised in the light of
these comments, it would be forwarded to him (the
Secretary of State) and he would submit it to the
Cabinet.

He therefore favoured no action until this

appreciation had been received.
Several Ministers expressed the view
that this matter should be proceeded with without
delay.
Number of
R.A.F.
Squadrons.

THE MINISTER FOR CO-ORDINATION OP DEFENCE
said that the number of R.A.F. Squadrons required
for local needs was one of the matters on which his
Committee had not been able to reach agreement,
a

^*r--r^epTe^eni?a^4 ve^on-his

£he

Committee had thought that

6 Bomber Squadrons should be provided for local
defence purposes instead of 4-y" It was clear,
however, that India could not meet the maintenance
costs of her defence forces if the number of
Bomber Squadrons was increased from 4 to 6.

The

Commander-in-Chief in India, who was responsible for
the Indian war plan,said that his requirements did
not exceed 4 Bomber Squadrons.

He (the Minister)

had thought that the only way to settle the
matter was to invite the Commander-in-Chief to
come to London to discuss the matter with the
Committee of Imperial Defence.

It was right

that this course should be adopted, since, if India
was involved in war and it was found that 4
Bomber Squadrons were not enough for local

defence purposes, calls would be made on the
resources of this country.
Financial
Points.

THE SECRETARY OF STATE FOR DOMINION AFFAIRS

explained briefly the financial proposals. The
(Paragraphs
36 to 48 of Chancellor of the Exchequer had agreed to provide
C P . 138(39)).
the whole capital cost of modernising the defence
forces in India, estimated at £34.3 millions, of
which three-quarters would be a gift and one
quarter a loan.

This offer was the subject of

certain conditions set out in paragraphs 38 to 40
of C P . 138 (39).
THE SECRETARY OF STATE FOR WAR referred
to the statement in paragraph 39 in regard to
responsibility for any increased maintenance charges
which might result from, e.g. , improvements
effected in the conditions of service of the
British soldier at home.

He had hoped that the

Report would make more explicit India's liability
to meet her share of the cost of any further
improvement in amenities.
In the course of discussion it was
explained by the SECRETARY OF STATE FOR INDIA that
India would, so far a s she was able, meet her
share of any further increases in expenditure
due to improvements in conditions of service.
Nevertheless, it was impossible for the Government
of India to undertake that they would never under
any circumstances submit a clsim for some relief in .
respect of further increases in expenditure on account
of changes in conditions of service, or, alternatively

that India would not say that if the cost of British
troops increased it would he necessary that India
should employ fewer British troops.
THE CHANCELLOR OF THE EXCHEQUER suggested that
the paragraph, as at present worded in the Summary of
Recommendations to C P . 138 (39)

(paragraph 57

(13)),

did not perhaps fully bring out the real position, which
was that, while a definite rule could not be laid down
for all cases, the presumption was that India would pay
any increased maintenance charges and that an exception
to this rule would only be allowed in regard to some large
additional claim which India was not able to meet.
It was suggested that the position would be
clearer if the words "of principle", in line 8 on
page 13 of C P . 138 ( 3 9 ) ,

were deleted.

This was agreed to.
Higher
Direction of
Indian
Defence.
(Paragraphs
5h-56 of
C P . 138 ( 3 9 ) )

THE MINISTER FOR CO-ORDINATION OF DEFENCE said
that the position of the Air Officer Commanding in
relation to the Commander-in-Chief was not in his opinion
satisfactory.

At the same time, it was clear that the

position had greatly improved in the last two or three
years and that more use was now being made of the air.
He gave instances to show that reluctance to have
recourse to air blockade was often due to the political
and not to the military authorities.

This again was a

question which he thought would have to be settled in
India.

Having regard to the fact that the Army

represented 85 per cent, of India's total defence forces,
it was clear that the Commander-in-chief must continue
under any system to occupy a rather dominating position.
THE SECRETARY OF STATS FOR AIR said that all
he asked was that the matter should be enquired into"
-without any undue delay.
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THE SECRETARY OP STATS FOR DOMINION AFFAIRS
said it had been suggested by the Secretary of State
for Air that this matter should be investigated by the
Cabinet Committee on the Defence of India.

The

Committee was prepared to investigate the matter, if
so directed.
THE MINISTER FOR CO-ORDINATION OF DEFENCE
said that, in matters of this kind, the views of the
Viceroy and the Commander-in-Chief were of first
importance.

He rather doubted,therefore, whether the

matter could be settled by an inquiry in this country.
THE SECRETARY OF STATE FOR INDIA said that
the Commander-in-Chief was not merely Commander-inChief of the Army, he was also

Minister of

Defence in the Government of India.

His constitutional

position was therefore quite different from that of
the Air Officer Commanding.

If the Cabinet wished

the present system to be altered, he would, of course,
ask the Viceroy and the Commander-in-Chief for an
expression of their views.

His colleagues would,

however, be aware that when Federation came into force,
the constitutional position of the Commander-in-Chief
would automatically be altered.

Was it v/orth while

to alter a system now which -was due to be
altered in a few years time?
In the course of further discussion, it
was explained that there was no way in which the Air
Officer Commanding or the Officer in Command of the
Indian Navy could submit their views to the Viceroy,
other than through the Commander-in-Chief, who had the
right to veto the submission of papers by them.

It

was pointed out that the Air Officer Commanding had a
right of access to the Viceroy, if the Commander-inChief proposed to veto the submission of a paper which
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he had prepared.

The view was, however,

expressed that this system was likely to lead to
friction.
THE PRIME MINISTER suggested that the next
step should be for the Viceroy to be consulted.
The position as seen by the Cabinet should be
explained to him, and he should be asked to say
whether he thought that the matter should be
enquired into now, or should wait until the position
regarding the coming into force of Federation was
somewhat clearer.

He should also be asked to

state his own views on the merits of the present
system.

He suggested that the Secretary of State

for India, the Minister for Co-ordination of Defence
and the Secretary of State for Dominion Affairs
should consult as to the terms of the despatch to be
sent to the Viceroy.
This course was agreed to.
Cor-ordination
of defence
"between His
Majesty s
Government and
the Government
of India,

THE MINISTER FOR CO-ORDINATION OF DEFENCE
said that from what he had seen on his visit to

1

India he was not altogether satisfied that steps had*
in fact, been taken to set up a body corresponding
to the Committee of Imperial Defence.
It was agreed that the Secretary of State
for India' should enquire what steps had been taken
in this direction

Position of
the Princes,

THE MINISTER FOR CO-ORDINATION OF DEFENCE
said that, although this matter was not mentioned
in the Cabinet Committee's Report, he wished to
refer to the grievances of the Princes that they
were not allowed to have sufficient arms with which
to equip their Forces.

THE SECRETARY OF STATE FOR INDIA aaid
that there were two sides to this question, since it
was not right to supply arms to the Princes if their
forces were not capable of making proper use of them.
The matter was constantly under investigation by the
Viceroyo
THE SECRETARY OF STATE FOR WAR said that the
Chatfield Report was a landmark in military history.
It made for greater flexibility and for co-operation
between the Army at Home and the Army in India.
Hitherto the number of troops that we kept in India
had been a primary consideration-which had largely
governed, the number of troops in this country.

He

thought that the Chatfield Report might lead to some
alteration In the Oar&weJl system and might enable us
to retain forces here at full strengths
THE SECRETARY OF STATE FOR DOMINION AFFAIRS
said that he thought it would be convenient that the
Cabinet Committee on the Defence of India should
remain in being.

He suggested, however, that the

most convenient course would be that the Minister
for Co-ordination of Defence should now take over
the Chairmanshipo

He pointed out that he had

retained the Chairmanship of this Committee in order
that the Minister for Co-ordination of Defence should
not be in the position of Chairman of the Committee
which was considering his own Report.

He thought,

however, that at the present juncture it would be
convenient that the Minister for Co-ordination of
Defence should new take over the Chairmanship.
This was agreed to.

5 1L
The Cabinet:
(1)

Approved the Report of the Cabinet
Committee ( C P . 138 ( 3 9 ) ) . on the
recommendations contained in the
Report of the Expert Committee
( C P . 133 ( 3 9 ) ) , subject to the
deletion of the words "of principle"
in line 8 on page 13 of C P . 138 ( 3 9 ) :

(2)

Jfegre&d that no steps should be taken to
disband surplus Indian units without
prior consultation with the Secretary
of State for War:

(3)

Authorised the Secretary of State for
India to arrange for the Commander-inChief in India to visit this country in
the autumn for discussions on Defence
matters:

(k)

Authorised the Secretary of State for
India, in consultation with the Minister
for Co-ordination of Defence and the
Secretary of State for Dominion Affairs,
to consult the Viceroy as to the higher
direction of Indian Defence, on the lines
indicated in the Cabinet discussion:

(5)

Invited the Secretary of State for India
to enquire what steps had been taken to
set up in India a body corresponding to
the Committee of Imperial Defence:

(6)

Agreed that the Cabinet Committee on the
Defence of India should continue in being
to consider any further matters which
might arise as a result of the
communications now to be made to the
Government of India, and that the Minister
for Co-ordination of Defence should take
over the Chairmanship of the Committee
from the Secretary of State for Dominion
Affairs.
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PALESTINE.

4c

THE SECRETARY OP STATS P03. THE COLONIES

(Previous Reference: said that he had given the Permanent Mandates
Cabinet 29(39),
Conclusion 5.)
FfS. 3 ^ ( 3 ^ ) ^ -

Commission at Geneva a general statement of the
considerations which the Government had had in
mind in framing the policy set-out in the White
Paper on Palestine.

He had subsequently

answered questions for two-and-a-half days.

The

general attitude of.the Permanent Mandates
Commission had been friendly/ and generous in
appreciation of the good work which the Administra
tion had carried out.

The members of the

Commission also fully realised that, as a result
of our responsibilities in Palestine, we had a far
wider knowledge of the situation than members of
the Commission possessed and that our views must
carry weight.

But, with the exception of

Lord Hankey, the members of the Commission had
never been associated with responsibility in
political matters and their views were, he was
afraid, somewhat academic, and they had far too
little appreciation of the situation which
existed in Palestine.

Further, Jewish propaganda

had been active at Geneva for a number of years
and had had considerable effect.
The Colonial Secretary said that he
thought he had shaken the views of s^se^ai. members
of the Commission.

He feared, however, that we

should not get a majority report to the effect
that the White Paper policy was within the
terms of the Mandate.
$

The present indications

were that four members of the Commission would hold

that the policy was not within the terms of the
Mandate, while three held that it was within those
terms *

He anticipated that the report would take

the line that the Commission were divided on this
issue and would give the arguments on "both sides.
Whilst the report might not indicate that a
majority of the Commission were disposed to
think that the White Paper policy was not within
the terms of the Mandate, he thought that this
fact might well become known.

The report would

not be published until the end of August, shortly
before the meeting of the Council in September.
The views of the Council would, of course, be far
more important than the views of the Permanent
Mandates Commission and he hoped that the
Council might be persuaded to agree to our
proceeding with'the policy set out in the White
Paper without any alteration in the terms of the
Mandate,

If this should not prove possible, we

should then have to invite the Council to
consider some alteration in the Mandate, but this
point need not be considered for the present.
In reply to a question, the Colonial
Secretary said that the main point on which it
appeared likely that the Commission would hold
that the White

Paper policy was not within the

terms of the Mandate, was the prohibition of
Jewish immigration into Palestine after five
years, unless the Arabs acquiesced in such further
immigration.
The Cabinet took note
of this statement*

MILK INDUSTRY
BILL.

5.

The Cabinet had under consideration the

following documents relating to the Milk Industry
(Previous
Reference:
Cabinet 32
( 3 9 ) , Conelusion 10.)

Bill:(l) A Joint Memorandum by the Minister of
Agriculture and Fisheries and the Secretary
of State for Scotland (HeA. 26 (39)),
covering the draft Milk Industry Bill, the
principal objects of which were to make
provision for Exchequer payments in respect
of the production of quality milk; of the
sale of milk at reduced prices to school
children and to mothers and young children;
and of the use of milk for the manufacture
of butter and cheese: the proposals to cover
the period from the 1st October, 1939, to
the 30th September, 1940i
(2) The following conclusions and recommendations
thereon by the Committee of Home Affairs
(H.A.G. 14th Conclusions (39)):
(i) that it was important that the continuation
and other essential provisions of the
Milk Industry Bill should be passed into
law before the summer recess, which,
according to present arrangements, would
begin on the 4th August, 1939:
(ii) that i.n view of the volume of Parliamentary
business remaining to be transacted before
the above date, it was desirable that the
scope of the Bill should be less wide
than in the present draft.
In this connection it was pointed out, in
particular, that it would be an advantage
if the long title could be more narrowly
drawn.
(iii) To recommend the Cabinet to give
instructions for the omission of Clauses
8 and 9, and of the Second Schedule, of
the present draft Bill; and for the
preparation of a separate Bill (applying
only to Scotland) embodying the
provisions of Clause 8 and of the Second
Schedule, with a view to its intro
duction before the summer recess, and its
passage into law as early as possible
after that recess:
(iv) To recommend the Cabinet to authorise'the
introduction forthwith in the House of
Commons, with a view to its passage into
law before the summer recess, of the
Milk Industry Bill in the form of the
draft annexed to H.A. 26 ( 3 9 ) , subject
(a) to the omissions indicated at
(iii) above, and
(b) to any drafting or other minor^
alterations that may be found
necessary or desirable:
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(3) A note by the Minister of x-xgri culture and
Fisheries and the Secretary of State for
Scotland ("CP.-139 (39)) submitting for
the approval of their colleagues, in
accordance with the Conclusion noted in
the margin, a re-draft (prepared in
consultation with die Minister of Health)
of the statement to be made, on the
introduction of interim milk legislation
during the currect session, as to the
Government's attitude to long-term milk
policy, including the question of milk
distribution costs.
THE UIHISTER OF .JJRI CULTURE iiHD PI&IiERIiiS
explained the main alterations which had been made
in order to lighten the Bill, and to meet the views
put forward by the Parliamentary Secretary to the
Treasury.

The draft statement to be made on the

introduction of interim milk legislation ( C P . 139
(59)) was not affected by t,iO alterations made in the
Bill,
THE PRESIDENT uF THE BOARD OF TR.-DE said
he had some drafting amendments to suggest which
he would communicate to the Minister of Agriculture
and Fisheries.
Some discussion took place whether the words
"in the present Bill, which is essentially an
interim measure!!- in line 5 of the second paragraph
of the draft statement should be omitted on the
grounds that the Tribunal of Enquiry

(Evidence)

Act could be made applicable by Resolutions of both
Houses of Parliament and did not involve new
legislative action,
THE diisHCELLOR OF THE EXCHEQUER, however,
said that it would be difficult for him to agree
to any statement which made it clear that no

immediate action was going to be taken in regard
to the cost of milk distribution, unless the
statement also made it clear that the position
for the future was open.

He, therefore, favoured

the retention of these wordSo
This was agreed to.
THE

SSGRLTARY

OF-STAiU; F O R S C O T L A N D

said that

Clause S in the Bill as originally drafted had
been designed to empower the extension of Milk
Marketing Schemes to certain az*eas in the Highlands^
He was prepared to agree that this matter should be
postponed.

He would like authority to bring in a

Bill to this efxect before the House of Commons rose,
on the understanding that the Bill should not be
passed before the Recess.

He was, however,

considering whether it would, in fact, be necessary that
the Bill should be introduced before the House rose.
The Cabinet agreed:
(l)

To approve the recommendations of
the Home Affairs Commit tee in
regard to the Milk Industry Bill,
as set out above.

(2)

To authorise the Secretary of State
for Scotland to introduce, without
further reference to the Home Affairs
Committee, a Bill extending the Milk
Marketing Schemes to certain areas
in the Highlands, on the understanding
that this Bill could not be passed
into lav/ before the Recess.

(5)

To approve the re-draft of the
Statement submitted by the Minister
of Agriculture and Fisheries and the
Secretary of State for Scotland on
the Long-term Milk Policy ( C P . 139 '
(39)) to be made on the second
reading of the Interim Milk Industry
Bill.

LAW REFORM
(MISCELLANEOUS
PROVISIONS)
(SCOTLAND).

6.

The Cabinet had before them a Memorandum

by the Secretary of State for Scotland ( C P . 140
(39)), in which he sought the authority of his

Proposed
Amending
Legislation.

colleagues for the preparation and submission to
the Committee of Home Affairs, of a Bill to amend

(Previous
reference:
Cabinet 52
(38), Con
clusion 5 and
Appendix I I ) .

the law of Scotland on a number of technical
points which had been examined by a Committee of
members of the legal professions acting at the request
of the Lord Advocate, and corresponding to the
Law Revision Committee, appointed by the Lord
Chancellor, in England.

After setting out the

matters proposed to be dealt with in the Bill, the
Memorandum proceeded to point out that the
introduction of the Bill was desired merely with a
view to circulation and publication, and the
opportunity thereby afforded of obtaining the views
of the legal profession and of others who might be
interested.

It was not proposed that any attempt

should b e made to pass the Bill into law during the
current Session.
After a short discussion the Cabinet agreed 
to authorise the Secretary of State
for Scotland to introduce this Bill,
on the understanding that the Bill
could not be passed into law Session,
the current Session.

HONG-KONG.
Proposed
Compulsory
Service
Ordinances

The Cabinet had under consideration a
Memorandum by the Secretary of State for the
Colonies ( C P . Ih2 (39)) in which it was stated
that the Governor of Hong-Kong, with the strong
support of the Naval Commander-in-Chief and the
General Officer Commanding and the unanimous
approval of the Executive Council, was anxious to
enact as soon as possible legislation providing
for the a p p l i c a t i o n of compulsory service to all
medically fit male British subjects between the ages
of 18 and 55 ordinarily resident in the Colony.
The intention was, however, to call up under the
measure only British subjects of European descent.
With the exception of men in certain "key"
employment, persons so called up would be allocated
either to naval, military or air service, or to
essential non-combatant defence duties.

The

volunteer forces in Hong-Kong were substantial
and efficient but the local situation was such that
adequate preparations to meet an emergency required
the most complete arrangements for the training and
allocation of all available British man-power in the
Colony.

The Admiralty and War Office strongly

supported the proposed measure, and the Foreign
Office saw no objection to it in the present
Circumstances of the Far East.

The Secretary of

State therefore proposed, subject to the concurrence
of his

colleagues,

to authorise the enactment of

this measure in Hong-Kong without delay.

THE SECRETARY OF STATE FOR THE COLONIES
explained that the obligations of service would b e
rather similar to those undertaken by members of the
Territorial Forces and would not prevent the men
called up from following their ordinary occupations.
The course proposed was supported by all the Departments
concerned, but as a new principle was involved, he had
thought it right to submit the matter to the Cabinet.
The Cabinet approved the
enactment of the proposed
compulsory Service Ordinance
in Hong Kong.

THE PRESIDEM

1

OF THE BOARD OF

LIVERPOOL.

8.

Provision df
Voluntary
Senior Schools.

EDUCATION said that the Bill which had been

(Previous
Reference:
Oahinet 33
(39), Con
clusien 9.)

previous meeting would be submitted to the

approved in. principle by the Cabinet at their

Hone Affairs Committee on the following Monday'i
He asked that if the Home Affairs Committee
approved the Bill, it might be introduced
forthwith, without
Cabinet.

further reference to the

This was especially important since

the Bill was a hybrid one, the parliamentary
procedure in regard to which was somewhat
lengthy.

Negotiations were proceeding and he

hoped that the Bill could b e introduced after
11.0 p.m. in the House of Commons,,
The Cabinet authorised the
President of the Board of
Education to arx^ange for the
introduction of the Bill in
question i.n .the House of
Commons without further
reference to the Cabinet,
subject, however, to the
approval of the Home Affairs
Committee.

9.
EXPORT CREDITS
LEGISLATION.

THE CHANCELLOR OP THE EXCHEQUER reminded

bis colleagues that at the previous mee/fcisig the
Secretary of State for Foreign Affairs had be.e&

Supply of Arms
to Turkey and
Poland.
(Previous
Reference
Cabinet 33(59)
Conclusion 8 ) .

invited to submit to him a statement indicating the
amount of additional non-commercial credits wh^oh^.
in his opinion,, should be granted to the countries
concerned, and that this statement would be
considerad by M m

*

(the Chancellor of the Exchequer)

and the colleagues who were associated with him in
considering the financial position.

The Foreign

Secretary had submitted such a statement.

The

total ^ssmmb was rather disturbing and amounted to
£51 millions, or, if provision was made for interest
on these long-term credits, a total of £80 millions.
It had been evident that the most urgent
point was to secure immediate decisions as to the
credits to be made available to Turkey and Poland.
A Report had been submitted by the Deputy Chiefs of
Staff which from the strategical point of view had
placed Turkey extremely high and put Poland on a
lower level.

The matter had been considered as

fully as was possible on the material available,
and certain conclusions had been reached as to the
action which he and his colleagues were prepar-ed to

There were, however, a number of points
outstanding which had not been discussed by the
Foreign Secretary or by the Service Ministers, and
the Chancellor of the Exchequer thought it
desirable that a meeting of the Ministers concerned
should be held to examine the matter as soon as
possible.

It was explained that a Memorandum was
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being prepared for issue that afternoon setting out
the main £aets as

to

the demands made by Turkey

and Folandj so far as they had been ascertained.
THE SECRETARY OP STATE POR FOREIGN AFFAIRS
said that he agreed with this course and he was
most anxious that matters should be settled
expeditioualy.

He understood that a Delegation

from Greece had been here for six months without
the negotiations being finally concluded;, and he
thought that it might be necessary to examine
whether the machinery for dealing with these
cases could not be improved.

He did not.

however, propose to enlarge on this matter
further on the present occasion.
The Cabinet agreed That a meeting of the following
Ministers:The Chancellor of the Exchequer
(or his representative).
The Secretary of State for Foreign
Affairs (or his representative).
The Chancellor of the Duchy of Lancaster.
The First Lord of the Admiralty.
The Secretary of State for War.
The Secretary of State for Air.
The President of the Board of Trade.
should be held at 6 p.m. that evening
in the House of Commons to consider what
action should be taken in regard to the
demands for credits put forward by
Turkey and Poland.

Richmond Terrace, S.W.I.,
28th June, 19 &9.

APPENDIX

I.

[ C P . 133 ( 3 9 ) . ]

S U M M A R Y OF C O N C L U S I O N S A N D R E C O M M E N D A T I O N S OF T H E
E X P E R T C O M M I T T E E O N T H E D E F E N C E O F INDIA 1938-9,
Constitutional and Political Aspects (Chapter 1).
253. In considering the problem set before us in our terms of reference, it
has been essential for us to acquaint ourselves with the general political situation
in India, and in particular, to endeavour to gauge the political tendencies that
seem likely to develop with the introduction of Federation, seeing that our
recommendations, and the principles which govern them, involve a programme
extending over a number of years, and we assume that Federation will come into
being within that period (paragraph 8).
254. W e have been impressed by the ignorance or blindness displayed in
Indian political circles as to the true facts of the position in regard to Defence,
and by the necessity of educating Indian public opinion to a proper realisation
of the strategic problems which govern the security of the country (paragraph 12).
The growing cleavage between the great Hindu and Moslem communities has been
brought prominently before us, and we stress its importance as a factor to be
considered in determining the strength and organisation of the defence forces in
India for Internal Security. The difference of outlook in defence matters between
the two communities is pronounced (paragraph 13). W e have been specially
impressed by the general anxiety in the minds of so many of the witnesses we
have heard, both official and non-official, as to the future, and particularly as
to whether the safeguards relating to Defence at the Federal Centre would be
effective (paragraphs 16-19).
255. W e have been able to proceed on no other assumption than that a
settled defence policy can and will be laid down in accordance with the principle
that the responsibility for the defence of India rests with the British Government,
and that this responsibility will not be weakened whatever political pressure is
brought to bear on the Government of India either before, or after the coming of,
Federation. This assumption appears to us to be essential not only to the
continuity of any plans based on our recommendations, but, indeed, to the making
of defence plans of such a general and far-reaching nature as we have been called
on to make (paragraph 19).
Strategical appreciation (Chapter 2).
256. W e have reviewed the general strategical situation as regards the
Western Frontier, the other land frontiers of India, and the risk to Indians sea
communications; and in Chapter 4 we have emphasised the importance to India
of the great changes in the world situation that have developed in the last
six years. While the old dangers to India's land frontiers remain latent, new
risks both as regards Japan's aggressive attitude and the changed Mediterranean
situation have arisen which seriously threaten her external security.
257. W e conclude that India's defence plans must provide not only for
the contingency of Afghan aggression and the possibility of assistance by Great
Powers, coupled with widespread tribal disturbance, but also to an increasing
extent for the protection of her sea communications in Eastern waters and the
strategic points which are vital to their security (paragraph 31).
The Western Frontier (Chapter 3).
The general policy and its application (Chapter 3, Section 1).
258. The measures taken to give effect to the present " Forward Policy "
of the Government of India in the tribal areas of the Western Frontier have a
very important bearing on the defence forces of India. W e have therefore made
the widest survey that has been possible to us of the subject and have heard
evidence on it from a large number of military and political officers.
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259. W e are disturbed by the nature of the evidence we have received,
indicating as it does the widest difference of view among important officials as
to the merits or the purposes of the measures now in operation and as to the
wisest methods of achieving the aim of the Forward Policy.
260. W e recommend that very early steps should be taken to review the
Frontier Policy in its entirety with the object not only of clarifying the policy, but
also of defining the practical objectives to be aimed at and the methods by which
they are to be reached (paragraph 47).
The Employment of Air Forces (Chapter 3, sections 2 and 3).
261. W e have dealt at some length with the question of the employment of
air forces in the tribal areas on the Western Frontier as it has in the past been
the subject of controversy. W e found in the Royal Air Force, both in London
and India, a feeling that the air resources at the disposal of the Government of
India had not always been employed in such a way as to secure the most
advantageous effect by the most economical method (paragraph 50).
262. W e are satisfied that there has been a notable advance in understanding
in the last few years as to the use of the air forces* and we draw attention to
various measures which we hope will promote it still further. W e have also
ascertained in evidence that it is the accepted policy to avoid offensive operations
by land forces in circumstances which clearly indicate that the object in view
can be obtained by air action alone (paragraphs 50-55).
The three main methods of using Air Forces in a primary role
(Chapter 3, Section 3).
263. W e describe the various methods of using air forces in a primary role
and make certain comments thereon (paragraphs 57-63).
Principles governing the scales of the forces and thefinancialarrangements
between the British and Indian Governments (Chapter
26$. W e wish to draw particular attention to Chapter 4 of our Report in
which we have discussed fully the principles which in our opinion should govern
the scales of the defence forces in India and thefinancialarrangements between
the British Government and the Government of India.
t/

W e recommend:—
(i) That the broad lines of division between Indian and Imperial
responsibility for defence and the distinction between the "minor"
and the " major danger " drawn in the Garran Tribunal report
should no longer be applied to determine the respective liabilities of
the two Governments (paragraph 69).
(ii) That the external defence of India should be regarded as a joint
responsibility of the two Governments and that thefinancialarrange
ments between them should be based on the principle that India should
bear a share in the joint responsibility and that these arrangements
should as far as isfinanciallypossible give effect to the principle
(paragraph 69).
(iii) That, in addition to the forces required for the local defence of India,
forces should be maintained in India to assist in her external defence,
and that these forces, although maintained by India for the purposes
of the joint responsibility, should form an integral part of the forces
of India as a whole. W e deprecate the use of a title such as '' Imperial
Reserve," implying as it does a distinction between Indian and
Imperial responsibilities which we wish to avoid in this connection
(paragraph 71).
* See note by Air Marshal Courtney appended to the Report.

That the defence plans of the two Governments should be co-ordinated
and merged in the general war plans which would prescribe the use
and duties of the forces in India. W e recognise that there may be
occasions as in the past when the Government of India may be ready
and willing to make forces available for purposes going beyond the
external defence of India (paragraphs 73 and 74).
(?) That in accordance with the principle of joint responsibility and having
regard to the strength and composition of the forces proposed, the
subsidy now paid by the British Government to India under the
Garran Award might reasonably be continued at the higher level of
£2,000,000 a year (paragraph 75).
(vi) That if forces held in India for her external defence are used outside
India for that purpose their ordinary maintenance charges should
continue to be borne by India; and the apportionment of the extra
charges between Imperial and Indian funds should be agreed by the
two Governments at the time, regard being had to all the circumstances
of the emergency (paragraph 75).
War Plans.
265. W e recommend that the plans for the use of armed forces in the defence
of India in war should as a matter of course be the subject of the closest
consultation between the defence authorities in India and the Committee of
Imperial Defence before the approval of the two Governments; and we are
informed that the Government of India would welcome the suggestion
(paragraph 76).
The reorganisation proposals (Chapter 5).
266. W e relate that in the summer of 1938 the Commander-in-Chief had
initiated a new and comprehensive review of India's local defence requirements
in respect of all three defence services. The results were placed before us in
evidence and we have discussed them in close touch with the Commander-in-Chief,
who has made several important modifications in his proposals as a result of
our joint consultations. The " proposals " to which we refer throughout the
rest of the Report are the proposals so modified (paragraphs 78 and 79).
The reorganisation of the Army (Chapter 6).
267. W e recall that the Chiefs of Staff and the Cabinet Committee had
stressed the importance of placing India's defence organisation on a more
up-to-date and satisfactory basis. W e have regarded this as a mandate, as is
indeed implied in our terms of reference (paragraph 84).
268. At the outset we examined the possibility of organising the troops
in India into separate specialised bodies, and give our reasons for rejecting it
(paragraphs 86 and 87).
269. Our conclusion is that the whole of the troops in India should be
modernised on a practically uniform scale both on general grounds and because
of the need for ensuring that the British forces in India are interchangeable with
those on the Imperial establishment (paragraphs 88 and 89). W e consider that
if this work is not Undertaken India will be unable to play her proper part in
defence and might well become a most embarrassing commitment in time of
trouble (paragraph 251).
270. The strategic assumption underlying the Commander-in-Chief's
proposal is that in an Empire war, unless the situation is particularly favourable,
no large-scale offensive operations will be undertaken against the tribes on the
Indian side of the Durand Line, or across it against Afghan troops and tribes.
On this basis we recommend acceptance of the general purport of the Commander
in-Chief's proposals which is —
(i) to assess the troops required as a safe minimum in war for the purely
local defence of India on the assumption that the whole of these forces
will be modernised;
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(ii) to modernise them accordingly on a scale generally resembling that
adopted for troops on the Imperial establishment;
(iii) to distribute these modernised troops on a new basis;
(iv) out of the surplus that will then remain to retain a number of troops
which will be available for purposes other than purely local defence;
(v) to modernise this number of troops on a somewhat higher scale than is
proposed for the forces required for local defence;
(vi) to deal with any balance that may still remain by withdrawing the
British units and reducing the Indian units for which employment
cannot be provided in oversea garrisons (paragraphs 85 and 90).
Proposed allotment of troops.
271. The new categories which replace the former " Field Army,"
"Covering Troops" and "Internal Security Troops" are "Frontier Defence
Troops," " Internal Security Troops," " Coast Defence Troops " and " The
General Reserve." Their respective functions are briefly described in para
graph 92; the proposed allotment of troops to the new categories is given in
paragraph 99; and that of the remaining surplus (see paragraph 270 (iv)
above) in paragraph 100.
W e recommend that the proposed allotment of troops to the above categories
should be accepted (paragraph 107).
Internal Security.
272. W e have given particular attention to the proposed strength of the
Internal Security troops. At our request the proposals have been communicated
to the Provincial Governors, and we have been informed that they regard them
as generally satisfactory. W e accept the assurance of the Commander-in-Chief
that the proposed allotment will provide an adequate minimum insurance against
the "worst contingency " — a world war accompanied by hostilities on the Frontier
and widespread civil unrest—on the necessary assumption that we can rely on the
continued loyalty of the Indian Army and need not contemplate any widespread
disaffection among the police (paragraph 106).
External Defence Troops.
273. W e have considered the suggestion of the General Staff in India for
providing a reserve available for purposes other than the local defence of India;
and we regard them as providing the requisite strength for what we term " the
External Defence Troops."
On the hypothesis that the W a r Office may now ask for the withdrawal of
one British Cavalry regiment and two British Infantry battalions from India,
in addition to those already withdrawn, we recommend that the Cavalry and
Infantry components of the External Defence troops should consist of 1 British
Cavalry regiment, and 3 British and 7 Indian Infantry battalions (para
graph 111).
Withdrawal and reduction of units.
274. On this hypothesis, the total number of British units to be withdrawn
from India would be 1 Cavalry regiment, 3 Royal Horse Artillery batteries,
1 Field Artillery regiment, 1 Medium Artillery regiment and 2 Infantry
battalions (paragraphs 112 and 113).
275. A total of 3 Indian Cavalry regiments, 4 companies of Sappers and
Miners, and 14 Indian Infantry battalions would have to be reduced unless as
we hope would be possible employment can be found for them in oversea
garrisons (paragraph 119). W e conclude that the necessity for reductions must
be faced and accepted, and that we have no option but to recommend accordingly
(paragraph 120).

4

Equipment of the Local Defence Troops.
276. W e deal in Section 4 with the proposals for the equipment of the
troops required for local defence, and we recommend that, subject to certain
comments, they should be accepted (paragraph 123).
277. W e are of opinion that the composition proposed for a Cavalry brigade
in the General Reserve might be further considered (paragraph 124).
Suggestions for Economies.
278. W e note a number of measures in regard to which improvements or
economies may be found possible when the scheme as a whole is further reviewed
by the defence authorities in India (paragraph 126 and Appendix Y ) .
Equipment of the External Defence Troops.
279. W e recommend approval of the somewhat higher scale of equipment
proposed for the External Defence troops (paragraph 137 and Appendix IV).
Time-table of Modernisation.
280. W e recommend that the proposal to complete modernisation in S years
should be accepted and that the time-table referred to in Section 5 should be
adopted. W e call particular attention to the need for placing early orders for
the equipment of the External Defence Troops whose requirements would be given
priority (paragraph 143).
Major savings effected by the modernisation proposals.
281. W e tabulate in Section 6 the major heads under which savings are to
be anticipated as the result of the reorganisation and modernisation proposals
(paragraph 145).
Office establishments.
282. W e deal in Section 8 with the possibilities of effecting economies in
the office establishments connected with the defence organisation (para
graphs 151-158).
Conditions of service of British troops in India.
283. W e review in Section 9 the conditions of service of British troops in
India, and conclude that they may be considered generally satisfactory, having
regard to Indian conditions, though the standard of barrack accommodation
should be brought up to date as funds become available. W e discuss the question
of reducing the term of service in India to 4 years (paragraphs 159-163).
The Strength of the Air Forces (Chapter 7).
284. The question of the strength of the air forces required for the local
defence of India has proved one of considerable difficulty. On reaching India,
we found that the defence authorities had reconsidered the strategical plan for
the conduct of war with Afghanistan. They do not now regard as essential the
proposal which the Chiefs of Staff had had before them for a vigorous and
sustained air offensive against that country from the outset of the war. In view
of this change of plan the Commander-in-Chief considers that the minimum
requirements for local defence would be satisfied by the provision of 4 Bomber
squadrons, 3 Army Co-operation squadrons and 1 Bomber Transport squadron,
two of the Bomber squadrons having a primary role of Coast Defence, but being
available on the Frontier if not needed or when no longer needed for coast defence
(paragraphs 164-167).
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285. W e have based ourfinancialappreciation of the defence forces as a
whole on these proposals of the Commander-in-Chief so far as local defence is
concerned, and on the provision of two further Bomber squadrons which we
recommend as India's share of the joint responsibility for external defence
(paragraphs 182 and 183).
286. W e have, however, been unable to reach agreement among ourselves
on the number of Bomber squadrons which should be provided for local defence
and our differing views are explained in paragraphs 169 and 170. W e have
pointed out that if, as we propose, all strategic plans affecting India are the subject
of early consultation between the Commander-in-Chief and the Committee of
Imperial Defence, and if approval by the two Governments were given to an
alteration of the plan after such consultation, some reconsideration of the
strength and composition of the forces might be required.
287. W e recommend that the proposed organisation and equipment of the
air forces as explained in Chapter 7, Section 2, should be approved (para
graph 181).
288. W e recommend that the supply difficulty arising out of the longer
cycle of re-equipment adopted for Army Co-operation and Bomber Transport
aircraft should be investigated by the Defence Department in consultation with
the Air Minister at an early date (paragraph 175).
289. W e suggest that it should be confirmed that India's relatively small
requirements of aircraft and engines in war can be met out of Air Ministry
reserves (paragraph 177).
Reorganisation of the Royal Indian Navy (Chapter 8).
290. Our recommendations for the reorganisation of the Royal Indian Navy
are set out in this Chapter. They are based on the agreement reached by the
British and Indian Governments and announced in January 1938. The
principal recommendations to which we draw attention here are for the
construction of four " Bittern " class escort vessels, the rearming of " Indus "
and " Hindustan " and the completion of local naval defence measures. The
detailed recommendations are summarised in paragraph 198.
Coast Defence (Chapter 9).

,

:

291. In addition to the provision of the two Bomber squadrons with a
dual role of Frontier duties and coast defence, we recommend the provision of
coast defence and anti-aircraft artillery at the principal ports. W e assume that
the danger to the ports will probably disappear when commerce raiders have been
rounded up in thefirstfew months of the war (paragraph 201) ; and we consider
that the provision of 6-inch guns on modern mountings should suffice to deter
attempts to bombard the ports so long as the scale of attack is no higher than
that of a cruiser or armed merchant vessel operating some thousands of miles
from its base (paragraph 202). W e recommend these measures as providing a
reasonable minimum insurance; and on that basis we do not propose that
9.2-inch guns, of which the cost would be very heavy, should be installed at
Bombay (paragraph 203). W e recommend the provision of 3-inch anti-aircraft
guns at the principal ports, and we assume that steps will be taken to ensure
the supply of the small number required from stocks available in the United
Kingdom (paragraphs 209 and 210). W e summarise our recommendations in
paragraph 212.
Ordnance Factories (Chapter 10).
292. W e discuss in this Chapter the proposals which were made by the
Government of India to reorganise and expand their Ordnance Factories so as
to make India as far as practicable self-sufficient in war in the supply of
munitions. The policy underlying these proposals had already been considered
by the Chiefs of Staff Sub-Committee, who had advised its adoption.

293. W e have examined the possibility of enlisting private enterprise to
assist in the production of munitions in India, and we have also considered the
alternative course to production in India of relying on purchase outside the
country and the accumulation of large reserves.
294. W e recommend that the proposals of the defence authorities set out
in paragraph 229 for the reorganisation and expansion of seven of the existing
factories and the construction of a new factory for the manufacture of T.N.T.
should be adopted.
295. W e also recommend that consideration should be given to the
co-ordination of these proposals with any similar plans that are contemplated
in other parts of the Empire (paragraph 234).
Finance (Chapter 11).
296. The capital cost of our recommendations is necessarily extremely
conjectural, but on the most reliable estimates which are possible at the present
time it will amount to over £30 millions. It does not appear to us that the funds
to meet this expenditure can be found out of the resources at present available
in India (paragraph 250).
297. If assistance could be given to India to enable her to meet the capital
cost of reorganising and modernising her forces as we propose, it is estimated
that the maintenance charges during thefirstfive years after deducting the
increased annual contribution from His Majesty's Government of £2,000,000
from the 1st April, 1939, would be within the level of the present provision for
defence, provided no further improvements in the conditions of service of British
forces were introduced which would involve a material increase of expenditure in
India; and we see at present no reason why it should not be possible for India
to remain self-supporting without any undue burden on her resources
(paragraph 247).
298. W e regard it as axiomatic that with the help of such reasonable
contribution as His Majesty's Government may make towards the cost of India's
defence forces, so far as they are satisfying what we look upon as a joint
responsibility of the two Governments, India should meet the whole maintenance
cost of her forces out of her own resources (paragraph 248).
(Signed)

S. K. B R O W N .
M. J. DEAN.
Delhi, January 30, 1939.

CHATFTELD.
E. J. S T R O H M E N G E R .
B. S E R G I S O N - B R O O K E .
C. L. C O U R T N E Y .
C. J. E. A U C H I N L E C K .

APPENDIX

II.

[ C P . 138 (39).]
S U M M A R Y OF C O N C L U S I O N S A N D R E C O M M E N D A T I O N S OF T H E
C A B I N E T C O M M I T T E E ON T H E R E P O R T OOF T H E E X P E R T
C O M M I T T E E ON T H E D E F E N C E OF I N D I A .
Summary of Conclusions and

Recommendations.

57. The conclusions and recommendations of the present Report may be
summarised as follows : —
(1) W e are in agreement with principal conclusions which the Chatfield
Committee have drawn, and with the principal recommendations
which they have put forward for the re-organisation of India's
Defence Forces; and we recommend the Cabinet to accept them
(paragraph 101).
The Principles on which the Re-organisation Proposals are based.
(2) The first principle on which the re-organisation proposals are based is
that the responsibility for the Defence of India rests through the
Governor-General and the Secretary of State for India with the
British Government; and that this responsibility will in no respect be
weakened, whatever political pressure is brought to bear on the
Government of India, either before or after the coming of Federation.
W e recommend that the Cabinet should make it clear that there will
be no departure from this fundamental principle (paragraph 12).
(3) W e also recommend the Cabinet to accept the second main principle on
which the Chatfield Committee's re-organisation proposals are based,
namely, the joint responsibility of the British and Indian Govern 
ments for the external Defence of India (paragraphs 13 and 14).
(4) We recommend that an assurance be conveyed to the Government of India
that His Majesty's Government will support them in any measures
which may become necessary in the event of a major political crisis
occurring in India as a result of the acceptance of the principle of
joint responsibility (paragraph 14).
(5) W e endorse the Chatfield Committee's proposal for a comprehensive
review of policy on the Western Frontier, but, pending the receipt of
a report from the Governor-General, which is expected at an early
date, we can make no detailed recommendations as to how, and by
whom, this review should be undertaken (paragraphs 15 to 19).
The Military

Aspects of the Proposals.

The A rmy in India.
(6) W e submit for approval the detailed recommendations of the Chiefs of
Staff in connection with the Chatfield Committee's proposals for the
strength and distribution of the Army in India, including the
External Defence Troops (paragraphs 23 to 26).
(7) W e submit for approval the detailed recommendations of the Chiefs of
Staff with regard to the British and Indian units declared surplus
under the Chatfield Committee's proposals. The Cabinet should be
aware (a) that the whole of the British units declared surplus have
left India and have been absorbed into the British establishment, and
(b) that no disbandment of surplus Indian units will take place for a
further 12 months, the Government of India having accepted their
upkeep for this period as a charge on the Indian Defence Budget
(paragraphs 27 to 30 and Annex),
f The references in paragraph 57 are to earlier paragraphs in our present "Report.

The Royal Air Force in

India.

(8) The Chatfield. Committee were unable to reach agreement as to the
strength of the air forces which should be maintained for I.ndia's
Local Defence requirements, and their financial appreciation is
accordingly based on the strength recommended by the Commander-inChief in India. The Chiefs of Staff record the opinion that a
minimum of two additional bomber squadrons is required for LocalDefence purposes, over and above the strength recommended by the
Commander-in-Chief. The additional bomber squadrons could not in
any event be supplied for some time, but we recommend that the Chiefs
of Staff should give further consideration to this question in the
course of their examination of the Indian W a r Plan (paragraph 31).
(9) A s regards the air forces which should be maintained in respect of the
External Defence commitment, the allocation of two bomber squadrons
recommended in the Chatfield Report is regarded by the Chiefs of
Staff as not providing sufficiently for the air reinforcements required
for the Middle and Far East. W e consider that the strength of these
reinforcements is a matter which the Secretary of State for A i r should
raise in the Committee of Imperial Defence (paragraphs 33 and 34).
The Royal Indian
Factories.

Navy;

the Coast Defence of India;

the Ordnance

(10) W e endorse the recommendations of the Chatfield Committee under the
above headings (paragraph 35).
Finance.
(11) Our inquiries confirm the view of the Chatfield Committee that it will
not be possible to raise any substantial amount of additional revenue
for Defence purposes in India, during the period of re-equipment
(paragraph 36).
(12) Accordingly we see no alternative but to recommend that the capital cost
of the reorganisation proposals, estimated at £34-33 millions, shall
be provided by the Home Exchequer, stipulating at the same time that
any excess over the above figure will be borne by the Government of
India. Conclusion 17 below contains our recommendation on the extent
to which this Home Exchequer assistance should be in the form of
grant and loan respectively (paragraphs 37 and 38).
(13) A s regards maintenance charges, we agree with the Chatfield Committee
in regarding it as axiomatic that, with the help of such reasonable
contribution as His Majesty's Government may make towards the
cost of India's Defence Forces, so far as these are satisfying a joint
responsibility, India should meet the whole maintenance cost of her
forces out of her own resources. In our view there would be no case
for further assistance from the Home Exchequer in respect of future
maintenance charges resulting from the present reorganisation
proposals; we would not, however, recommend that any hard and fast
decision of principle should be taken at the present time in respect
of maintenance charges arising out of causes not directly connected
with the proposed reorganisation, e.g., future improvements in the
conditions of service of British troops in India (paragraphs 39 and 40).
(14) The Government of India have informed us that they are prepared in
future, on the assumption that the Chatfield Report as a whole is
accepted by His Majesty's Government, to meet the ordinary
maintenance charges which will arise in the event of the External
Defence troops being employed outside India in an emergency affecting
India's external security (paragraph 41).
(15) W e submit for approval a proposed order of priority in the supply of war
equipment and reserves, as between the Army at Home and the Army
in India (paragraphs 42 to 44).
(16) W e point out that exchange difficulties may occur in respect of purchases
in America, e.g., of vehicles or machine tools (paragraph 45).

(17) W e recommend that one-quarter of the sum of £34-33 millions, being
. the estimated capital cost of the reorganisation proposals (see
Conclusion 12), should be advanced as a loan to India from the Home
Exchequer, the remainder being a gift from His Majesty's Govern
ment. W e consider that interest on the loan should be entirely
remitted during the first five years; and that after this period India
should pay the service of the loan (interest and repayments of capital)
out of her current resources (paragraphs 46 and 47).
General.
Co-ordination of Defence between His Majesty's
Government of India.
(18) W e

Government and the

endorse the recommendations of the Chatfield Committee on the
co-ordination of Defence between His Majesty's Government and the
Government of India; and we note with satisfaction that a body
corresponding to the Committee of Imperial Defence is being estab
lished in India (paragraphs 50 to 53).

The Higher

Direction

of Indian

Defence.

(19) W e suggest that we should be authorised to sit again for the purpose
of reporting on the higher direction of Defence matters in India
(paragraphs 54 to 56).
Signed on behalf of the Committee:
T. W . H . I N S K I P ,

Richmond Terrace, S.W. 1,
June 23, 1939.
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Meeting of the Cabinet to be held at No. 10, Downing
Street, 8.W.I., on WEDNESDAY, 5th JULY, 1939,
at 10.30 a.m.

AGENDA.
1.

PQRBIGN AFFAIRS.

2.

I.R.A. OUTRAGESo
(Reference Cabinet 1 (39) Conclusion 10)
Memorandum by the Home Secretary.
C P . 12+7 (39) - circulated herewith.

3.

WAR RISKS INSURANCE LEGISLATION.
(Reference Cabinet 2 (39) Conclusion 9)
Memorandum by the President of the Board of Trade.
C P . li+5 (39) - circulated herewith.

ho

SURVEY OF WAR. PLANS IN THE ECONOMIC AND FINANCIAL SPHERES.
Memorandum by the Chancellor of the Exchequer.
C P , lh6 (39) - circulated herewith.

5*

CONCLUSIONS OF HOME AFFAIRS COMMITTEE.

15th Conclusions (39) of Committee of Home Affairs - to
be circulated.
(a)

Export Guarantees (Amendment) Bill.
(Reference Cabinet 33 (39) Conclusion 8 and
Cabinet 3k (39) Conclusion 9)
Memorandum by the President of the Board of
Trade, covering draft Bill.
H.A. 29 (39) - circulated herewith.

(b)

Law Reform (Miscellaneous Provisions) (Scotland)
Bill.
(Reference Cabinet 3U (39) Conclusion 6)
Memorandum by the Secretary of State for
Scotland, covering draft Bill.
H.A. 28 (39) - circulated herewith.

(Signed)

E.E. BRIDGES

Secretary to the Cabinet.

Richmond Terrace, S.W.1.
30th June, 1939
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1.

THE PRIME MINISTER reminded his

colleagues that a resolution

in favour

of pensions for Members of Parliament
(Previous
Reference!
Cabinet 58
(38), Con- '
elusion
)
^0.

had

been carried in the House of Commons on
the 2nd February, 1939.

In view of this

resolution, he felt bound to bring in a
Bill to provide statutory authority for
the proposed annual deduction of £12 from
Members' salaries.

He proposed, therefore,

to introduce the Bill and to speak in favour of
it himself.

He thought, however, that the

Bill should be left to the free vote of
the House and that, as on a recent occasion,
the right course would be for Under
Secretaries and VJiips to be as free as
Back Benchers to decide how they would
vote, but that members of the Cabinet
should not vote against the Bill, although
they need not feel bound to vote in favour of
it.

He hoped to introduce the Bill

before the Summer Recess.
The Cabinet, approved this
proposal.

2.

THE PRIME MINISTER reminded .his colleagues

that, until the end. of the Session, Fridays were
now taken for Government business.

On the

previous Friday, on a Division on the Ministry of
Labour Vote, the Government majority had fallen to
18.

He hoped that his colleagues would, so far as

possible, arrange in future to work in their rooms
in the House of Commons rather -hah in their
Offices on Fridays, so th"t they could attend
Divisions at short notice.
The Cabinet took note of this statement.

COMPANY
DIRECTORSHIPS.
Tenure by
Ministers of
the Crown,
(Previous
Reference:
War Cabinet
106, Con
clus ion 3 *)

3 - -^E-^PRTtrE-mNISTER said that the rule on this
subject, which had been laid, down by Sir Henry Campbell
Bannerman in March, 1906, was in the following terms :
"All directorships held hy Ministers must
be resigned, except in the case of honorary
directorships, directorships in connection
with philanthropic undertakings, and
directorships in private companies".
As his colleagues were aware, a number of
Parliamentary Questions had recently been addressed to
him by Mr, D..N. Pritt, K.C. ,M.P., on this matter and
he had. invited Mr Pritt to submit his views in the
form of a memorandum.

This he had done.

It was evident that the term "private companies",
which had no statutory significance in 1906 and was
probably used to cover Companies dealing wholly or
mainly with family interests, now covered a. very
much wider field.
The Prime Minister said that he had reached the
conclusion that some change was called for in regard,
to Directorships of private companies.

He proposed

to send to his colleagues a. copy of a draft statement
which had been prepared, setting out the change which
he proposed should be made in the rule in regard
to such Directorships.

He asked that

any Minister who would be embarrassed ^y the rule
would let him know.

He also invited his Cabinet

colleagues to bring the statement to the notice of
Undei—Secretaries in their Departments.

He would

himself bring the statement to the notice of any
Ministers not covered, by these arrangements.
^he Cabinet, took no*e of this statement.

4 . THE SECRETARY OP STATE FOR FOREIGN AFFAIRS

THE INT"5RNATIONAL
SITUATION.

said that his colleagues would-have seen ^elegrams

-Russia.

N o s . 150, 151 and 1 5 2 , of the 4th July, 1939, from
Sir William Seeds.

(Previous
Reference !
Cabinet 34
(39), Con
elusion 2.)

The first point raised by these telegrams was
that the Soviet Government had refused to agree to
the Inclusion of Holland and Switzerland in the
secret list.

The wheel had. thus come full circle

from, the early days of the negotiations, when Russia
had pressed for full reciprocity.
The Foreign Secretary said that it was a curious
instance of Soviet Governmental methods that
M . Molotov had stated that the People's Representa
tives had authorised the giving of guarantees in
respect of five countries, plus, the Baltic States^
m

If, at a later date, Poland and. urkey made pacts
of mutual assistance with the Soviet Union, those
two countries could be dropped out of the number of
third-party States, and their names replaced, on the
list by those o^ Holland and Switzerland,
t

In form, the omission of Switzerland and the

Netherlands from the countries in the secret list
was open to great objection.

On the facts as they

existed today, however, this course was perhaps not
open to quite so much objection as raight appear at
first sight,

^hus, it could, well be argued that it

was of the first importa.nce to make some arrangement
in Eastern Europe which would ensure Russian support
for Poland., a.nd. that any failure to achieve this
would, a.ct as an encoura.gem.ent to Herr Hitler.
In the view of the Foreign Policy Committee
an even more important issue had. been raised, by
m

elegram No. 151 from Moscow, which defined

"indirect

aggression" as "an internal coup d'et.ftt or a reversal

of policy in the interests of the aggressor".

It was

unnecessary to stress the objections to this defini
tion and the difficulties which VJOUI^ ensue therefrorr.
The Foreign Policy Committee had been impressec"
by the need for urgent action and with the likelihood
of further argument if new points were continually
raised.

Th^jp had. therefore reached the conclusion

that the right course was that we should, submit to
the Soviet Government two definite alt ernatives, and.
invite them to select one or the other.
The first alternative was that the Soviet
Government should drop their definition of "indirect
aggression", and. that we should, abandon our insist
ence on the inclusion of Switzerland, and Holland in
the secret protocol.

Ne should, however, endeavour

to incorporate in the Treaty a. provision for consulta
tion in the event of aggression against any Powers
not included, in the secret list, and we should also
includ.e a. provision for consultation to deal with
cases of indirect aggression.
m

h e second, alternative was to fall ba.ck on a

tripartite pact, together with provisions for
consultation in regard to cases not cohered by such
a pact,
If the second alternative was adopted, we should
also agree to further negotiations with a view to ex
tending the pact to other cases not covered by it.
The Foreign Secretary said that he had. been
authorise^ by the Foreign Policy Committee to prepare
a draft telegram on these lines and to despatch it to
Mos cow as soon as it had been approved by the Prime
Minister and settle^ in consultation with the French
Government.

In the course of discussion, it was pointed
out that it would appear that the exclusion of Holland
and Switzerland from the secret list of countries would
enable Germany to avoid Russia being immediately involved
in a war which Germany started, by an attack on Holland
or Switzerland.

On the other hand, it was pointed

out that if the list was kept secret, there would be
1

an element of uncertainty in Herr Hitler s calculations.
Again, it was felt, that it would be better that we
should reach an immediate agreement with Russia rather
than allow the negotiations to drag on indefinitely.
In reply to questions, the FOREIGN SECRETARY
said that he had very little information as to the real
attitude of Russia in regard to the Treaty other than
that which reached him in the Foreign Office telegrams.
He did not anticipate that the result of the despatch
of a telegram on the lines proposed would be that
Russia would break off negotiations altogether.

If

this happened, it would, he thought, show that Russia
had never seriously intended to conclude a treaty with
us.
The Cabinet then considered the Soviet
insistence on the treaty covering cases of indirect
aggression and on the proposed definition of such
aggression.
THE MINISTER OP HEALTH asked what action we
proposed to take if the new technique v/ere applied to
the Baltic States.

In his view, this point was- a

crucial one in any arrangements to meet aggression.
He asked how wide was the gap between the British
and Soviet points of view on this matter.

j

THE FOREIGN SECRETARY said that i f

an

attempt was made to apply the new technique o f

indirect

aggression to one of the Baltic countries, under the
Anglo-French draft we should consult with Russia and
if

agreement so to do was reached, we should put the

mechanism of mutual assistance into operation..

Under

the Russian draft, however, if Finland, for instance,
signed a treaty with Germany which, in Russia's view,
was unduly favourable to Germany, and if Russia took
action in Finland which Germany regarded as Russian
interference, we might well find ourselves involved

in

war.
The view was generally expressed that the
definition of indirect aggression proposed by the
Russian Government was entirely unacceptable.
THE FOREIGN SECRETARY added that in his view
the methods by which the modern technique o f indirect
aggression could be applied were so various that i t

could

not be satisfactorily covered by any single formula.
THE MINISTER OF HEALTH thought there was a
certain amount of suspicion between the
two sides and, in particular, he thought that the
Russians suspected that when we referred to "consultations"
i n the draft treaty, we intended to employ delaying
tactics.
After some further discussion, it was agreed
that there was no reason why the draft treaty should not
provide for immediate consultation in regard to cases
of indirect aggression although objection was seen to
a rigid provision for consultation within, say, 3 o r
4 days.
THE SECRETARY OF STATE FOR INDIA said that,
i n his view, the situation would be adequatels' met by a
-

simple Three-Power Pact..

Ke thought that the

additional provisions in the draft now under discussion
were likely to involve us in all sorts of difficulties,
more especially since he did not believe that the secret
protocol would be kept secret.
THE PRIME MINISTER said that he and several
other members of the Foreign Policy Committee would in
many ways have preferred the conclusion of a simple
Three-Power Pact.

The conclusion reached had, however,

been that if, after lengthy negotiations to obtain a
treaty on a wider basis, we were now to send a telegram
to the effect that we were only prepared to sign a
treaty on the basis of a simple Three-Power Pact, w e
should run the risk of putting ourselves in the wrong
with Russia.

It had therefore been thought better to

send a telegram putting forward two

alternatives.

The Cabinet took note of the above statement
and authorised the despatch to Moscow of a
telegram on the lines approved by the Foreign
Policy Committee as indicated by the Foreign
Secretary.

INTERNATIONAL
SITUATION (Cont*&.)

5.

Danzig...andPoland.

crop of rumours which had been current over the

(Previous Refer
ence: Cabinet
32(39) Conclu
sion 8 ) ,

THE SECRETARY OP STATE POR FOREIGN AFFAIRS

said that the Cabinet would be aware of the

weekend to the effect that a coup at Danzig
was imminent.

It had been learned that a

number of these rumours were being freely
propagated by Herr Abbetz from Paris.

On

1st July the French Government had wished us
to join with them in issuing a formal Government
statement:

having regard, however, to the

fact that these rumours were being propagated,
toy an emissary of the German Government, the
Foreign Secretary had thought that the issue
of such a statement might be playing the
German game.

It had therefore been decided

to adopt a middle course.

No formal

Government statement had been issued, but the
newspapers had been given a certain amount of
inspired direction.
The Foreign Secretary said that we had
not yet had a firm reply to our telegram
to Warsaw (No. 2 0 7 ) , in which we had
suggested that the moment had come when con
sultation should take place between the British,
French and Polish Governments in order that the
plans of the three Governments should be
co-ordinated in time.

Sir Howard Kennard had,

said that Colonel Beck would find it difficult
to be more specific as to the action he would
take in the event of an attempted coup at Danzig. I
Colonel Beck had always said that his action
would be proportionate to the provocation ofjtHJWs&j

At the same time if matters developed rapidly at
Danzig it ivould he necessary for Poland to act quickly,
unless she was to he at a serious military disadvantage.
Continuing, the Foreign Secretary said that it
v/as proposed to send a senior British General to Poland
to ascertain the Polish plans.

It had originally "been

proposed that both a French and a British General should
go to Warsaw, but as there was already a French General
there, this part of the plan was unnecessary.
The Foreign Secretary added that he also intended
to seek an early interview with the German Ambassador
in London and to speak to him in much the same terms
in regard to Danzig as Li. Bonnet had used to the German
Ambassador in Paris.
The Foreign Secretary then said that the Prime
Minister had discussed with him the possibility of
F.R3j[3^)u^.

m a

k i n g some communication to Signor Mussolini, giving

him a plain intimation of the issues involved and of the
consequences if war ensued.

It was proposed to arrange

for a message, in suitable terms, to be conveyed from the
Prime Minister to Signor Mussolini through our
Ambassador in Romeo
The Foreign Secretary said that he had also
considered giving the Pope the outlines of a possible
solution of the Danzig problem, but he had reached the
conclusion that in the present atmosphere there was no
opportunity for a settlement by negotiation.
point was to secure a detente.

The first

82
The Foreign Secretary invited the attention o f
his colleagues to Sir Neville Henderson's Telegram
(No. 295 from Berlin) in which he reported that the
Polish Ambassador had re-acted very quickly to the
suggestion that if anything was to he done i t was
necessary to deal direct with Herr Hitler.

This seemed

t o confirm Herr von Weizsacker's statement that there wez*e
some indications that the Poles might be prepared t o
negotiate on Danzig.
The Foreign Secretary concluded by saying that
it was proposed to arrange for a clear statement to be
made in Parliament explaining the importance of Danzig
and the main facts in regard to its position.

Such

a statement would have value in educating public opinion,
both here and in the United States.

The statement

would explain how serious would be the consequences of
an attempted coup and would indicate that in calmer
times negotiations might prove successful.

A draft

of the statement had been sent to Colonel Beck.
THE SECRETARY OF STATE FOR WAR said that the
British General to be sent to Poland would, of course,
endeavour to obtain information as to Polish plans
from Marshal Smigly-Rydz.

He thought however that

instructions should also be given to the General as
to the direction which we wished Polish plans to take.
THE FOREIGN SECRETARY thought that the General
should not discuss political issues.
THE PRIME MINISTER thought that the General
should ascertain what would be the most which Poland
could do if force was used in Danzig.

THE HOME SECRETARY stressed the importance of
giving the General precise instructions*

He suggested

that the British General's discussions should cover
Polish munitions and mobilisation.
THE MINISTER FOR CO-ORDINATION OP DEFENCE explained
that Staff Conversations had already been held with the
Poles, and that the Report of our representatives was now
being examined by the Chiefs of Staff.

He gave the

Cabinet particulars of some of the main facts which had
emerged in these conversations,

(Paper No. C,O.S* 9 2 7 ) .

THE PRIME MIN73TER thought it was important that
the British General's discussions with Marshal Smigly-Rydz
should not cut across the Staff Conversations, but should
be confined to the issue of what action the Poles proposed
to take if a situation should develop at Danzig in which
they were not prepared to acquisceo

It was important,

that the General should receive precise directions.
THE CABINET:
(i) Took note of the Foreign Secretary's
statement.
(ii) Invited the Foreign Secretary to
confer'with the Secretary of State
for War in regard to the despatch
of a British General to Poland, and
in particular to settle with the
Minister for Co-ordihation of Defence
and the Secretary of State for War the
terms of the instructions governing
the course of his conversations to be
given to the General selected for this
Missions

IUT3SNATI0NAL
GI':TI -TION. ( Contd.)

6.

THE PRIME MINISTER said that a good deal

Q

had already heen clone to eliminate the risk that
Herr Hitler

might not realise that we were in

Defence Preparedness.
earnest ahout the position at Danzig.

Neverthe

Waval Measures.
less, he was not disinclined to take further
F.R..3jlp l)'] 
,c

action to add to the impression already created.
It had already been arranged that the Fleet should
undertake combined exercises with the Royal Air
Force in August

0

He had discussed with the

Minister for Co-ordination of Defence and the First
Lord of the Admiralty the proposal that a further
statement should presently be made, indicating that
it was intended to extend the scope of these com
bined exercises.

The First Lord was working out

a plan whereby the exercises should be supplemented
by making available further ships, including a
considerable number of cruisers and destroyers,
which would :.oin the Fleet after the August Bank
Holiday.

This would result'in a larger demonstra

tion of force and would also be very valuable if a
serious crisis developed in August or September.
These further ships could not be manned without
calling out reservists,

The scheme had not yet

been finally completed.

He thoiight that an

announcement would not be necessary for some ten
days.

Nevertheless, he would be glad if the

Cabinet would authorise the making of an
announcement in suitable terms if the situation
rendered this course desirable before the next
weekly meeting of the Cabinet

c

THE SECRETARY OP STATE FOR AIR said that
in the course of the next few days he proposed
t o announce that several squadrons were shortly
flying to Prance on a visit, and that a number
o f flights over French territory would take place

jii

during the next few weeks.
Discussion turned to the question whether
action or statements which tended to emphasise
the critical

position in international affairs

played into Germany's hands by fostering an
atmosphere of constant tension.

The suggestion

was also made that mobilisation of the Fleet was
a measure which it might be desirable t o keep until
matters were extremely seriou-S,,.
It was agreed that this point of view was

jfi

one of great importance, and that it was necessary
t o keep a balance between action which showed
resolution, and action which might indicate that we j
were becoming apprehensive.

It waspointed out,

however, that according to the plan described by
the Prime Minister, the announcement would b e made
some weeks before the event to which it related.
Further, while the plan involved the calling-up"
o f a certain number of reservists it fell very
far short of mobilisation..
The Cabinet approved in principle the
making of an announcement on the lines
suggested by the Prime Minister, and
agreed that if the situation should
necessitate an announcement on these
lines, it might be made without further,
reference to the Cabinet.

jj

TS^5 TNTERNATTONAL

f Confd.)
^he P o s i t i o n
at T i e n t s i n .

7. THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
said that he had very little to say on this matter.
There was a report in the Press, which he was not at
present able to confirm, to the effect that the
negotiations at Tokyo would start on the ensuing

(Previous
Reference:
Cabinet 34
(39), Con
olus ion 1.)

day.
The Cabinet took note of this statement.

8.

THE SECRETARY OP STATE FOR FOREIGN A F F A I R

in. r e p l y t o a q u e s t i o n , s a i d that he had little to
add t o t h e t e l e g r a m s which had been received on this
subject.

He r e f e r r e d t o a r e c e n t t e l e g r a m from

S i r Ronald Lindsay (Telegram N o . 295 from Washington)
which i n d i c a t e d t h a t t h e A d m i n i s t r a t i o n i n t e n d e d to
c a r r y on t h e f i g h t

i n t h e S e n a t e , but t h a t t h e

p r o s p e c t s were not v e r y encouraging as i t had
always been e x p e c t e d that t h e Senate would b e l e s s
f a v o u r a b l e than t h e House o f R e p r e s e n t a t i v e s .

j
1

EXPORT CREDIT
GUARANTEE SCHEME.

9.

THE PRESIDENT OP THE BOARD OP TRADE said

that at the present time a good many credits con
Effect of the
International
Situation.
(Previous
Reference:
Cabinet 34
(39), Conclusion
9).

tinued to be given in respect of exports to
Germany and Italy, on the advice of the Export
Guarantees Advisory Council.

The Council, however,

was now somewhat apprehensive as to the

position

and he thought that, failing some guidance, they
might refuse to renew guarantees in respect of
exports to Germany and Italy.

His view was that

it would be a pity if exports to Germany and Italy
under the Government scheme were to be brought to
an end at the present time.

At the same time,

the Government should not put pressure on the
Advisory Council to grant such credits against their
own judgment.

If the Cabinet agreed, he would

like authority to communicate "with the Advisory
Council on the lines indicated.

The result would

Xjrobably be that the Council would continue to
grant credits in respect of exports to Germany
and Italy.
General agreement was expressed with this
suggestion, and the President of the Board
of Trade was authorised to act accordingly.

I . R . A . OUTRAGES,
(Previous
Reference:
Cabinet 1
(39) Con
clusion 1 0 ) .

10.

The Cabinet had b e f o r e them a Memorandum by

the Home S e c r e t a r y

(CP.-147 (39))

i n which he urged

the need f o r f u r t h e r powers t o d e a l w i t h the c r i m i n a l
conspiracy of

the I r i s h Republican Army.

In his

Memorandum t h e Home S e c r e t a r y d e s c r i b e d the o r g a n i s a t i o n
o f the I . R . A .

and r e v i e w e d t h e s a l i e n t f e a t u r e s o f

the

l o n g campaign of o u t r a g e s which had begun on the
16th January w i t h t h e o b j e c t of f o r c i n g His M a ^ e s t y s
f

Government t o b r i n g the p a r t i t i o n of I r e l a n d to an
end.

These showed on the one hand the s e r i o u s

extent

of the danger t o l i f e

and p r o p e r t y and on the o t h e r

hand the d i f f i c u l t i e s

which p r e v e n t e d the

effective

s u p p r e s s i o n o f the o r g a n i s a t i o n w i t h o u t f u r t h e r

drastic

powers.
The most e f f e c t i v e

new weapon would be the

power t o i n t e r n persons whom the Home

S e c r e t a r y had

r e a s o n a b l e grounds f o r supposing t o be engaged i n the
c o n s p i r a c y , w i t h a p r o v i s i o n f o r some form of
t o an A d v i s o r y Committee,

There would

appeal

probably

be P a r l i a m e n t a r y o b j e c t i o n , however, t o the grant o f
such a power i n time of p e a c e , i n v o l v i n g ,

as i t

would,

a suspension of the Habeas Corpus A c t .
An a l t e r n a t i v e weapon would be the power t o
d e p o r t and exclude persons b e l i e v e d t o be concerned In
the c o n s p i r a c y , w i t h l i a b i l i t y
o f imprisonment i f
t h i s country.
solution of

to a substantial

term

an attempt were made t o r e t u r n t o

Such a power would a s s i s t i n the

the r e a l problem, which was to

the l o c a l c o n t r o l m a i n t a i n e d by s e c t i o n a l

disorganise
organisers.

The e x i s t e n c e of

a power t o d e p o r t might p r o v e a

p o w e r f u l d e t e r r e n t to any sympathisers who might he
tempted t o p a r t i c i p a t e i n t h e o r g a n i s a t i o n .
power, m o r e o v e r , would he l i k e l y
support i f

Such a

t o command g e n e r a l

i t s use were c o n f i n e d t o t h e case o f

persons who were b e l i e v e d t o have been r e s i d e n t

in

I r e l a n d and not t o have been e s t a b l i s h e d more than " X "
y e a r s i n Great B r i t a i n ,

though i t might be d e s i r a b l e ,

t o a v o i d t h e appearance of d i s c r i m i n a t i o n a g a i n s t
t o make t h e power t o remove a p p l i c a b l e t o a l l
s u b j e c t s not born i n of e s t a b l i s h e d i n Great
f o r more than "X" y e a r s .

To f i x

Eire,

British
Britain

"X" a t f o u r o r

five

y e a r s would c o v e r a f a i r p r o p o r t i o n of

the p r i n c i p a l

o r g a n i s e r s , but t h e h i g h e r t h e f i g u r e ,

t h e more

adequate i t would be f o r P o l i c e p u r p o s e s .
for

Provision

the c o n s t i t u t i o n of an A d v i s o r y Committee t o

I n i n d i v i d u a l cases might be made i f

i t were c o n s i d e r e d

t h a t t h i s would make the passage of a B i l l
Parliament e a s i e r .

advise

through

The Home S e c r e t a r y was c o n v i n c e d ,

h o w e v e r , t h a t nothing s h o r t o f internment o r removal
was l i k e l y

t o be of any use t o d e a l w i t h a h i g h l y

o r g a n i s e d S e c r e t S o c i e t y which i n c i t e d o r
enforced f a n a t i c a l

ruthlessly

obedience.,

There was no doubt t h a t the o r g a n i s a t i o n was
g r e a t l y f e a r e d by the E i r e Government which had been
o b l i g e d , i n i t s own d e f e n c e ,

t o pass t h e

Offences

a g a i n s t t h e S t a t e A c t , under which i t had p r o c l a i m e d
the I . H * A .

organisation to be i l l e g a l .

But whether

t h a t Government i n t e n d e d , or had the power, t o
t h e p r i n c i p a l l e a d e r s remained t o be seen.,

arrest

Mr. de

V a l e r a had made i t p l a i n t h a t he was not s e e k i n g powers

"because o f e v e n t s o u t s i d e E i r e , and i t might

therefore

be t h a t , so l o n g as the o r g a n i s a t i o n c o n f i n e d

itself

t o committing o u t r a g e s i n the U n i t e d Kingdom, he d i d not
propose t o take any f u r t h e r p r a c t i c a l s t e p s beyond the
present d e c l a r a t i o n of i l l e g a l i t y *

I n any e v e n t , any

a c t i v e s t e p s of suppression i n E i r e might only compel the
l e a d e r s t o c r o s s o v e r to t h i s country and

intensify

t h e i r p r e s e n t campaign,.
The Memorandum continued t h a t i f

t h e Cabinet were

p r e p a r e d t o a g r e e t o the p r i n c i p l e o f a B i l l
powers o f d e p o r t a t i o n and e x c l u s i o n ,

to

confer

t h e r e remained the

q u e s t i o n whether such powers should r e l a t e only t o E i r e ,
o r s h o u l d i n c l u d e a l s o Northern I r e l a n d .

On t h i s m a t t e r

the Home S e c r e t a r y proposed t o c o n s u l t w i t h the Government
of Northern I r e l a n d .
In conclusion,

the Home S e c r e t a r y asked f o r

a u t h o r i t y t o p r e p a r e and submit t o the Committee o f Home
Affairs

a Bill

( n o t n e c e s s a r i l y f o r immediate

p r o v i d i n g f o r t h e removal and e x c l u s i o n of
b e l o n g i n g to the I . R . A . ,

introduction)

persons

on the l i n e s s u g g e s t e d i n the

Memorandum i n o r d e r t h a t a B i l l might be r e a d y , i f
were any new developments which c a l l e d f o r
powers *

there

additional

THE HOME SECRETARY said that the
situation had become more serious in the last few
weeks.

At the outset the police had been

very successful in combating these outrages, but
they were now.finding it very much harder to obtain
the evidence necessary to secure convictions.

After

the Piccadilly outrages the police had arrested
a dozen men whom they felt sure were guilty
persons.

They had not, however, been able to secure

the necessary evidence, and after two or three
days they had had to let the men go.
The Homo Secretary thought that it was
essential that effective action should be taken as
soon as possible and without waiting until further
outrages took piace*

In his view, the only

really effective action would be to take emergency
powers which would enable suspected persons to be
internedc

If his colleagues did not feel able to

accept this suggestion there remained the
alternative of deportation.
It might be argued that, failing some visa
system, there would be no means of checking
deportees trying to return through the ports of
entry from Ireland.

It was true that the absence

of any visa system created a gap, but he was
satisfied that if the power of deportation was
limited to citizens of Eire who had been resident
in this country for less than five years, it-would
enable the authorities to deport anything up to 100
suspected persons who were strongly suspected of
being concerned in these outrages.

He had now

reached the conclusion that it was necessary to
introduce legislation before the end of the
Session.

—

THE LORD PRIVY SEAL said that he hoped
that every other expedient would he explored before
the policy of internment was decided upon.

Apart

from the difficulty of commending such a policy to
public opinion, an internment policy was, in his
view, only suited to a temporary situation to which
it was hoped other measures of alleviation could be
applied.

He preferred the policy of expulsion, which,

however, he thought would have to be accompanied by the
power to imprison prior to expulsion.

He thought that

it would be necessary to have some tribunal with
advisory powers whose recommendations would, in fact,
be accepted.

In Bengal there had been an advisory

tribunal of minor judges (not judges of High Court
status) whose reports had not been published.
THE SECRETARY OF STATE FOR DOMINION AFFAIRS
said that he did not know what Mr. de Valera's
reactions would be to the action proposed.

An

official of the Dominions Office, who had recently
visited Dublin, reported that Mr. Walshe was
apprehensive about the position and that there was
now some possibility of co-operation between the
British and Eire Authorities as regards persons
proceeding from Eire to this country.

Mr. de Valera

had expressed much concern about the matter, but
hitherto he had not been helpful in co-operating
with us.
The Secretary of State for Dominion Affairs
said that the Eire Government had themselves passed
a very drastic law which provided, inter alia, that
powers of internment could be brought into operation
by the issue of a proclamation by that Government.

He thought that at the appropriate stage., it would
he necessary to tell Mr. de Valera what action we
proposed to take although he did not suggest that we
should consult with him in the matcer.
THE PRIME MINIST .-R said that he was very
anxious in regard to the situation.

It was only by

a miracle that a serious loss of life had not occurred
in the Piccadilly outrage.

He favoured, and he thought

that the Cabinet as a whole would favour, immediate
legislation to deal with the situation,
THE SECRETARY OP STATS FOR SCOTLAND supported
this point of view.

Though the. e had been no outrages

among the Irish population in the Glasgow neighbourhood,
the police authorities in Glasgow favoured further powers.
J

THE LORD PRIVY S .;AL referred to the Art 0 B r i e n
case and pointed out bhat deportation, like internment,
involved interference with the Habeas Corpus Act.
The Cabinet agreed:
(l) To authorise the Home Secretary to
araange for the immediate drafting of
a Bill, and for its submission to the
Home Affairs Committee without further
reference to the Cabinet:
(2) The Bill s h m l d make provision for the
arrest, deportation and exclusion from
this country of persons belonging to
the Irish Republican Army:
(3) That a communication should be made to
Mr. de Valera when the Bill is drafted
in order that he should be given the
chance of making his comments, but not of
holding up the Bill:
4

(4) That the proposed Bill should be
introduced and passed into law before the
Recess.-,

T h e . C a b i n e t had under c o n s i d e r a t i o n a

2x.

Memorandum by t h e P r e s i d e n t o f t h e Board o f Trade
( C P . - 1 4 5 ( 3 9 ) ) on the s u b j e c t o f War R i s k s Insurance
o f E s s e n t i a l Commodities.

The Memorandum s t a t e d that

t h e Board o f T r a d e , i n c o n s u l t a t i o n w i t h t h e
Insurance i n t e r e s t s , had now worked out a scheme on
the l i n e s i n d i c a t e d by the C h a n c e l l o r o f the
Exchequer i n h i s statement i n t h e House of Commons
on t h e 31st January, namely, a scheme for the
insurance i n war-time o f a l l goods which, in t h e
o p i n i o n o f t h e Board o f T r a d e , were e s s e n t i a l to
the l i f e

o f t h e community during war, i n c l u d i n g the

maintenance o f t h e e x p o r t t r a d e , and under which t h e r e
was no provision i n peace but i t was n e c e s s a r y for
the persons concerned t o r e g i s t e r a t a nominal fee
sufficient

to cover expenses.

The P r e s i d e n t sought a u t h o r i t y to submit a
Bill

on t h i s s u b j e c t t o t h e Committee o f Eome A f f a i r s ,

w i t h a v i e w "to i t s i n t r o d u c t i o n i n P a r l i a m e n t
with.

forth

I n a d d i t i o n t o t h e p r o v i s i o n s r e l a t i n g to

the insurance o f commodities, the proposed B i l l

would

i n c l u d e t h e p r o v i s i o n s r e q u i r e d t o enable the
Board o f Trade tp o p e r a t e the comprehensive scheme
f o r marine war i n s u r a n c e , two p a r t s o f which had.
a l r e a d y been put i n t o o p e r a t i o n , i n advance o f
legislation,

w i t h t h e a p p r o v a l o f the Cabinet a t

t h e Meetings mentioned i n the margin.

I t would a l s o

i n c l u d e the power t o put i n t o o p e r a t i o n a scheme to
c o v e r goods i n t r a n s i t between ship and warehouse.
A f t e r o u t l i n i n g the e f f e c t

o f the p r o v i s i o n s

r e l a t i n g t o commodities, t h e P r e s i d e n t

indicated

c e r t a i n important p o i n t s o f d e t a i l on which he
c o n s i d e r e d t h a t t h e scheme announced by the

Chancellor should be modified:
(i) that the scheme should be wide enough to
cover practically all goods in trade,
without attempting to distinguish between
commodities considered to be essential
for the community in war-time or those which
were not;
(ii) that the idea of compulsory insurance
should be dropped;

with the corollary

that no trader who failed to take
advantage of a voluntary scheme (coupled
with a minimum premium based on the cost
of insuring, say, £100 worth of goods)
would be entitled to receive ex gratia
compensation for the destruction of his
stock by enemy action under the
compensation scheme except to an amount
which could be limited to £100;
(iii) that in regard to the increased fee for
late registration, contemplated in the
Chancellor's statement, nothing but a
sum equivalent to an exceedingly heavy
insurance premium could act as an
incentive to register in time of peace so
as to be covered in time of war, and that
the idea underlying the proposal was
: sufficiently met by the fact that a trader
who had not registered in time of peace,
would find himself without cover until a
policy could be issued to him.

THE PRESIDENT OP TEE BO,VRD OP TRADE drew
attention to the three points in regard to which he
proposed that the scheme announced by the Ghancellor of
the Exchequer should be modified.

The third point

had now been settled with the Treasury.

The main

question at issue was whether the scheme should be on a
compulsory or a voluntary basis.
The President said that he agreed that on
theoretical grounds the arguments in favour of a
compulsory scheme set out in the Memorandum by the
Chancellor of the Exchequer ( C P . 17 (39)) were
unanswerable.

In practice, however, a number of

difficulties arose.

In the first place, the Chancellor

1

scheme had not provided for the inclusion of retailers.
It had been urged in the Cabinet discussion that
retailers should be included.

In practice, however, it

was impossible to have a compulsory scheme which applied
to all retailers.

The Insurance Companies stated quite

definitely that they could not work such a scheme.

In

his view a compulsory scheme from which retailers were
excluded was not desirable since such an exclusion
was not equitable and would give rise to difficulties
of definition.
This line of argument led to the view that a
compulsory scheme could only be proceeded with if
businesses were included in it by reference to some
financial limit.

He thought that a provision on these

lines would present a serious obstacle to the passage
of the Bill at the present time.
There was also the consideration that the
authorities of the House of Commons would regard a Bill
providing for compulsory insurance as a taxation measure.
The Bill would therefore have to be founded on a Ways and

Means Resolution, and would be tantamount to imposing
-

taxation without stating what the rate of tax would be.
This also presented serious difficulties.
A further point was that, owing to fluctuations
in price values, a business might be liable to the
compulsory scheme one day and cease, to be liable on the
next day.

Again, when it had been established that a

particular business was within the limits of compulsory
insurance,it would be difficult to check that the business
was Insured for the right amount.
The President said that he had therefore reached
the conclusion that a compulsory scheme of insurance
was not in fact practicable.

Nevertheless, he thought

that a large proportion of the substantial firms would in
fact take advantage of a voluntary scheme, since there
was a growing recognition that there were very few places
in this country which were safe from air attack.

He

thought also that the banks and financial houses would
show unwillingness to finance commodities, wherever situated,
unless those commodities were covered by the Government
insurance scheme.
THE CHANCELLOR OP THE EXCHEQUER said that, while
he appreciated the serious difficulties involved, he
thought that a big question of principle was at stake.
His conception of the underlying principle of the scheme
was that it was imperative to ensure the supply of
essential commodities to the people of this country in
war, and that the right method of securing this end was that
the community as a whole should bear the risks, rather than
that the matter should be dealt with on the basis of
differing risks for each area according to its vulnerability.
The scheme had been worked out in general outline by a
Departmental Committee, which had reached the conclusion that
the right course was to have a compulsory scheme of insurance
for essential commodities.
-27

As he understood the matter^ the
President of the Board of Trade now proposed
to have a voluntary scheme of insurance, hut
at a flat rate applicable to the whole country.
The difficulties of a Government scheme "based
on a flat rate were, he thought, evident.
The scheme would be attractive to firms in
dangerous areas, but would not be attractive
to those in safer areas.

He thought that under

the President's scheme, instead of a free move
merit of commodities in war there would be an
increasing tendency for firms not to insure, but
to send their goods to what they believed to "be
the safer areas.

He felt sure that before long

any voluntary scheme would have to be amended
by offering varying rates according tothe degree
of vulnerability,.
More generally, the Chancellor of the
Exchequer thought that in a war such as was
envisaged, it would be necessary to adopt some of
the methods of the totalitarian regimes and this
applied particularly to the matter now under dis-j
cussion.

H e thought that many of the practical

difficulties to which the President of the Board
of Trade had referred applied as much to a volun
tary as to a compulsory scheme.
In regard to the retailers, the Chancellor
of the Exchequer agreed that it would not

be

possible to have a scheme which covered the
smaller retailers, but he thought that it would
be necessary to proceed on the basis of including
retailers above a specified financial limit in
any compulsory scheme.

THE LORD PRIVY - SEAL said that he was disturbed
at the proposed departure from a compulsory scheme.

He

rather doubted whether, if a voluntary scheme were
adopted, it would in fact cover the great majority of
stocks as the President of the Board of Trade anticipated.
He was afraid that there might be an inducement to
traders to keep stocks unduly short in the vulnerable
areas.

This would not be in the public interest.

He

thought that it was difficult to justify a flat rate
in regard to a voluntary scheme, but that a flat rate
was justifiable in regard to a compulsory scheme of
general application which was not really an insurance
scheme so much as a scheme of mutual indemnity.

The

adoption of this principle would also be of importance
in regard to fixed property.

He agreed that in regard

to Air Raid Precautions it had been necessary to limit
statutory obligations to firms in the vulnerable areas.
Such a limitation was a weakness in the scheme, but one
which was inevitable on practical grounds.
After further discussion, the Cabinet agreed:
(l) To remit the outstanding questions
as summarised on pages 24 and 25 of these
Minutes to a Cabinet Committee
composed as follows:Lord President of the Council (Chairman).
Chancellor of the Exchequer.
Lord Privy Seal.
Secretary of State for Scotland.
President of the Board of Trade.
Minister of Agriculture and
Fisheries.
The Minister of Transport.

The
The
The
The
The
The

(2) That the President of the Board of Trade
should have authority to submit a Bill,
based on the Report of the above Committee,
direct to the Committee of Home Affairs
without further reference to the Cabinet.

12.

The Cabinet had before them a Memorandum by

the Chancellor of the Exchequer ( C P - - 1 4 6 (39)) in
which he drew attention to the desirability of
instituting some general survey of the various plans
and measures which had already been devised with
the object of maintaining the economic life of the
country in time of war.

A number of suggestions on

this subject had been received from various quarters,
including the Prime Minister's Panel of Industrial
ists.

The Chancellor had considered the possibility

of setting up a Committee to watch over the progress
in these matters, but had reached the conclusion that
it would be preferable to select an individual with
the necessary knowledge and experience, and to ask
him to undertake a review of the plans and proposals
prepared by various Departments, in order to determine
whether they were consistent with one another and
whether they covered the ground.

A review of this

- kind would give an opportunity not only to assure all
concerned that the work so far done was on the right
lines, but it would also provide a means of securing
that decisions which might have to be arrived at to
meet our more immediate difficulties were both right in
themselves and not calculated to run counter to
what might have to be done in the event of a war
emergency.

Such a review, in addition to showing up

any defects or gaps, would no doubt result in
recommendations in general terms as to the lines on
which those defects and gaps could be dealt with.
The Chancellor proposed to invite Lord Stamp
to undertake this task at once, assisted by
one or two economists and perhaps a prominent
industrialist, all of whom should be familiar with
Government Departments and with the machinery of
Government.

Lord Stamp would also have at his
-30

disposal the services of a suitable Civil Servant
(with Treasury experience, if possible), and of
the Cabinet Secretariat..

The Chancellor added

that the President of the Board of Trade and the
Lord Privy Seal were aware of these proposals
and had indicated their agreement with them.
After a short discussion the Cabinet
approved this proposal.

EXPORT GUARANTEE
(No. 2) BILL.

13.

The Cabinet had under consideration a

Memorandum by the President of the Board of Trade
(Previous
References:
Cabinet 33 ( 3 9 ) ,
Conclusion 8, and
Cabinet 34 ( 3 9 ) ,
Conclusion 9.)

(H.A.-29 (39)), covering the draft Export Guarantees
(No. 2) Bill, the objects of v/hich were (a) to make
provision for an increase of the limit

of £10

millions in respect of non-commercial guarantees
given under Section 4 of the Export Guarantees Act,
1939j

(b) to enable the Treasury to arrange finance

for promissory notes, etc., guaranteed by the Board
of Trade at times when those notes could not be
marketed on advantageous terms;

together with the

following recommendation thereon by the Committee
of Home Affairs (H.A.C. 15th Conclusions ( 3 9 ) ,
Minute 1 ) : 
"To authorise the introduction forthwith
in the House of Commons of the Export
Guarantees (N.o. 2) Bill in the form of
the draft annexed to H.A.-29 ( 3 9 ) ,
subject to the amendments agreed upon
in the course of the discxission (including
the substitution of the new short title
'0verseas Trade Guarantees B i l l ) , and
subject also to any drafting or other minor
alterations that may be found necessary
or desirable."
1

In the course of discussion, the JORD CHANCELLOR
explained that he entertained some doubts as to the
words in Clause 1 (i) of the Bill "for the purpose
of establishing or of encouraging trade or any
branch of trade".

He felt some doubt whether some

of the transactions which it was now proposed to
carry out in order to assist our allies or potential
allies wore, strictly speaking, within the terms
of these words.

He thought, however, that the

situation was not open to objection provided the.

authorities concerned took the view that,
although the transactions contemplated might be
risky, there was nevertheless a prospect of Jflqpscr
ment.

He agreed also that it was difficult to

see how the point could be raised,
THE CHANCELLOR OP THE EXCHEQUER said that
the words referred to were the words which appeared
in the present Export Credits Guarantees Act
and it would be difficult to adopt a different
phrase in the present Bill.
The Cabinet approved the
recommendation of the Committee
of Home Affairs as summarised
above.

LAW REFORM
(MISCELLANEOUS
PROVISIONS)
(SCOTLAND)
BILL.

14.

The Cabinet had before them a Memorandum

by the Secretary of State for Scotland (H.A.-26
(39))

covering the draft Law Reform (Miscella

neous Provisions) (Scotland) Bill, the object of
(Previous
References
Cabinet 34
( 3 9 ) , Con
clusion 6.)

which was to amend the law of Scotland on a
number of technical points which had been
examined by a Committee of members of the
legal profession, acting at the request of the
Lord Advocate, and corresponding to the La^r
Revision Committee in England:

together with

the following recommendation thereon by the
Committee of Home Affairs (H.A.C. 15th Conclu
sions (39)*, Minute 3.):
"To authorise the introduction in the
House of Lords (on the understanding
that it cannot be passed into law
during the current Session) of the
Law Reform (Miscellaneous Provisions)
(Scotland) Bill in the form of the
draft annexed to H.A.-B8 ( 3 9 ) , subject
to any drafting or other minor
alterations that may be found necessary
or desirable."
The Cabinet approved this recommendation.

Richmond Terrace, S..W.1.
5th July, 1939.
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A Special Meeting of the Cabinet will be held in the
Prime Minister's Room in the House of Commons on
WEDNESDAY. 5th JULY, at 5.30 P*m.

AGENDUM.
THE FINANCIAL SITUATION.
(Reference Cabinet 29 ( 3 9 )

Conclusion 3)

A Memorandum by the Chancellor of the Exchequer covering
a report by the Treasury on the German Financial Effort
for Rearmament (a.P. 1U8 ( 3 9 ) ) - to be circulated this
evening*
A Memorandum on the Financial Position (G.F* 1*4-9
will be circulated tomorrow evening.

(Signed)

E.E. BRIDGES

Secretary to the Cabinet.

Richmond Terrace, S.-W.1.
3rd July, 1939. .
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CONCLUSIONS of a Meeting of the Cabinet held
in the Prime Minister's Room, House of Commons,
on WEDNESDAY, 5th July, 1939, at 5.30 p.m.
P R E S E N T .
The Right Hon. Neville Chamberlain, M.P.,
(In the Chair).
Prime Minister.
The Right Hon.
lie Right Hon.
Viscount Runciman,
Sir John Simon, G . C S . I . , G-.C.V.0 ,
Lord President of the
O.B.E., K.C., M.P., Chancellor
Council.
of the Exchequer.
The Right Hon.
Sir Samuel Hoare, Bt. , C C S . I . ,
G.B.E., C.M.G., M.P., Secretary
of State for Home Affairs.

3 Right Hon.
Lord Maugham,
Lord Chancellor.

The Fight Hon,
he Right Hon.
Sir John Anderson, G.C.B.,
Viscount Halifax, K-.G., G.,C,S.I.,
G.C.S.I., G.C.I.E., 1-I.P.j
G.C.I.E., Secretary of State for
Lord Privy Seal.
Foreign Affairs.
he Right Hon.
Sir Thomas Inskip, C.B.E., K.C.,
M . P . , Secretary of State for
Dominion Affairs

The Most Hon.
The Marquess of Zetland, G.C.S.I.
G.C.I.E., Secretary of State
for India and Burma.

he Right Hon.
Malcolm MacDonald, M.P.
Secretary of State for the
Colonies.

Admiral of the Fleet the Right Hon.
Lord Chatfield, G.C.B., 0.M.,
K.C.M.G., C.V.O., Minister
for Co-ordination of Defence.

he Right Hon.
W.S. Morrison, M . C . , K.C., M.P.,
Chancellor of the Duchy of
Lancaster.

The Right Hon.
The Earl Stanhope, K.G.,
D.S.O., M.C., First Lord of
the Admiralty.

he Right Hon.
L. Hore-Belisha, M.P.,
Secretary of State, for War.

The Right Hon.
Sir Kingsley Wood, M . P .
Secretary of State for Air,

he Right Hon,
John Colville, M.P., Secretary
of State for Scotland.

The Right Hon.
Oliver Stanley, . .C., M.P.,
President of the Board of Trade.

he Right Hon.
The Earl De La Warr, President
of the Board of Ediication.

The Right Hon.
Walter Elliot, M.C., M.P.,
Minister of Health.

he Right Hon.
Ernest Brown, M . C , M.P.,
Minister of Labour.

The Right Hon.
E.L. Burgin, M.P.,
Minister without Portfolio.

4

THE FOLLOWING WERE ALSO PRESENT;Sir Richard V.N. Hopkins, K.C.B.,
Second Secretary,
H.M. Treasury.
Sir Edward Bridges, K.C.B., M.C.,

Secretary.
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CONCLUSIONS of a Meeting of the Cabinet held on
WEDNESDAY, 5th JULY, 1939, at 5.30 p.m.

CONTENTS.

Conclusion
No.

Subject.

Page.

1.

DEFENCE REGULATIONS.

1.

2.

THE FINANCIAL SITUATION.

2.

DEFENCE
REGULATIONS.

1,

THE PRIME MINISTER recalled^ the. decision

of the Cabinet, reached at the Meeting referred to
(Previous
Reference:
Cabinet 28 (39)
Conclusion 8 )

in the margin, as regards the date at which the
Defence Regulations should be put into £orce.

He

said that there was some doubt as to the Regulations
which should be introduced as soon as an emergency
occurred and that it was important that this matter
should be cleared up as quickly as possible.
The Prime Minister accordingly proposed,
and the Cabinet agreed, that a Cabinet Committee
should be set up, composed as follows:The
The
The
The
The
The
The

Home Secretary (Chairman),
Lord Privy Seal,
First Lord of the Admiralty,
Secretary of State for War,
Secretary of State for Air,
President of the Board of Trade,
Minister of Supply-Designate,,
The Prime Minister thought that later on

certain questions would arise as to the form of the
Regulations, on which the advice of the Lord
Chancellor would be of great assistance, but he did
not think that it was necessary that the Lord
Chancellor should be troubled with the matters that
would fall to be discussed by the proposed Cabinet
Committee.

THE FINANCIAL
SITUATION.

2.

(Previous
Reference:
Cabinet 29 (39)
Conclusion 3)

The Cabinet had. he£or^..them 
(l)

A Memorandum on the German Financial
Effort for Re-armament ( C P . 148 (39));

(2)

A Memorandum on the Financial Position
( C P . 149 (39)).
In view of the special need for secrecy,

copies of these two Memoranda were handed in by
Ministers on the conclusion of the discussion.

For

the same reason, a note of the discussion is not
circulated, but a single copy is retained in the
Secx-etary' s Standard File of Cabinet Conclusions.

Richmond Terrace, S.W.I.
5th July, 1939.

THE FINANCIAL
SITUATION.;

The C a b i n e t had b e f o r e them 
( 1 ) A Memorandum on t h e German F i n a n c i a l
E f f o r t f o r Rearmament ( C P . 148 ( 3 9 ) ) ;

(Previous
Reference:
C a b i n e t 29
( 3 9 ) , Con
c l u s i o n 3. )

( 2 ) A Memorandum on t h e F i n a n c i a l
( C P . 149 ( 3 9 ) ) .

Position

THE CHANCELLOR OF THE EXCHEQUER d e a l t
w i t h the Memorandum on t h e F i n a n c i a l
(CP.

149 ( 3 9 ) ) .

first

Situation

I n t h i s Paper an attempt had

been made t o b r i n g t o g e t h e r a number o f

considerations

o f the utmost importance and o f v e r y g r e a t
He s u g g e s t e d t h a t ,

secrecy.

in the c i r c u m s t a n c e s , t h e s e two

C a b i n e t P a p e r s should be handed in on the

conclusion

o f the M e e t i n g .
T h i s course was a g r e e d t o .
THE CHANCELLOR OF THE EXCHEQUER s a i d t h a t th*
c o n t e n t s o f t h i s Paper had been d i s c u s s e d w i t h those
o f h i s c o l l e a g u e s who were a s s o c i a t e d w i t h him i n
c o n s i d e r i n g our f i n a n c i a l p o s i t i o n .

While h i s

c o l l e a g u e s had not approved e v e r y sentence i n

this

Memorandum, the g e n e r a l l i n e had been approved by
them a l l .
The C h a n c e l l o r then d e a l t w i t h t h e

first

s e c t i o n o f h i s P a p e r , headed "The War C h e s t " ,
r e p r e s e n t e d our s t a y i n g - p o w e r i n war.

which

There were

f o u r p o s s i b l e s o u r c e s from which we might hope t o pay
f o r and a c q u i r e goods which we should need t o import
from o v e r s e a s i n the e v e n t o f war, namely,
(l)

Our

export

( 2 ) Stocks o f



trade;

gold;

( 3 ) F o r e i g n s e c u r i t i e s owned by B r i t i s h
s u b j e c t s which the Government c o u l d
a c q u i r e i n o r d e r t o i n c r e a s e our
purchasing power i n t h e U n i t e d S t a t e s ;
( 4 ) Loans abroad.
As r e g a r d s e x p o r t s ,

i n 1914 we had had a

s u b s t a n t i a l f a v o u r a b l e b a l a n c e o f t r a d e , when
i n v i s i b l e e x p o r t s were t a k e n i n t o accounts

Although

we should take s t e p s t o s t i m u l a t e e x p o r t s in time o f
war,

i t d i d not l o o k as though we could count on

b a l a n c e on any c o n s i d e r a b l e source o f s t r e n g t h under
t h i s head.
As r e g a r d s g o l d s t o c k s , the p o s i t i o n was s e t
out i n paragraphs 4 t o 9 o f C P .

149 ( 3 9 ) .

The

C h a n c e l l o r drew p a r t i c u l a r a t t e n t i o n t o the f a c t
the s t e r l i n g b a l a n c e s h e l d i n London by

that

countries

o f the s t e r l i n g b l o c were e s t i m a t e d t o be f a l l i n g
the r a t e o f

at

some £80 m i l l i o n s a y e a r .

As r e g a r d s paragraph 10, he understood the
v i e w o f t h e P r e s i d e n t o f the Board o f Trade t o be t h a t
the d i v e r s i o n o f a c t i v i t i e s from p e a c e f u l

enterprise

t o war p r e p a r a t i o n t e n d e d , on t h e w h o l e , t o l e a d
a d e c l i n e o f e x p o r t s , but t h a t t h e r e were
countervailing

to

certain

factors.

Turning t o the paragraphs d e a l i n g w i t h the
measures taken t o p r o t e c t the exchange, the C h a n c e l l o r
s a i d t h a t h i s c o l l e a g u e s would no doubt ask whether
if

the l e v e l

o f t h e £ was a l l o w e d t o d r o p , we should

put a s t o p t o t h e l o s s o f g o l d which was t a k i n g
place.

The answer t o t h i s was that i t was h e l d t h a t

i t was e s s e n t i a l

t o maintain the l e v e l

utmost a b i l i t y .

Any f u r t h e r

o f the £ t o our

s u b s t a n t i a l drop in the

v a l u e o f t h e £ , which had a l r e a d y dropped t o $ 4 . 6 8 ,
would have v e r y s e r i o u s consequences f o r
S t a t e s o f America.

the U n i t e d

I f we a l l o w e d the v a l u e o f the £

t o drop s u b s t a n t i a l l y ,

such a s t e p would be l i k e l y

to

be r e s e n t e d by the United S t a t e s o f America, who might
well

take c o r r e s p o n d i n g measures t o change the

r e l a t i o n between the D o l l a r and g o l d , which would
nullify

our a c t i o n i n d e v a l u i n g
As r e g a r d s f o r e i g n

Government could r e q u i s i t i o n ,

the pound.

s e c u r i t i e s which the
the p o s i t i o n as s t a t e d

i n paragraph 25 was t h a t we c o u l d , by

requisitioning,

o b t a i n some £200 m i l l i o n s o f f o r e i g n s e c u r i t i e s which
we c o u l d hope t o s e l l , but no more.
The v i e w was e x p r e s s e d by c e r t a i n
that

t h i s f i g u r e was f a r below the t o t a l o f

Ministers
British

-

held foreign

securities.

THE CHANCELLOR OP THE EXCHEQUER s a i d that
t h e r e w e r e , no doubt, other a s s e t s i n f o r e i g n

countries

h e l d by B r i t i s h s u b j e c t s , but the v i e w o f the

experts

was t h a t i t would not be p o s s i b l e t o r e a l i s e
h o l d i n g s t o any a p p r e c i a b l e

such

extent.

-

The f o u r t h f a c t o r

i n our war chest was

r e p r e s e n t e d by f o r e i g n b o r r o w i n g s .

In the l a s t War we

had borrowed £250 m i l l i o n s from p r i v a t e

investors

a b r o a d , which had been r e p a i d ; but the sums borrowed
from the U n i t e d S t a t e s Government had not been r e p a i d ,
and t h e p o s i t i o n under the Johnson A c t was t h a t we
could not borrow i n the United S t a t e s t o - d a y ,

either

p r i v a t e l y o r from t h e Government.
THE PRESIDENT OP THE BOARD OP TRADE asked
whether i t was n o t the f a c t that in t h e l a s t War
we l e n t v e r y l a r g e sums o f money t o Russia and I t a l y .
Was i t not a f a i r presumption t h a t demands from our
allies

i n t h e n e x t war f o r f i n a n c i a l a s s i s t a n c e would

be l e s s than in the l a s t War?
THE CHANCELLOR 0? THE EXCHEQUER s a i d that
was not p o s s i b l e t o frame any e s t i m a t e o f the r a t e

it
at

which t h e r e s o u r c e s o f our war chest might be drawn
on in the event o f war.

The f i g u r e g i v e n in paragraph

3 0 , which was a v e r y i m p e r f e c t g u i d e , was the b e s t
i n d i c a t i o n which c o u l d be g i v e n ,

i

The C h a n c e l l o r s a i d that the broad upshot
o f t h i s p a r t o f the Memorandum was t h a t we should
realise

t h a t we were s t e a d i l y reducing our war c h e s t .

I t was i m p o s s i b l e t o say when war might break out.
it

If

should break out some y e a r s hence, i t was important

t h a t t h o s e who were r e s p o n s i b l e f o r p o l i c y
realise

that our f i n a n c i a l

should

s t r e n g t h was then

likely

t o b e much weaker than i t was t o - d a y .
THE CHANCELLOR OP THE EXCHEQUER then turned
t o t h e second s e c t i o n o f the paper - Money f o r

Defence.

On t h e w h o l e , he thought t h a t t h i s s e c t i o n was t o o
favourably stated.

He drew a t t e n t i o n t o the f a c t

that,

whereas i n February o f t h i s y e a r the e s t i m a t e f o r
e x p e n d i t u r e had been £580 m i l l i o n s ,
in A p r i l

defence

t h i s f i g u r e had r i s e n

t o £630 m i l l i o n s and now t o £750 m i l l i o n s .

If

£750 m i l l i o n s was t o be spent on d e f e n c e i n 1939, he
thought t h a t the f i g u r e s g i v e n f o r 1940 and 1941 might
w e l l p r o v e t o be under the mark, s i n c e up t o t h e p r e s e n t
i t had n o t been thought t h a t we should reach the peak o f
d e f e n c e e x p e n d i t u r e in the c u r r e n t f i n a n c i a l
Further,

the f i g u r e s

in t h e s e paragraphs

assumed t h a t no f u r t h e r major i n c r e a s e o f
expenditure wasauthorised.

year.

defence

I t a l s o assumed t h a t no

f o r e i g n l o a n s were g r a n t e d .
The C h a n c e l l o r drew a t t e n t i o n t o the

figures

i n paragraph 33 which s e t out t h e b a l a n c e which would have
t o be found f o r d e f e n c e e x p e n d i t u r e ,
for

a f t e r making allowance

defence e x p e n d i t u r e which could be met from revenue

on t h e b a s i s o f e x i s t i n g t a x a t i o n .
sums t o be found?

How were t h e s e v a s t

I t was a l s o t o be borne i n mind t h a t

i n the c u r r e n t y e a r we should be h e l p e d b y a circumstance
which would n o t occur a g a i n , namely t h a t owing t o the
l o s s o f g o l d the Exchange E q u a l i s a t i o n Account had
a v a i l a b l e £150 m i l l i o n s o f s t e r l i n g which had been used
t o reduce t h e volume o f Treasury B i l l s .
One course would be t o have an Autumn Budget
w i t h l a r g e i n c r e a s e s in t a x a t i o n .

I n any e v e n t ,

however,

heavy i n c r e a s e s i n t h e ensuing y e a r seemed i n e v i t a b l e .
A n o t h e r p o s s i b l e course was t h a t t h e banks
should be i n s t r u c t e d t o a l l o w o v e r d r a f t s t o

their

"

customers on c o n d i t i o n t h a t t h e s e
would be used f o r
This, of

overdrafts

investment i n Government l o a n s .

c o u r s e , would r e s u l t i n an i n c r e a s e in the

amount o f money i n c i r c u l a t i o n and i n f l a t i o n ,
would g i v e r i s e

which

t o an i n c r e a s e i n p r i c e s , which

would be a g r a v e m a t t e r .

Clearly

t h i s course

should not be r e s o r t e d t o u n t i l a b s o l u t e l y

necessary.

The C h a n c e l l o r then drew a t t e n t i o n
the s a l i e n t p o i n t s in paragraphs 36-41.

to

The

statement

in paragraph 41 t h a t the normal c o s t o f maintenance
seemed l i k e l y

t o r e q u i r e some £450 m i l l i o n s - a

f i g u r e u n a t t a i n a b l e on the p r e s e n t s c a l e o f t a x a t i o n
was perhaps the most d e p r e s s i n g o f a l l .

He

felt,

h o w e v e r , t h a t f o r t h e time b e i n g i t was a mistake
a t t e m p t to l o o k t o o f a r

ahead.

The C h a n c e l l o r o f

the Exchequer then

r e f e r r e d t o t h e main p o i n t s i n the t h i r d
of

the paper head - C o n c l u s i o n s .

He thought

paragraph 44 should be amended by t h e
after

'avoided'

insertion

Paragraph 44 p o i n t e d t o the

c o n c l u s i o n t h a t we ought t o c o n s i d e r
i n t h e n a t u r e o f a new r a t i o n f o r

something

defence

As r e g a r d s paragraph 46 he was not

sure whether i t was p o s s i b l e t o p r o v i d e
o f the e x t r a

that

i n l i n e 2 o f t h e words " t o any

marked e x t e n t " .

expenditure.

section

estimates

s t r a i n on the exchanges i n v o l v e d

in

s u b s t a n t i a l new e x p e n d i t u r e s , but such e s t i m a t e s
would be u s e f u l

if

they could be p r o v i d e d .

Paragraph 47 r e p r e s e n t e d t h e e x t e n s i o n o f a p l a n
which had a l r e a d y been c a r r i e d out
on a small

scale.

successfully

to



The C h a n c e l l o r o f

the Exchequer

then turned t o the paper on the German
Financial Effort

f o r Rearmament ( C P .

H i s broad r e f l e c t i o n

148

(39)).

on t h i s paper was t h a t ,

w h a t e v e r method Germany may have r e l i e d on in
t h e p a s t , she had now come t o r e l y on immensely
heavy t a x a t i o n o f the working c l a s s e s ,

coupled

w i t h a f a r l o w e r r a t e o f e x p e n d i t u r e on the
social services.

T h i s was brought out by the

t a b l e i n paragraph 16.

As r e g a r d s

civil

e x p e n d i t u r e , Germany w i t h a p o p u l a t i o n

of

90 m i l l i o n s spent l e s s than we spent w i t h a
p o p u l a t i o n o f 50 m i l l i o n s .

Broadly,

while

Germany had i n . t h e p a s t r e l i e d l a r g e l y on
b o r r o w i n g and l e s s on t a x a t i o n ,

she was now

moving i n t o the p o s i t i o n irt which she was
r e l y i n g l e s s on b o r r o w i n g and more on t a x a t i o n .
The C h a n c e l l o r s a i d t h a t he thought
i t would be a convenience i f h i s

colleagues

were t o have an o p p o r t u n i t y o f p u t t i n g

questions

t o S i r Richard Hopkins.
T h i s course was agreed t o .

( S i r Richard Hopkins, Second S e c r e t a r y
t o the T r e a s u r y , then e n t e r e d the
Meeting.)

With reference to paragraph 34 of C P .
149(39) SIR RICHARD HOPKINS explained that the
reason why we' had been able to borrow an additional
£150 millions on Treasury Bills in 1939 but could
not do so in future years was that we could not
contemplate a further loss of gold in large
quantities without a determined effort'to check
it.

Of course if gold continued to be lost,

to that extent we should be able to borrow
additional sums by Treasury Bills with the sterling
which would become available in the Exchange
Equalisation Account.

Broadly speaking there

were two ways of approaching the problem;

one was

b y attempting to reach agreement with the United
States of America on devaluation;

the other was

by meastires of control including measures to
limit the import of commodities.

In reply to the

Home Secretary he said that the Treasury saw
their way clear to continue until the late
Autumn, at least, without the adoption of special
measures.

Indeed, he thought that it would b e

dangerous to adopt such measures until a stage
of full employment had been reached, since such
action would be a shock to ^confidence and would be
regarded as a deflatory measure.
THE SECRETARY OF STATE FOR WAR asked Sir
Richard Hopkins what were his views on the natural
level of sterling, and whether it was fair to say
that we were weakening our position by not
allowing the natural level to operate.

SIR RICHARD HOPKINS said that in the
opinion of some the level of" sterling was rather
too high.

Any difference of opinion on this

matter however related to a relatively small
margin, say $4,55 to $4.68, and this would have
hut little effect on the gold losses.

An

attempt to stop gold losses by a reduction in the
value of sterling would rather involve a
devaluation of the pound to say $4.20.

Any

measure of devaluation would, for the time being,
have the effect of increasing exports and
decreasing imports.

It must be remembered,

however, that any large modification in the
exchange level would have a disturbing effect and
would not be effective if other countries took
retaliatory measures.

Further a number of countries''

in the sterling/bloc banked in London and would,
it eo\ild b e assumed, automatically follow sterling. '.
There was also the Question whether the United
States of America would automatically follow
suit.
THE SECRETARY OF STATE FOR WAR asked
whether it was true that the position in regard
to the export trade would be improved if the
level of sterling was allowed to drop.
SIR RICHARD HOPKINS said that if there was
a substantial fall in the sterling dollar exchange ,
there would certainly be beneficial effects in
regard to our trade with the United States and
South American Countries for the time being.

He agreed however with an observation by the
President of the Board of Trade that the effect
of devaluation of sterling i
for a very short time.

n

1931 had lasted

On that occasion it had

become evident that sterling had been stronger
that other currencies and the result of
devaluation of sterling had been, broadly
speaking, not a rise in sterling prices but a
drop in other prices.

He agreed with the Lord

Privy Seal that there was no evidence to show
that a drop in the exchange rates had more than a
transitory effect.

He also agreed with the

Home Secretary that the effect was the more
likely to be transient here because of the
strength of organised labour which had the
effect of making wages respond very quickly to
changes in the prices of commodities.
T H E SECRETARY OP S T A T E FOR AIR asked Sir
Richard Hopkins whether his view was that we
were not in a position to fight a long war.
SIR RICHARD HOPKINS said that the situation
undoubtedly grew more difficult with every month
that passed.

If war should break out in the

near future, we should have in our war chest
the existing gold stockbless those foreign
balances which would be removed.

If, however,

war occurred say a year hence those stocks would
have been diminished by the drain in the
intervening year.

So long as we continued on

the present course, our financial position was
being weakened.

The adverse balance of trade

resulted in a steady loss.

This loss would

be increased if we stimulated the production
of armament goods which involved imports of raw
materials.
THE SECRETARY OP STATE FOR AIR said that
he had understood that it was the fundamental
feature of our policy that we should conserve
our strength for a long war, and he asked Sir
Richard Hopkins whether that strength had gone.
SIR RICHARD HOPKINS said that this was not
his view, but the Memorandum drew attention to
very serious matters which must be borne in
mind.
THE SECRETARY OP STATE FOR AIR asked
whether we were'In a worse position to fight
a long war than in 1914.
SIR RICHARD HOPKINS said that this must
be the case, subject to the quest ion whether the
United States of America was prepared to help us
with finance.
THE PRESIDENT OF THE BOARD OF TRADE
asked whether the United States were in a better
position to finance us than in 1916.
SIR RICHARD HOPKINS said that the United
-

States of America was a country of immense
wealth.

He did not think that their vast gold

stocks would be of much help.to them in.
financing us in war.

The primary need would be

that they should give us a share of their
production without our paying for it.

He

agreed that the production of gold from South
Africa could b e increased, but South African
gold belonged to Soiith Africa and we should

1

have in effect to pay for it, either by exports
to South Africa or by a loan from that
country,
THE SECRETARY OF STATE FOR WAR drew atten
tion to a statement in paragraph 6 of the
introductory section of C P . 148(39) which
referred to the self-sufficiency of Germany.
He contrasted with this a paper prepared by the
Industrial Intelligence Centre which reached the
conclusion that German;/ could not last out for
more than a year of war.

He also referred to a

paper which the Director of the Industrial
Intelligence Centre had read to the Imperial
Defence College which indicated that Germany
would have to produce at seven times her existing 1
"rate if she was to maintain 100 divisions in the

1

field.
SIR RICHARD HOPKINS said that he was not
qualified to speak on the capacity of Germany to
wage a world war;

no doubt the views in the

paper expressed by the Director of the Industrial
Intelligence Centre did not purport to be more
than estimates.

lie did not think that our

war plans were prepared on the assumption that
war could not in any case last for more than
a year.

The important point was, he thought,

that for whatever period the war lasted,
whether a year or longer, we should have to
continue to import food, and raw materials.
Germany, on the other hand, had not got
command of the seas and could not expect to
import goods except from adjacent countries.
Her nlans had therefore been drawn, on the basis
of self-sufficiency.

1

THE MINISTER OF LABOUR asked whether the
logic of this argument was not that we should make
every acre of this country as productive as possible?
SIR RICHARD HOPKINS said that no doubt this
process could be carried to a certain further stage
with reasonable economy.

He thought, however, that

to apply our resources to the uneconomic development
of the agricultural capacity of this country would
probably involve an even greater strain on our
resources than dependence on imports.

It seemed

to him that the right course was that we should seek
to reserve a reasonable part of our foreign exchange
resources in case we were in a tight corner.

He

also thought that we should consider every possible
method of forcing the export trade in time of war,
THE PRIME MINISTER said that the point of para
graph 6 in the Introductory Section ( C P . - 1 4 8 (39))
was that Germany relied on the policy of stocks or
self-sufficiency.
SIR RICHARD HOPKINS agreed.

If at any

time Germany was short of a particular commodity
and had to buy from countries overseas, her lack of
gold would be the determining factor.
THE SECRETARY OF STATE FOR WAR said that these
papers held out a dismal prospect forthis country
but not for Germany.

Thus paragraph 19 of C P . 148

(39) appeared to indicate that Germany could keep up
her expenditure on armaments indefinitely.

In this

connection the Secretary of State for War drew
attention to paragraph 5, on page 2 of C P . 148 ( 3 9 ) .
He asked whether it was in fact the case that Germany
was in no way relaxing her efforts and that she would
keep up expenditure on armaments indefinitely.

SIR RICHARD HOPKINS said that so far as
concerned internal finance, he thought that this
seemed to he the case.

So far as concerned

obtaining necessisties from abroad, there was a
great difference between the position of this
country and that of Germany.
self-supporting in food.

Germany was largely

A commodity such as

rubber was now produced in Germany by synthetic

;

processes, though at great cost, thereby limiting
the need for imports from abroad.

So far as

concerned overseas finance, Germany was bankrupt
and the position was kept going by very severe
controls which limited the imports of what we
should regard as necessary commodities.
THE SECRETARY OP STATE FOR AIR asked
whether it was a fact that Germany had spent
between £3,000 and £4,000 millions on armaments
in the last six years without starving her
population..
SIR RICHARD HOPKINS said that this was
broadly true.

It had been done by lowering the

standard of living.
THE SECRETARY OF STATE FOR DOMINION AFFAIRS
said that German workers had good houses and
sanitation and other services.

Was their standard

of living really so low?
SIR RICHARD HOPKINS said that the purchasing
power of wage earners in this country was greater,.::
In this country wages had risen as compared with
1929, but the position of German wage earners was
much below the 1929 level.
THE SECRETARY OF STATE FOR DOMINION AFFAIR si
thought that the position was that the German

worker worked harder than the worker in this country,
and went short of amenities.
THE PRESIDENT OF THE BOARD OF TRADE drew attention
to a report which had just been received from the
Commercial Attache in Berlin, who expressed the view that
the last few weeks showed an increasing strain on the
whole German system.

He also drew attention to the

almost complete absence of ordinary consumption goods.
The German worker could not spend his money on radios,
clothes or furniture.

He could only spend his money

on beer, food and tobacco or invest-it.
THE SECRETARY OF STATE FOR AIR asked whether a
financial breakdown in Germany could be regarded as
either inevitable or indeed likely..
SIR RICHARD HOPKINS saw no reason to anticipate a
breakdown, at any rate within an early period of time.
The ease with which the German financial situation had
been coped with w a s , he thought, due to several causes.
In the first years of the Nazi regime it was possible to
raise large sums of money by borrowing, Without infla
tionary effects, since the country had been in a deep
depression and unemployment had been rife.

Borrowing

had, however, been rapidly reduced and taxation increased.
So long as the present heavy rates of taxation were borne
without a mutiny, this side of the position could be
regarded as safe.

The rate of borrowing in Germany was

still very high and as the community, was now fully em
ployed it must in the main be inflationary in character.
It was uncertain how far borrowing could continue at the
present rate.
Z"*At this point the SECRETARY OF STATE FOR
SCOTLAND left the M e e t i n g ^

THE PRESIDENT OP THE BOARD OP TRADE asked whether
Germany ran greater risk of industrial than of financial
breakdown.

She had already reached the limit of

increasing production so far as unemployment was con
cerned.

A certain amount had. been done to speed up

production, but the limits of increase in that direction
had already been reached.

Was it not possible that a

fall in industrial production might bring about a financial,
breakdown?
SIR RICHARD HOPKINS said that he saw no prospect
of such a drop in industrial production in Germany as
would bring about a financial breakdown.
THE SECRETARY OF STATS FOR AIR said that Sir Richard
had said that Germany was spending more than we were
spending on armaments, that there was a prospect that
Germany could fight a war as long as we could, and that
none of the remedies proposed seemed likely to see us
through a life-and-death struggeUe,

Was it not necessary

that we should consider whether we should do more than
model ourselves on German methods?
SIR RICHARD HOPKINS referred to the measures indi
cated in C P . - 1 4 9 ( 3 9 ) , particularly paragraphs 36 and 4 0 .
In reply to the Secretary of State for Dominion
Affairs he agreed that some of the measures there proposed
should not be taken until all the absorbable unemployed
had been absorbed.

He thought that we should reach a

full measure of employment (after allowing for those
passing from one job to another, and for the "hard core"
of unemployed) in a fairly short time, at the present
rate of progress.
THE SECRETARY OF STATE FOR WAR said that C P . - 1 4 9
(39) seemed to indicate two alternative courses:

that

we should copy Germany's taxation, or "that we should

adopt the measures of control therein indicated.
Possibly both these courses should be adopted.

He noted

that the various methods of control were being studied,
and he assumed that before the Cabinet was invited to
reach any conclusions they would be informed of the'
result of that study.
SIR RICHARD HOPKINS said that the combination of
courses suggested in C P . - 1 4 9 (39) was put forward as
a line of action which it might well be necessary to adopt
in order to avoid a financial breakdown in course of
time.

The study was directed to the practical measures

which would have to be taken;:

as, for example, the

statutory and administrative form which these measures
would takes
THE SECRETARY OP STATE FOR AIR asked whether, if
the measures set out in paragraphs 36 and 40 were
adopted, we should be in a position to meet Germany's
expenditure on armaments?
SIR RICHARD HOPKINS said that if these steps were
adopted we should be in a far stronger position than
we were today.

He was assuming, of course, that the

country could be persuaded of the need for these
measures.

This was not a matter on which he could

express an opinion.
THE SECRETARY OP STATE FOR WAR drew attention to
paragraph 35, which appeared to indicate a halt in
expenditure on armaments..
THE MINISTER FOR CO-ORDINATION OF DEFENCE referred
to paragraph 6 of the Introductory Section of C P . - 1 4 8
( 3 9 ) , where it was stated that Germany could not expect
to import goods from overseas in war.

He said that in

the last war Germany had imported large quantities of
goods from Scandinavia, and would, be able to do so again.
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SIR RICHARD HOPKINS said that it had not been
within his knowledge that Germany had been able to secure
a large volume of imports in the last War.

Any large

volume of G r m a n imports in war would pro tanto modify
e

the argument in the paragraph referred to.
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
suggested that the large volume of German imports in the
last war had been due in part to the fact that we had been
slow in imposing measures of rationing.
THE MINISTER FOR CO-ORDINATION OP DEFENCE asked
whether it was not the fact that the present heavy rate
of expenditure on. armaments to a considerable extent
foreshadowed expenditure which in the last War had taker
place in the first two years of the War?

There was also

the consideration that we might not have the same demands
of our allies upon us for financial help.

Was it not

therefore possible that the demands upon our war chest in
the next war v/ould not be so great as in the last War?
SIR RICHARD HOPKINS said that an attempt had

,

been made to get some estimate from the Departments
concerned of the volume of imports likely to be required in
war-time, but the attempt had been given up as impracticable,
He thought, however, that it must be assumed that war,
as v/e now knew it, would be gigantically expensive in
material, and that, whatever stores and reserves we might
accumulate in time of peace, we must expect munitions to
be produced at the highest practicable rate, which would
mean that we should be largely dependent on imports of raw
materials.
THE MINISTER FOR CO-ORDINATION OF DEFENCE said
that v/e had not decided to raise an Army on the scale, of
Lord Kitchener's Army, and that the German Navy to-day
was not as big as the German Navy in 1914.

SIR RICHARD HOPKINS agreed that these factors
were important.

On the other hand, it was impossible

to present a complete picture of what we should be
able, to do in war by way of export trade. -

There might

be great confusion in the world markets, and our ships
might suffer severely from air attack on our ports.
It might be dotibted whether we should in fact be able
to export goods in adequate quantities to other countries
as well as to produce what we ourselves required.
THE SECRETARY OP STATE FOR AIR thought that we
might well be taking too gloomy a view of the position.
He referred to a statement made by Sir John (afterwards
Lord) Bradbury, in 1915, to the effect that further
borrowing here would only be possible at the price of
such an inflation of credit in relation to available
commodities as would finally upset the balance of
exchange and seriously impair our power to purchase
either munitions or foodstuffs in America;

and to

various statements made by Mr. McKenna and Mr. J.M. Keynes
in 1915, which had been falsified by the event.

Was it

not possible that the Treasury were again being too
dismal on this occasion?
SIR RICHARD HOPKINS said that we now started
with knowledge of the extent to which distressed
economic systems had in fact been able to endure for a
number of years.
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS
said that he rather shared the view that the general
effect of these Papers might be to give too gloomy a view.
All things were comparative.

If our position was

difficult, the position of Germany was very likely to be
even more difficult in regard to the conduct of a long
war.

If, notwithstanding all her efforts, Germany was

unable to make herself self-sufficient, that militated

against the theory of a long war.

If this view was

well founded, we should not exclude the possibility that
our maximum effort would be well, applied if we assumed
the prospect of a reasonably short war.

Even if this

assumption should prove to be wrong and the war should
last longer than w e anticipated, it would be reasonably
safe to assume that when the war had continued for some
time the attitude of the United States would be
sufficiently favourable to us to enable us to win the
war.
SIR RICHARD HOPKINS said that if we assumed
a short war, many of the apprehensions expressed in the
first' part of the Memorandum fell to the ground.

lie

had always understood, however, that we could not proceed
on the assumption of a short war, nor could be assume that
the United States would be willing to give us unlimited
financial resources in a long war.
Discussion then turned on the second section
of C P . 149 (39) - Money for Defence.
In reply to the Lord Privy Seal, SIR RICHARD
said that from the point of view of our internal economy,
it was impossible to continue to proceed on the existing
basis.

It was certain that, even if it was not

necessary to introduce the machinery of control set out in
paragraph 40 in peace'time, it would be required very soon
in war.
THE PRESIDENT OF THE BOARD OF TRADE made the
point that at the present time we were being subjected
to a war strain in times of peace and were trying to
maintain the position by peace methods.
THE CHANCELLOR OF THE EXCHEQUER agreed that
that was the immediate moral to be drawn from this part
of the paper.

It w a s , of course, possible to do many

things in war which could not be done in time of peace.
He also emphasised that the second part of the paper dealt,
-19

not with a hypothetical issue but with the actual
situation which faced us.

It was clear

that before

long we should reach a position when we could not carry
on with ordinary methods and supplementary methods would
have to be employed.
THE SECRETARY OP STATE FOR AIR said he assumed
that the Chancellor was not advocating any relaxation
of the measures of defence which had been approved by
the House of Commons.
THE CHANCELLOR OP THE EXCHEQUER agreed, but
said that the point might well be reached when the
multiplication of effort in a number of directions did
not increase the strength of our position.
THE SECRETARY OP STATE FOR WAR thought that
the acceptance of the sacrifices set out in this paper
would have moral effect which would act as a powerful
deterrent, by showing our determination.
THE' CHANCELLOR OF THE EXCHEQUER added that
the conclusion recorded in paragraph 40 had been reached
on the basis of existing estimates of expenditure which
seemed likely to be exceeded.
THE MINISTER OF LABOUR referring to
paragraph 40 said that he regarded the control of prices
as essential and he asked why the Memorandum spoke of
"possibly also control of prices".
SIS RICHARD HOPKINS explained that the matter
had been expressed in this way for two reasons:

first,

that this was a matter which was rather more in the
sphere of the President of the Board of Trade than of
the Chancellor of the Exchequer;

second, that he believed

that control of prices would come somewhat later in time
than the other methods of control suggested.
THE PRESIDENT OF THE BOARD OF TRADE said that
whatever measures we adopted, it was clear that the
strain on our financial strength was increasing, and that
--20
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the point would ultimately come when we should he
unable to carry on a long war.

There would, therefore,

come a moment which, on a balance of our financial
strength and our strength in armaments was the best time
for war to break out.

It might be desirable to

consider whether at such a period we should apply strong
pressure to Germany to relax the international tension.
THE LORD CHANCELLOR, referring to paragraph 4-0,
said that he thought that a measure which led to the
stoppage of housebuilding or of the setting up of new
industries would be a great shock to the public and he
was not satisfied that such a measure would really
assist our armament programme or our financial strength.
SIR RICHARD HOPKINS said that the purpose of
such a measure would be to secure that money which would
otherwise be spent in, say, building new houses was
invested in Government loans and used to meet the cost
of armaments.

This was what was being done in Germany.

Reference was made to paragraph 25 of
CP.

149 (39) in regard to the sale of foreign securities

abroad.

Sir Richard Hopkins was asked whether the

figure of £200 millions of foreign securities, which
we could requisition and sell, represented a maximum.
SIR RICHARD said that he.thought it was.
There were, no doubt, large holdings of sterling
securities in undertakings which operated aborad, but the
question remained whether it would be possible to find
sellers for such securities on any substantial scale.
The view generally held was that there would be the
greatest difficulty in selling such securities in war.
THE LORD PRIVY SEAL asked whether it would be
possible to borrow against such securities.
SIR RICHARD HOPKINS said that the only likely
lender was the United States Government.

Even if that

Government was prepared to accept such securities as
security for a loan, they would only be entitled to
obtain the proceeds of the security in sterling.

The

exchange difficulty - which was the pressing ground of
non-payment of interest on the existing war debt - would
then remain.
Reference was made to the suggestion in
paragraph 47 that the process of acquiring stores of
the various essential commodities should be carried
further at the present time (in spite of the immediate
gold losses which that course involved) in order to
avoid (a) enhanced prices and (b) difficulty of carriage
in war.
THE PRESIDENT OP T H E BOARD OP TRADE said that
this matter had been under discussion since the Spring
and he rather thought that the Treasury had changed their
view, and were not now disposed to agree to these
transactions on any large scale.
THE MINISTER WITHOUT PORTFOLIO said that a
Paper would be corning before the Committee of Imperial
Defence within a few days dealing with such purchases.
He was convinced that this course was the right one.
SIR RICHARD HOPKINS said that he had not seen
this paper but for his part would be prepared to
recommend acceptance of such purchases on a reasonable
scale.
THE PRIME MINISTER said that he thought that
these Memoranda had been circulated mainly for purposes
of information and in order that the considerations set
out therein might be borne in mind in framing future
policy.

He assumed that the Chancellor did not ask for

any specific conclusions to be recorded.
THE CHANCELLOR agreed.

The Cabinet 

Richmond Terrace, S.W.1.
5th July, 1939.

(l)

Took note of the analysis of the
German Financial Effort for Rearmament,
set out in C P . 148 (39).

(2)

Took note of the analysis of the present
Financial Situation set out in
C P . 149 (39), and in particular of those
passages in the Memorandum which set out
the measures which it was contemplated
would prove necessary in order to make
available the money required for the
Defence Programmes.
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of the

Exchequer.

I C I R C U L A T E for the information of my colleagues a Memorandum
prepared in the Treasury on the German financial effort for rearmament.
(Initialled)

J. S.

Treasury Chambers, S.W. 1,
July 3, 1939.

I.—Introductory.
T H E main part of this note consists of an analysis of the present financial
effort of Germany as compared with that of this country.
2. As, however, the question is often asked in general terms why this
country cannot at all times do what Germany does, it may be well to make one or
two general observations on that subject.
3. The present regime in Germany started in a period of great depression
with quite a small national debt, and was in a position to use inflationary methods
on a very large scale while merely taking up the slack in employment.
The
country is now fully employed and as much of their borrowing has been and
remains inflationary, they may be approaching the end of these resources and the
advantage in this one respect may lie in future on our side.
4. The population is docile and ready to accept regulation. A complete
system of regimentation has been gradually built up with typical German industry
until it permeates the whole economic machine. The system is said to be based
on discipline, but this discipline is enforced by the power of the party agents
and by the fear of the concentration camp.
5. Germany can and does impose upon the masses of the people much heavier
taxation than has been attempted in this country.
6. A s Germany cannot expect in war to import from overseas, the policy
has been to acquire great stocks of imported necessities, to produce at home
substitutes for particular types of essential imports, though involving great
[195171'
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economic waste, and to acquire power over adjacent territories which can supply
German needs. The question of the means of payment for overseas imports in
war—an ever present anxiety in our case—scarcely arises in Germany.
We
cannot be self-supporting even if we wish to.
'
II.—Note on the present financial effort of Germany and this country.
1. I f not quite hopeless it would be an extremely difficult task to set out in
any clear way the comparison between the financial effort made by Germany and
a that of this country. W e should not really be comparing like with like, since
I \there are profound differences between the economic systems of the two countries.
The German economic system is determined by her internal political and social
system, which is entirely different from ours.
2. Apart from this a great deal of the statistics necessary to make a
comparison are not published in Germany, and so far as figures do get published
in that country their propaganda aspect has no doubt been well considered in
advance.
3. A third type of difficulty lies in the fact that the two currencies are not
comparable. Sterling is only one value, whereas the different kinds of marks have
all sorts of values. I t is open to any writer who chooses to convert marks to £
at the official rate of 11-9 to the £. Another author might choose 20 to the £,
and get all his figures different by nearly 70 per cent.
To estimate the equivalent of marks in sterling for the purpose of this
memorandum we have the following index numbers of hourly wages :—'
Great Britain (100 in 1924)
Germany (100 in 1928)
...

...

1929.
98-1
105-5

Dec. 1938.
103-9
84-1

On the basis of 100 in 1929, the index numbers for December 1938 would
therefore be for Great Britain 105 - 9 and for Germany 79 - 7. The German i s
to the British as 75 - 2 to 100. I f the gold parity of 20 - 43 marks corresponded to
monetary equilibrium in 1929, the appropriate figure now would be 15-36 marks.
Alternative comparisons based on the movement of prices since 1929 would give
higher figures. Such matters as the change in our fiscal system since 1929 tend to
disturb all comparisons, and on the whole it is thought a fair rate for comparing
incomes or taxes in the two countries would be 16 marks to £ 1 . There is no real
certainty about the figure, but we do not know how to improve on it.
4. A s regards unofficial estimates of the position in Germany, the trouble
is that there are so many of them and that they reach such conflicting results.
5. Dealing with the matter in general terms, the position would appear to
be as follows :—
There can be no doubt that Germany has been spending absolutely a larger
sum and is still spending an absolutely larger sum on armaments than we are.
This is what one would expect in view of the vastly greater size of her army.
The fact that Germany has more money to spend so far must be due to one or
more of the following causes : —
a) she raises more by taxation;
b) she spends less on civil government, leaving, therefore, a larger balance
available for defence;
(c) she borrows more for defence purposes.
N o doubt all these things have been true in the past, but, broadly speaking, the
Treasury would be inclined as regards the present to attach little importance to
the last two items and a great deal to the first.
6. Assuming, indeed, that we succeed in carrying put the borrowing
programme contemplated for this year, including that required to meet supple
men tary estimates, it may well be that on the point of borrowing we shall
be running ahead of Germany. A s regards the cost of civil government, it must
be borne in mind that with roughly the same kind of total national income
the German population is to purs as about 5 to 3:
She is not
barren of social services, of which, indeed, she was largely the' pioneer,
but they are run on more economical lines than "bur own, and

in particular a much larger proportion of the cost is fixed on the beneficiaries.
German administration has by no means got the reputation for economy and the
authoritarian nature.of the Government rather implies an expensive administra
tion. Thus, while no doubt German civil government may be cheaper than ours
per head,, it is prdma facie unlikely that in total it could be much cheaper, except
as regards debt charges, where after six years of most lavish borrowing the
annual charge cannot yet be much over £100 millions a year.
7. This would leave the difference in the product of taxation as the sole or
main factor explaining the ability of Germany to spend larger sums on armaments
than we do. There can be no doubt whatever, since the information comes from
all quarters, that in fact German taxation is higher than ours in many respects.
They have, for instance, a 40 per cent, tax on the profits of companies on top of
the ordinary income tax. Important also is the greater power they have of
enforcing taxation.in the form of a subservient judiciary and the cruder methods
of the concentration camp for offenders.
8. In comparing the yield of taxation in the two countries, however, there
is this to be borne in mind : Germany is really in this sphere, as in others, a year
or so ahead of us. She has already achieved the almost complete abolition of
unemployment, whereas we are still a long way from that state of affairs. I n
other words, while the yield of the taxation system in. Germany may be reaching
its peak, it is certain that ours will not reach its peak for another year.
9. I f it be asked what price Germany has paid for her success in this field,
the answer is to be found in three or four directions.
(i) The standard of living is much lower in Germany; as compared with
1929 German wage rates appear to be down by some 20 per cent.,
whereas in our case wage rates are up by 6 per cent, since the same
date. That is not to say that the Nazis have actually reduced wage
rates, a statement which it would certainly be impossible to prove.
The fact is that they seized power at a time of deep depression after
wage rates had been brought very low, and they have prevented any
considerable recovery in those rates. The destruction of the Trade
Union machinery for securing wage increases would probably have
been effective by itself, even without the direct State regulation of
wages.
(ii) The cost of living in Germany has nominally fallen, but there has
undoubtedly been a fall in real wages, and the tax burden on the
working classes is now extremely heavy. Likewise the standard of
living of the middle and upper classes has been greatly depressed by
the extreme weight of taxation,
(iii) In order to secure more money for defence other parts of the German
economy, e.g., the railways, have been allowed to run down considerably
in efficiency owing to their inability to obtain funds for maintaining
their equipment properly. A similar state of things has not occurred
yet in this country.
'
10. There is also, of course, the question how long Germany can continue
to devote so much energy to armaments. Down to the time of Dr. Schachfs
disappearance Germany was pursuing a general economic policy which, in certain
respects, could.be qualified as rather conservative. This appears no longer to be
true. The recently published devices for paying for Government purchases in
paper carrying taxation privileges in future years suggests an attempt to eat
their corn while it is green, but it is not clear that this is yet on a scale which
would result in marked difficulties in raising taxes later on.
. 11. The above is the broad picture. So far as it is possible to clothe it in
the form of statistics the attempt is made in the paragraphs which follow:
12. There are two major difficulties in giving actual figures; viz., (a) no
detailed figures for State expenditure, whether On armaments or for civil purposes
have been published for several years, (b) only very incomplete figures for State
:
r
borrowing are available.
' V":'':
'[:
:r 13. in-' 1938-39 the Eeich received tax revenue of 17,091. million E M .
(£1,106 millions) of which 2,000 million R M . (£125 millions) was passed on to the '
States. State and local taxation amounted to 4,900 million R M . (£306,millions,).
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Total taxation, Eeich, State and local was thus nearly 22,600 million-EM.*
(£1,412 millions).
The expenditure by the States and local authorities was 6,900 million EM.
(£431 millions). What was the civil expenditure by the Reich, in addition to the
2,000 million E M . granted to the States ? W e only know that the corresponding
items for 1934 amounted to 5,590 million E M . (£349 millions). W e do not know
how that figure may haVe varied, except that (1) the debt charge, which was
500 million E M . in 1934, must surely have risen to 1,500 million EM., and
(2) Austrian Civil expenditure has to be included. Perhaps the Eeich Civil
expenditure in 1938-39 was 7,500 million E M . (£469 millions). Then total civil
expenditure (Eeich, States, local) was 14,400t million E M . (£900 millions),
14. But we have also to allow for the fact that the contributions to the
Unemployment Insurance were 1,600 million R M . (£100 millions) in excess of
the cost of unemployment relief. Such a surplus may appear later on in the form
of State debt, but it is debt which does not have to be borrowed.
15. The amount available for defence from borrowing is entirely obscure.
Balogh, basing himself on results to October, considers that it may have reached
11,000 million E M . for the year (£688 millions). But some unknown part of this
must have been borrowed for State financed investment (including partly the
four year plan investments), roads, canals, public buildings, &c.
The increase in the disclosed internal debt in the year 1938-39 was
11,813 million E M . (£738 millions), of which long term debt was
7,623 million E M . (£477 millions). But we do not know how much of the long
term debt was new money and how much was funding of short term debt previously
issued, the " secret debt." The Germans decided at the beginning of 1938 to issue
no more "special " bills. One would, naturally, presume that in such conditions
a good deal of the new long term debt was for funding, i.e., for providing money
to pay off bills as they matured. Now the statistics of bills of all classes held by
German banks show no decline but an increase of 5,400 million E M . between
March 1938 and March 1939. A very considerable volume of special bills was,
however, held outside the Banking system, and there is nothing to show these
were not redeemed out of long term borrowing.
On the whole the amount spent on defence out of borrowed money by
Germany in 1938-39 is quite obscure. One is inclined to regard £600 millions
(at 16 E M . to the £) as the maximum. I t may be a great deal lower. To call
the figure £500 millions ( i £100 millions) would allow for some funding and
also for some of the borrowing having been for non-defence purposes, but it is all
quite speculative.
16. W e can now compare the German figures for 1938-39 with, say, our
own Defence arrangements for 1939-40 :—
United Kingdom.
Germany.
As proposed
As guessed for
1939-40.
1938-39. i
£m.
£m. ( £ ^ 16 E M . ) .

^
A

Eevenue (national plus local)
...
Profit on Unemployment Insurance
Civil Expenditure (national plus
local)
...
Available from Budget for defence
Borrowed for Defence

1,152
...

1,413
100

905

900

247
4001

613
? 500 ( i

100)

647^:

? 1,113 ( i

100)

17. The figure for the yield of national revenue is the best attested of the
lot, and if there is an error in the local revenue it would be balanced by a
corresponding error in local expenditure. The figures seem, to show that we are
* c/. Balogh, International Affairs, March 1939, p. 232. H e gives 22,000 million E M . ,
-f Balogh seems to make the civil expenditure in 1932 10,200 million E M . , after allowing
for say 1,000 million E M . spent on defence in that year. H e carries this figure forward and
makes an allowance in the end of 2,000 to 4,000 million E M . for possible increases of local
expenditure and also for Eeich borrowing for civil purposes. H e does not refer specifically to
debt charges or Austria. Generally his figures seem far too low.
$ These figures include a margin for supplementary estimates, but a preliminary examina
tion of the supplementaries threatened this July indicate a further great increase.

raising this year, say, £260 millions less than;Germany raised.last year. Even
so, as we have included our miscellaneous revenue while the German figures are for
tax yield, the comparison is too favourable to us. The Nazi leaders have boasted
of a further large rise in the yield of taxation this y e a r - s e e paragraph 19 below.
A s regards the second item of profit on; unemployment insurance, we have
nothing of the sort at present. Later on we may have. For:example, if the
unemployed fell to 1,000,000, the Unemployment Fund might have, say,
£30 millions a year more to invest.
The figure for German civil expenditure is more doubtful than that of
taxation. I f the £900 million figure is in error it is below the truth. I t seems
unlikely to the Treasury that the true figure could be above £1,000 millions.:
The guess-work nature of the figure for German borrowing has been
sufficiently brought out in paragraph 15 above.
18. Nothing more can be claimed for the figures than that they confirm the
general impression that at the present time it is the heavier taxation in Germany
which is the important factor in enabling her to finance a bigger defence
programme.
19. I t will be noticed that the above comparison is between the United
Kingdom (1939/40) and Germany (1938/39). There are no available estimates
for Germany (1939/40) except as regards Reich taxation. A Press report of a
recent speech by Herr Reinhardt runs as follows : —
" Cost of

Rearmament.

In a speech to business men in Berlin to-day Herr Reinhardt, the State
Secretary at the Ministry of Finance, implicitly replied to criticisms of the
taxation system.
Herr Reinhardt said that the historic achievements of the Fiihrer,
especially rearmament, and the ' Repatriation ' of Germans in Austria, the
Sudetenland, Bohemia, and Memel, had made even greater demands on Reich
finances than the preceding abolition of unemployment. Moreover, the
securing and development of the vital rights of the Great German Reich
were only possible with strong armed forces. I t had been said that the
rearmament should have been spread over a greater number of years. ' I
believe that only a fool or an absolute enemy of the Reich would make this
assertion.' Admittedly, the cost of rearmament would then have been less
and the cost of the western fortifications would not have arisen at all; on
, the other hand, in all probability Germany would have had forced upon her
/ last year a war which would have cost many times as much.
In answer to the question frequently asked, ' Where is all the money
coming from ? ' Herr Reinhardt pointed to the ' Constantly increasing
financial strength of the Reich.'
Taxation revenue had risen from
6,600,000,000 marks in 1932 to 17,700,000,000 m. in 1938 : in the current
financial year it would probably rise to 22,000,000,000 m., and it would be
even higher in 1940. Five hundred million marks were obtained up to March
of this year from the levy on Jewish fortunes.
The method previously followed of financing the State's needs by short
or medium-term loans, which were afterwards converted into long-term loans,
represented a charge on future tax revenue because the service and redemp
tion of the debt had to be met from taxation. Many milliards more could
have been raised by loan, but the financial and political principle of National
Socialism demanded other ways of financing deficits; also it was not desired
to close the capital market to private industry.
In principle that part of the extraordinary expenditure of the Reich
which could not be met from taxation would in future be covered only by
the issue of interest-bearing tax certificates. The tax certificates did not
represent a further increase of the interest burden of the Reich but only a
' shifting ' of taxes which the Reich Budget was quite able to bear. A s far
as could be seen, the rising revenues of the Reich would render unnecessary
in 1940 the issue of interest-bearing tax certificates on the same scale as in
1939."..,^
Herr Reinhardt could only be giving estimates based on the experience of
two or three months of the new financial year. But if, indeed,, the yield of
taxation for the Reich alone in 1939-40 will be 22 milliards, an increase of

4-3 milliards (£269 millions) over 1938-39, the implications are staggering. It
is not so much that it gives them more to spend on armaments, because, as is
obvious and as Reinhardt says, their borrowing must be coming down. But it
means that they have over £880 millions a year for defence without borrowing
against our £247 millions, and unless their Budget breaks down they can keep
it up indefinitely. If the calculations are £100 millions or even £200 millions
wrong an enormous disparity still remains between the United Kingdom and the
German figures.
20. The following is an analysis of German tax revenue for the year
1938-39:Income tax—
On wages
On salaries ...
Other
Corporation tax ...
Other direct and miscellaneous taxes ...
Turnover tax
...
...
...
...
Customs ...
Other taxes on consumption (including
traffic tax) ...
...
...

Millions of Marks.

640
1,451
3,261
2,408
1,594
3,357
1,818
railway
3,162
17,691

Total

In the British tax system the proportion of income tax derived from wages is
negligible. W e may compare the whole British income tax and surtax with the
German tax on incomes other than wages. The German tax on wages, together
with the turnover tax, customs and taxes on consumption, may then be compared
with our indirect taxes. The following comparison results :—
Germany

(1938-39).

Income tax (other than
wages)
Corporation tax ...
Other direct taxes

Customs ...
Consumption taxes
Turnover tax
Income tax on wages

Great Britain

Millions
Marks.

of
£

4,712
2,408
1,594

294-5
150-5
99-6

8,714

544-6

1,818
3,162
3,357
640

113-6
197-6
209-8
40-0

8,977

534.4

17,691

1,105-6

(1938-39).

Income tax and surtax
National Defence Contribution
Other direct taxes

£

millions.
398-4
21-9
135-6
555-9

Customs
Excise ..

226-3
114-2

340-5

The Germanfiguresare believed to include Austria but not the Sudetenland.
The German national income for 1937 was estimated at 71 milliards (equivalent
to £4,400 millions). Unfortunately, there is no reliable estimate of the British
national income for comparison; perhaps it is £4,500 millions. The preliminary,
estimate of the German national income for 1938 is 77 milliards. With Austria
the total is likely to be well above 80 milliards (£5,000 millions).
21. The most striking results of the above comparison of tax yields are
(1) the very heavy burden on the working classes in Germany, (2) the heavy
German corporation tax (40 per cent, of company profits), and (3) the relatively
modest yield of income tax and other direct taxes.
The turnover tax, it is true, falls not only on the working classes, but on
all incomes. But the same applies to customs and excise duties in both countries,
and the income tax on wages in Germany is more definitely a working class impost
than the indirect taxes in Great Britain. Local taxation in Germany has been
estimated at 5 milliards (nearly £300 millions), and compares with about
£210 millions in Great Britain. Contributions from employers and employed for

f

health and unemployment insurance, &G., amount in Germany to no less than
5,273 milliards, or £330 millions (twelve months to June 1938). For Great
Britain in 1936 they were only £110 millions, and are probably still under £120
millions.
III.—German

Imports.

22. The Treasury were asked for a note about the recent increase in German
imports as shown by the tables compiled by Sir George Schuster and recently
published in the " Economist."
These tables were tables of volume, and the increase is largely explained by
the lower cost of food and raw materials.
The following table shows the imports in certain years in millions of
marks :—-

1913
1929
1933
1937
1938

Total
Imports.

Eaw materials
and half-finished
goods.

Food and
drink.

10,770
13,447
4,204
5,468
5,398

6,280
7,205
2,420
3,295
2,890

2,808
3,823
1,082
1,485
1,998

Imports of raw materials and half-finished goods fell from over 7,000 million
marks in 1929 to under 3,000 million marks in 1938. The world gold price
index for 1938 is 45-4 per cent, of that for 1929. I f that can be applied to
German imports the 2,890 millions of marks of 1938 would buy as much as
6,360 millions in 1929.
Treasury Chambers,
July 3, 1939.
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I . — T H E W A R CHEST.
T H E recent development of events—particularly the growth of the Defence
programme and the persistent demand for loans and credits from foreign
countries:—has added to the problem of finding money for defence a new anxiety
as to our ability to defend the £ and to continue to purchase vital necessities
from abroad, both in'present conditions if they continue, and, above all, in war.
2. Ordinarily imports are paid for by exports or else by gold or the sale
of foreign assets. When the balance of trade is adverse as it is now, both
increased foreign purchases for defence and equally loans to foreign countries
involve within a brief space a loss of gold.
3. The present policy is increasing the pressure on the exchange in three
ways.
Armaments made at home for ourselves involve the import of raw materials
from abroad equal probably on average to 25 per cent, to 30 per cent, of the value
of the orders, and in these times possibly more.
Armaments purchased from abroad absorb gold.
Loans and credits to foreign countries, if expended on the purchase of goods
in this country, involve imports on the average of 25 per cent, to 30 per cent, or
more of the money so expended; if taken abroad, in the long run they add in
"whole to our gold losses.
4. Fifteen months ago our gold stock was over £800 million. I t looked
imposing, but, in fact, gave a rather misleading appearance of strength. I t had
been accumulated in some considerable measure owing to the transfer to London
of fugitive short money. In less than 15 months of international tension nearly
40 per cent, of our gold stock has disappeared.
5. The reasons for our gold loss of over £300 million in 15 months (only
part of the figures published) £IFG £IS follows : —
6. The economic set-back in 1937 profoundly disturbed Avorld conditions,
the effect being especially marked among the best customers of our export trade.
7. A great deal of fugitive French money has returned to France; to that
extent our loss is France's gain.
8. The balance Of our trade is adverse, but the essential point for sterling
is the aggregate balance of trade of the sterling bloc which banks in London. I t
[19547]
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is estimated that for a period of 18 months to December last the sterling balances
held in London by countries of the sterling bloc were falling at the rate of some
£80 million a year.
9. These economic factors leading to a depletion of our gold stocks have
been reinforced by the effect of political conditions, A great deal of fugitive
money in London has been transferred by foreigners to the United States or other
supposedly safe countries, and probably there is a small trickle of British invest
ments to the United States, though the amount is not significant.
10. War preparations have played a part and will play a much greater part
in determining the fate of our gold reserves :—
Diversion of activities from peaceful enterprise to war preparation leads
to a decline in exports, and the intensification of the defence plans leads to an
increase in imports, especially of raw materials, but in some cases also of
completed goods from the United States. -War preparation has come to include
the giving of loans or grants to foreign countries on a large scale.
11. The limit of commercial export credits has recently been increased' from
£50 millions to £75 millions, and the amount of the credits actually granted has
increased very greatly in recent months. Sound short-term commercial credits
certainly resulting in repayment in not more than two or three years are not so
very harmful, but medium and long-term credits are harmful, particularly if
repayment is uncertain.
Included in these credits are £10 millions for Russia, more than half of which
is unspent, and £10 millions for Turkey, of which £2 millions is already being
spent.
12. I t is unfortunate that at a time when we shall clearly have to cut down
capital expenditure in this country needed to maintain the standard of living we
should have committed ourselves to finance capital expenditure for the develop
ment and industrialisation of other countries.
13. Apart from these commercial credits, there is a further £6 millions for
Turkey, £4 millions net for Czecho-Slovakia, £5 millions for China, a probable
£30 millions for India (Army re-equipment).
14. Existing commitments in respect of " political export credits " to
various countries amount to £19 millions, plus interest, and suggestions from
Government Departments for new promises under this head to cover the cases of
Poland, New Zealand, Turkey, Roumania, & c , and to give a margin for further
applications, bring the total to £60 millions, plus interest, which will appear in
a Bill about to be introduced.
15. The Polish Government, in fact, asked for £60 millions; New Zealand
is in difficulties and needs new money both for defence and for other purposes;
Roumania and Turkey are both asking for more.
16. The following measures have been taken to protect the exchange. The
value of sterling has been let down from 5 dollars to 4-68. The embargo on
foreign issues has been greatly tightened up. A very large bloc of gold has been
transferred from the Bank of England to the Exchange Equalisation Account
for use in active defence. Sweeping measures to discourage and impede specula
tion have been taken.
17. Very little more could be done even with the most far-reaching powers.
A further small depreciation of the £ would be ineffective; a large depreciation,
even if it were on balance desirable, is not at present practical politics.
18. Up to the present the' disadvantage of our gold loss has been largely
political. I t must discourage our friends and encourage the A x i s Powers.
I f it continues swiftly it will soon become also a serious economic anxiety
even in peace. But the greatest anxiety is that it may gravely affect our staying
power in war, Our gold stock, together with such.assets as we may be able to sell
or mortgage in wartime to countries overseas, constitutes our sole war chest.
19. The amount of our requirements of foreign exchange in a war of long
duration defies calculation. W e shall require food and raw materials and maybe
armaments in great quantities. What exports we can sell, and to whom, to
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offset the imports, is uncertain. I t is uncertain, too, to what extent our allies
will be financially dependent on us (though it is prima facie unlikely that Russia
would require financing in a new war to the extent that she did in the Great W a r ) .
20. The only prudent conclusion is that we ought to preserve the largest
war chest possible. To-day that chest contains some £200 million of foreign
securities which we could hope to sell or mortgage, and £500 million of gold
rapidly diminishing.
21. The contrast between this and our war-chest at the beginning of the
Great W a r is as follows.
22.
in 1914.

On the one hand our gold stock is for the present much in excess of that

23. On the other hand, in 1914 by stopping foreign lending we could, other
things being equal, improve our buying power by some £200 millions a year.
To-day there is no foreign lending and our revenue account is £50 million a year
to the bad.
24. I n 1914 we recalled some £50 million short money invested abroad;
to-day much short money invested in London can be withdrawn from us.
25. I n the Great
of foreign securities
considerable. To-day
securities and hope to

W a r we requisitioned and sold abroad some £200 million
apart from private sales abroad which were probably
we can by requisitioning obtain £200 million of foreign
sell these, but no more.

26. In the Great W a r we did not need to attempt to sell blocks of sterling
securities. I n the next war, though we could try to do so, the possibility of success
on more than a very small scale is exceedingly doubtful.
27. A s regards foreign borrowing in war, the contrast with our position in
the Great W a r is as follows :—
28. I n the Great W a r we borrowed £250 million from private investors
abroad (mostly U.S.A.) all of which was repaid and we borrowed £840 million
from the United States Government (not repaid). To-day under the Johnson A c t
we cannot borrow in the United States either privately or from the Government.
29. Nevertheless, unless, when the time comes the United States are pre
pared either to lend or to give us money as required, the prospects for a long war
are becoming exceedingly grim.
30. I t has already been pointed out that it is impossible to frame estimates
of the rate at which our resources in gold and foreign securities might be drawn
on in the event of war. A t the rate, £20 million a month, at which we have been
using gold, our reserves would barely last three years and considering the
increased demands likely in war, this estimate of the period is very likely much
too optimistic.
I I . — M O N E Y FOR DEFENCE.
31. The Cabinet review of February, 1938, allotted for defence in 1939,
1940 and 1941, roughly £1,000 million.
This had grown by September 1938 to roughly £1,100 million.
Subsequent additions, for most but not all of which rough estimates have
been given by the Defence Departments, may be put broadly at £1,000 million.
Present rough total for three years, £2,100 million.
32.

A division between years may be guessed as follows :—
£
;

1939
1940
1941

...
...

...

...

...
...

million.
750
700
650

[The figure now estimated to be required in 1939 exceeds by £120 million the
figure mentioned in the Budget speech in A p r i l . ]
[19547]
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33. On the basis of existing taxation, allowing on an optimistic basis for
estimated increases of yield and some favourable factors affecting the capital
account, the balance of expenditure to be found somehow may be guessed as
follows :—'
1939
...
£500 million or a little less
1940
...
£360 million
1941
...
£330 million or rather less
34. I n 1939, but not in subsequent years, £150 million or thereabouts can be
borrowed on Treasury Bills, leaving, say, £350 million to be borrowed on long or
middle term.
35. The foregoing figures are far beyond anything that can be borrowed by
ordinary means without inflation.
36. One remedy lies in increased taxation. The Cabinet note of A p r i l last
on the growth of Civil Expenditure showed that between 1925 and 1938 the yield
of increases in taxation amounting to £245 million enabled us to provide
£153 million more for defence. In 1939 £24 million new taxes were added, but
the additional amount for defence was lowered to £125 milllion.
Additional taxation, totalling on a full-year basis some £280 million, has been
secured by—*
Increasing income tax and supertax by roughly 40 per cent.
Increasing tobacco duty by 40 per cent.
Increasing estate duties by roughly 20 per cent.
New oil duty at Qd. a gallonNew tariff duties.
Many minor changes, including, e.g., 25 per cent, increase on private
motor duties and much heavier increases of duties on commercial
vehicles.
37. There must be some limit to new increases of taxation in peace if any
elasticity is to be left over for war, when the yield of many customs and excise
duties will cease or greatly fall and collection of direct taxes may in the initial
stages be greatly delayed.
y
38. Suppose by way of illustration that in the Budget of 1940 taxation is
increased by £100 million (e.g., by a Budget of new taxes similar to the last
Budget, plus Is. extra on the income tax).
The requisite borrowing would then be—
1939 : £500 million, of which £150 million would be by Treasury Bills
and £350 million on long or middle term.
1940 : £260 million.
1941 : £230 million or rather less.
39. These figures, which take no account of concurrent requirements of
money for loans to foreigii-cauntries (and equally take"no account of Dominion
ana" municipal borrowings), are up to, if not beyond—and in the case of the
current year are certainly beyond—the limit of what can be borrowed out of
savings by ordinary means.
40. In the course of time, therefore, and may be a short time, it is likely
to be necessary to contemplate a variety of controls, especiallyProhibition of new issues.
Control of advances by Banks.
Control of advances by Building Societies.
Control of Companies' dividends and investment of their reserves.
f
I
Possibly also control of prices.

aJj^I

These matters are accordingly being studied at the present time.
41. I t has so far been assumed that the programme would end in A p r i l
1942. There must at best be an overlap. Even when the normal cost of main
tenance is reached, it is likely to require (including the service of the new debt)
some £450 million per annum, a figure unattainable on anything resembling the
present scale of taxation.

III.—CONCLUSIONS.
42. A p a r t from increased taxation, the following means of arresting the
general deterioration suggest themselves :—
43. The primary need is to conserve our resources in gold and foreign
exchange, which represent staying power in war,
44. Inflation, with the gold losses it would involve (apart from its other
evils), must be avoided. Very heavy increases of taxation are in prospect, and in
the course of time general controls are likely to become necessary and the standard
of living must be directly or indirectly affected.
45. Purchases abroad of armaments must be avoided to the greatest extent
possible. Further expenditure on armaments in this country cannot be
undertaken without counting the cost in gold. Indeed, as there is a prospect of
the continuance of the present armed peace, if not of the outbreak of war, finality
of expenditure (unless for overmastering reasons) should now be declared.
46. I f nevertheless substantial new expenditures are contemplated, the
Cabinet should be provided not only with estimates of cost, but so far as possible
with estimates of the extra strain involved upon the exchanges.
47. I n any lengthy war there are types of food and of vital raw materials,
the acquisition of which from overseas is essential to our continued existence.
I t is for consideration whether, bearing in mind the possible lack of means of
foreign payment in war, the enhanced prices and the difficulty of carriage in
war and the possible losses at sea, the process of acquiring stores of such
essentials (now standing in the case of a variety of special minerals, & c , required
for war at about six months' war requirements), where they are durable and
capable of safe storage, should not be carried further in spite of the immediate
gold losses which that course involves.
48. Loans to foreign countries, specially loans not to be expended in this
country, must be restricted to the lowest possible limits. The point to be borne
in mind here is that every new commitment of this character definitely reduces
the period for which we shall be able to finance war.
Treasury Chambers, S.W. 1,
July 3, 1939.
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THE SECRETARY OP STATE P OR FOREIGN AFFAIRS

said that h i s colleagues would hare seen $he r e c e n t
telegrams, including Telegrams N o s

0

155, 156 and 157

from, and Telegrams N o s . 160, 161, 162 and 164 t o ,
Sir William Seeds.

The latest stage of t h e

negotiations, which were becoming extremely involved,
had been fully discussed by the Foreign Policy
Committee on the previous day.

He thought t h a t t h e

Cabinet would only wish to hear from him the main
points at issue^
The first point concerned the exclusion o f
Holland and Switzerland from the list of guaranteed
countries.

The Foreign Policy Committee had reached

the conclusion that there was little advantage t o be
gained from a suggestion which had been made that
Holland and Switzerland should be included in t h e list
of guaranteed countries, but with a proviso that
meant that the Russian guarantee did not extend t o
these States until a pact of mutual assistance had
been concluded by Poland and Turkey with the Soviet
Union.

It

had been decided that the best plan was t o

agree to the exclusion of Holland and Switzerland
from the list of guaranteed countries, and to c o v e r
the case of these two countries by a provision for
consultation.
The second point at issue concerned the defini
tion of "indirect aggression", and the question
whether this definition should appear in:the pub
lished Treaty or in the secret protocol.

On the

previous Saturday M . Molotov had submitted a
definition of "indirect aggression" as a personal
suggestion.

On Monday he had withdrawn this

suggestion, and had substituted another formula

which appeared to the Foreign Policy Committee to
give the Soviet Government a wide right of
intervention in the internal affairs of other
countries, and on this ground to he open to grave
objection.,

The Foreign Policy Committee had reached

the conclusion that if the latest formula submitted
by the Soviet Government were to be amended so
as to make it acceptable to u s , the result would
differ very little from our o\m formula.

The

Foreign Policy Committee had therefore decided that
we should adhere to own formula.
The third point at issue concerned an
article suggested by the Soviet Government whereby,
while the articles of the Political Agreement
would be initialled,they would not come into
actual operation until a Military Agreement had
been concludedc

The Foreign Policy Committee had

reached the conclusion that, in the last resort, we
should be prepared to agree, that the Military and
Political Agreements should come into operation
simultaneously, if we could obtain the acceptance
by the Soviet Government of our views in regard to
"indirect aggression"*
The Foreign Secretary said that the French
Government had at first been disposed to take
exactly the opposite view to ourselves on these
last two issues.

They had not been disposed to

offer any strong resistance to the Russian proposals
in regard to "indirect aggression", but they had been
strongly opposed to the proposals in regard to
Simultaneous execution of the Military and Political

Agreements.

On second thoughts, however, the

French Government had come round to our view that
the Russian proposals in regard to "indirect
aggression" were unacceptable.

They were still .

determined to resist the proposal that the Political
and Military Agreements should only become operative
simultaneously and they had reached the -conclusion
that the time had come to take a firm line with
the Soviet representatives in the negotiations.
The Foreign Secretary also drew attention to
an important point in regard to the definition of
"indirect aggression"

a

The original proposal had

been that the phrase "indirect aggression" should
appear in the published articles of the Treaty, but
that the definition of this phrase should appear i n
a secret

protocol

or supplementary letter.

On

reflection it had become clear that we were bound
to be

asked

the

meaning of "indirect aggression",

and that in the last resort it would prove
(

impossible to keep the definition secret.

It was

therefore proposed that the definition of "indirect
aggression" set out in our latest formula, which i n
our view represented a perfectly defensible
attitude, should appear not in the secret protocol
but in the published Treaty itself.
The Foreign Secretary concluded by saying
that

a telegram had been drafted to H.h. Ambassador

in Russia setting out these considerations.

This

telegram also referred to the several points of
cardinal importance on which we had already made
concessions, and stated that if the Soviet

Government were not prepared to accept the views
set out in the telegram, it might he necessary for
us to reconsider the whole position.
In reply to a question, the Foreign Secretary
said that he was uncertain what interpretation
should he placed upon the attitude of the Soviet
Government.

Sir William Seeds was not too hopeful

of the prospect of obtaining agreement on the basis
of a simple tripartite pact.
THE PRIME MINISTER said that, on the whole,
he was disposed to take the view that the Soviet
Government intended to make an Agreement with u s ,
but that they were probably in no hurry to do so.
The Cabinet took note of the above
statement, and authorised the
despatch to II. M. Ambassador at
Moscow of a telegram on the lines
indicated by the Foreign Secretary.

jHB INTERNATIONAL 2 .
SITUATION (Contcg
---

SHE SECRETARY OP STATE FOR FOREIGN AFFAIRS

said that the previous evening he had had a long talk

Danzig and Poland, with the Polish Ambassador who had just returned from
Warsaw. A record would be circulated to his
(previous
Reference:
colleagues.
Cabinet 35 (39)
Conclusion 5)
/T/^. 3^ (3^)3.

In brief, the Polish Ambassador said that
he had found Warsaw calm.

Colonel Beck was

determined not to provoke an issue with Germany over
Danzig.

He thought

that rece::t gestures in Danzig

did not amount to very much, and were probably designed
to provoke the Poles and to try their nerves.
Colonel Beck had reached the conclusion that the
right course was that Poland should not react seriously
to these events.
The Polish Ambassador had added that Colonel
Beck was seeing whether he could discover one
perfectly clear breach of the Constitution by
Danzig.

The Polish Ambassador had not been

quite certain whether Colonel Beck would succeed
in finding exactly what he wanted.

T h e Foreign

Secretary was not sure that he had fully understood
what

Colonel Beck had in mind, but the Polish

Government undertook to consult us before they
took any action in this respect.

He understood

that Colonel Beck had in mind that if any m o v e
was made, it should be made in Danzig rather than in
Berlin.

He did not rule out the possibility t h a t

conversations with Germany in regard to the Danzig
7;-.-estion might prove to be possible, though not in
the immediate future.

The Foreign Secretary said that he had
asked Count Raczynski whether the Polish Government
had been very much perturbed b y our decision
in regard to financial assistance.

He had replied

that the reaction in Farsaw had not been so bad as he
had anticipated.

He gathered that Polish feelings

had been considerably relieved by the proposal to send
General Ironside on a mission to Poland.

The

Foreign Secretary said that there had been some
discussion between the Ministers concerned as to
General Ironside's instructions.

He had reached

the conclusion that it was impossible to draw a
clearly defined line between the political and
military issues.

The main point of General

Ironside's mission would be that he should obtain
better

information than we had

hitherto been

able to obtain as to the directions in which Marshal
1

Smigly-Rydz s mind was moving.
The Cabinet took note of this statement.

flJIS INSSRHATIONAL 3.

THE SECRETARY OF STATE FOR FOREIGN AFFAIRS

SITUATION (COKTD.)
said that he could not yet say when the

The position
At Tientsin.
(Previous
Reference:
Cabinet 35 (39)
Conclusion 7 ) .

negotiations at Tokyo would open.

Sir Robert Craigie

had suggested to the Japanese Minister for Foreign
Affairs that the opening of the conversations- should
h e postponed until the restriction on milk supplies
to the British Concession at Tientsin had been
removed.

He

felt that it must be for

Sir Robert Craigie to act as he thought best in
the light of his knowledge of the value which the
Japanese would attach to the opening of negotiations.
News had appeared in the Press that a British
subject (Mr. House) had been stripped for the
second time.

This news had not yet

been

officially confirmed and the handling of this
matter had better b e left to Sir Robert Craigie.
There were also reports of continued discriminations
against British subjects at the barriers at
Tientsin, British subjects being subjected to
considerable delays.
Two days previously a telegraro. had been
despatched to Sir Robert Craigie (Telegram No. 561
to Tokyo) setting out the situation generally as
seen in London and asking him for his appreciation
of the position.

A

telegram had also been

despatched to Washington asking whether the
American Government would b e prepared to act with
u s , if and when currency questions were raised.

:1

\

In reply to a question by the President Of
the Board of T r a d e

t

the Foreign Secretary said that

he did not know what had become of the tiroposed
wider statement on which Mr. Cordell Hull had b e e n
working some time ago.

He would enquire into the

matter.
In reply to the Secretary of State for India,
the Foreign Secretary said that Colonel Spear was
to be tried not by court-martial but by a special
court which tried military personnel.

From a

recent telegram it appeared that Sir Robert Craigie
was endeavouring to get in touch with Colonel Spear
in order to make arrangements for his defence.
The Cabinet took note of the
Foreign Secretary's statement.

INTERNATIONAL
ITUATION
(Gojrtd)

4.

TEE SECRETARY OP STATE FOA FOREIGN AFFAIRS

referred to the suggestion which had been made at
Italy *
(Previous
Reference:
Cabinet 35 (39)
Conclusion 5)

the Meeting of the Cabinet referred to in the
margin that a message in suitable terms should be
conveyed from the Prime Minister to Signer
Mussolini through our Ambassador in Rome*.
Percy

Sir

Loraine had seen Signor Mussolini and had

formed the impression that he had been glad t o
see

him and that his demeanour had. been less dour

than on previous occasions.

The Duce had

expressed the opinion that there was no reason why
the Danzig question should give rise t o a war
provided that it was recognised that Danzig was a
German City and must be returned to Germany.

He

had thrown out the suggestion that some kind o f
Locarno arrangement should be concluded on the
Danzig question.

Outwardly he had given full

support to the German position.

The Foreign

Secretary was satisfied however that the interview
had been useful, from, the point of view of making our
position clear and of encouraging Signor Mussolini
to work behind the scenes.

It w a s of the utmost

importance that the fact that this interview
had taken place should not become known.
THE PRIME MINISTER agreed with the need for
secrecy.

He attached the greatest importance

to making our point of view clear to Signor
Mussolini since the latter was in a position in
which he could certainly ensure that his views
reached Herr Hitler's ears.

He thought that it

was significant that Signor Mussolini had said that
he must of course tell Herr Hitler the upshot
Of his conversation with Sir Percy Lpraine.

Reference was made to the recent
Statements which had been published in the
Press in regard to the removal from the South
Ts^rol of foreign residents and of inhabitants
of derman origin,,
TUB PRIME MINISTER said that the
information published in the Press, to the
effect that British subjects had been asked
to move at 48 hours'notice, and had been given
no opportunity to move their property, suggested
very high-handed action.

He thought that there

would be questions on this matter in Parliament
and he invited the Foreign Secretary to obtain
further information as to the action actually
taken and contemplated.

This was agreed to..

In reply to a further question the
FOREIGN SECRETARY said that he had no confirma-
4

tion of reports appearing in the morning s
papers to the effect that a German division had
passed over the Brenner,

i. 5 1 )

UNITED STATES
OP AMERICA.

5.

I n r e p l y t o a q u e s t i o n , THE FOREIGN

SECRETARY s a i d t h a t ,
Amendment o f
Neutrality
Legislation.
(Previous
Reference
Cabinet 35 (39),
Conclusion 8 ) .

so f a r as he was a b l e

to

j u d g e , t h e p o s i t i o n i n r e g a r d t o the amendment
of

the N e u t r a l i t y L e g i s l a t i o n l o o k e d e x t r e m e l y

unfavourable.

T h i s was, o f c o u r s e ,

e s p e c i a l l y in view of

unfortunate

the f a c t t h a t t h e U n i t e d

S t a t e s Government had g i v e n as t h e i r

reason

f o r b e i n g unable t o h e l p us i n s e v e r a l m a t t e r s
t h a t t o do so would p r e j u d i c e the passage o f
the amending l e g i s l a t i o n .
The C a b i n e t t o o k n o t e o f t h i s

statement.

INTERNATIONAL
SITUATION.

6,

THE PRESIDENT OP THE BOARD OP TRADE

drew attention to the recent telegram from

Egypt.
Sir Miles Lampson (telegram No. 183 from Cairo),
(Previous
Reference:
Cabinet 30 (39)
Conclusion 6)

reporting an interview which he had had with
King Farouk.

Not only had the King's attitude

been somewhat disturbed,

but he had reported

F.P..3Cj[3q)j.

the presence o£ 200,000 Italian troops in Libya.
It was pointed out that this figure of
200,000 troops was very greatly in excess of the
War Office estimate of the number of Italian troops
in Libya,

It was thought that the figure of

200,000 might be part of deliberate

German or Italian

propaganda put about to disturb King Farouk's
mind,

The view was also expressed that our

intelligence organisation in Egypt was greatly in
need of improvement and that the Joint Intelligence
Committee, the establishment of which had recently
been authorised, should be set up as a matter of
urgency.
THE FOREIGN SECRETARY said that Sir Miles
Lampson was shortly coming home on leave and that
he would then discuss the whole question with him,
including our intelligence organisation in Egypt. He
also undertook to have an examination made into .the
information at our disposal as to the number of
Italian troops in Libya.

If need b e , a paper on

this matter would be circulated to the Cabinet.
this connection he mentioned that it had been
decided, in the last few days, that a brigade of
British troops should be moved from Palestine to
Egypt.
The Cabinet took, note of this statement.
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In

INTERNATI ONAL
SITUATION
(Contd.)
Defence
Preparedness;
Naval
Measures.

7.

THE PRIME MINISTER said that-tlis-pro-ooaal whioifc

He had mentioned at the meeting of the Cabinet referred
to in the margin, to extend the naval exercises by
making further ships available had been the subject

of further consideration by the First Lord of the
(Previous
Reference:
Admiralty.
He (the Prime Minister) proposed to make
Cabinet 35(39)
Conclusion 6,

a statement on the matter in the House of Commons oh
the ensuing day.

The form of the reply had not

been finally settled.

He thought that the right

plan was not to make too much of these measures at
the outset, but that they should gain increasing
importance and interest as further information in
regard to them became available.

The number of

ships, apart from ships of the Home Fleet, which would
take part in the proposed concentration would b e
about 130, and would include 3 capital ships, 16
cruisers and over 50 destroyers.

This number of

ships would b e made up of (l) Reserve Fleet ships,
(2) All ships

in Home Waters, other than Home Fleet

ships, (3) H.M.S. Ramillies from the Mediterranean
Fleet,

The concentration would take place in

Weymouth Bay.

A suggestion had been made that His

Majesty The King should review the Fleet.
The reasures proposed Involved the calling-up
of 12,000 reservists.

The exercises would b e spread

over August and September.

Following immediately

upon the flights by squadrons of the Royal Air Force
over France, he thought that the announcement v/ould

have a considerable effect..

The reservists in question

would be called up individually and they would be
trained in the ships in which they would serve in the
event of war.
In discussion, THE MINISTER OP TRANSPORT asbsd
whether it was intended to compensate the Naval
Charities for the loss which they would suffer as a
result of the cancellation of Navy Week?
THE FIRST LORD said that the Naval Charities
had considerable reserves.

Apart from the loss to

the Charities concerned, the cancellation of Navy
Week had many advantages.
In reply to a question by the Minister for
Co-ordination of Defence, THE FIRST LORD OF THE
ADMIRALTY said that it would certainly b e impressed
upon-reservists that, although they were not being
called out owing to an emergency, they were being
called out for important national service.

The

realisation of this position would be greatly
facilitated if the fleet were to be reviewed by

The

King,
The Cabinet authorised the Prime
Minister to make a statement in the
House of Commons on the lines proposed.

r

FOREIGN
AFFAIRS.

8.

THE PRIME MINISTER said that the Foreign

Secretary's view, which he shared, was that the
Speeches by
Ministers.

present international situation was best left to
cool down, and that a reasonable solution of the

(Previous
Reference ;
Cabinet 15 ( 3 9 )
Conclusion 4 )

Danzig problem should not be imxoossible if the
temperature dropped.

He thought, therefore, that

it was desirable that Ministers should, so far as
possible, refrain from making speeches on
international affairs in general, and on the Danzig
question in particular for the present.

He

appreciated that, for example, in speeches at bye
elections, it was inevitable that some reference
should be made to foreign affairs, but even here he
hoped the more controversial topics might be
avoided.
The Cabinet took note of this statement.
It was agreed that Ministers should
bring this matter to the notice of their
Parliamentary Secretaries.

POLAND. 
propos als f o r
a Cash Loan to
(Previous
Reference:
Cabinet 34
(39), Con
clus i o n 9 *)

9.

THE CHANCELLOR OP THE EXCHEQUER said, t h a t

the Polish Government had asked us not only

for

export credits to enable them to buy armaments

in

this country,, but also for a cash loan, which t h e y
required in order to purchase foreign war m a t e r i a l s
and to meet their budgetary difficulties causeff by
their continued state of mobilisation. The grant of a ea.sh loan to Poland would be
equivalent to a loss by this country of gold.
Nevertheless he had reached the conclusion that
we should agree to make a. cash loan to Poland
provided that the French were prepared, to act w i t h
us in the matter.

m

h e French had stated, that if

we were prepared to lend £5 millions to the P o l e s

0

they would be prepared to lend 500 million Franc?
(the equivalent of £5 millions) less an amount

of

270 million Francs which they ha^ already l e n t

this

year to Poland under the Rambouillet agreement.
This offer ha^ been put to the Poles, coupled with
a suggestion or stipulation on the following
matter.

An important reason why Poland was

short

of foreign exchange, and an important factor i n
Poland's internal financial difficulties, was the
over-valuation o^ the zloty.

We agreed, with the

French in thinking that any credits granted to
Poland, should he used as a. basis for revision of
their monetary policy.

If this was not done, any

credits granted would soon ^e used, up, and Poland's
financial situation would be as bad'as ever.
The Polish Government had not authorised
Colonel Toe, who was in London, to discuss this
matter with us, and it appeared that they were
likely to send another Delegation to London to
discuss the question next week

t

It w a s , of course, impossible to give any loan
to Poland without Parliamentary sanction, and the
Parliamentary time-table made it essential that an
agreement should be reached with the French and
Polish Governments in the course of that week.
It was impossible to reach decisions with these
Governments in regard to Poland's monetary policy
in the short time available.

It was therefore

proposed to make an agreement for the credits
referred t o , but to provide that the money would
not be used without the agreement of the French
and British Governments.
m

he

Chancellor a.sked the Cabinet to authorise

him to bring a Bill before the Committee of Home
Affairs, with a view to its introduction in the
House of Commons without further reference to the
Cabinet.
THE SECRETARY OF STATE FOR DOMINION AFFAIRS
referred to the visit of Mr Nash, the New Zealand
Finance Minister.

H e had hopes that he would

reach an agreement with Mr Nash in the course of
that afternoon, in which case Mr Nash would sail
in the QUEEN MARY that evening.

He thought,

however, that Mr Nash, who had been given to
-

understand that while we were granting export
credits w e were not gra.nting cash loans at this
juncture, would be somewhat disturbed when he
heard of the decision to grant a loan to Poland.
-

THE CHANCELLOR OP THE EXCHEQUER pointed out
-

that the Dominion? enjoyed an important advantage
in being able to come and make arrangements for
the issue o^ their loans" on the London market.
,.

. . . . . . . .

Further, their loans in general had the status of
trustee Securities,

He also pointed out that the

P o l i s h loan was being-made jointly with the French

Government.

THE PRIME MINISTER said that the decision to
grant a loan to Poland rested on strategic rather
than financial considerations, and that the end'
in view was ultimately in Few Zealand's own
interest.
THE S E C R ^ A R Y OP STATE FOR FOREIGN AFFAIRS
said that, on the basis of information which had
rea.ched him, he thought it would be undesirable
that the Polish Government should be pressed too
hard to

give

effect to measures of devaluation

in the immediate future

s

The Cabinet authorised the Chancellor of the
Exchequer 
(l) to conclude an agreement on the
lines indicated for a, cash loan
of £5 millions to Poland., on the
understanding that the Polish
Government take suitable steps
to improve their financial and
economic position:
fs) to arrange for the submission to
the Conw.ittee o Home Affairs of
a Ej.ll authorising the above loan,
and, subject to the approval of
that Committee, for the introduction
of the Pill in the House of Commons
without further reference to the
Cabinet.
p

CZECH
BALANCES.

10

0

The Cabinet had before them a Memorandum by

the Chancellor of the Exchequer ( C P . -152 (39)), in
(Previous
Reference: - which he described the position in respect of the
Cabinet 11
(39), ConCzech balances held by the Bank of England as a result
elusion 2.)
of the embargo placed on credits held in this country
on Czecho-Slovak account, after the invasion of CzechoSlovakia in March, 1939, by means of the Czecho-Slovakia
(Restriction on Banking Accounts, etc.) Act.

These

blocked assets were likely to amount to about £15-g
millions, out of which it was desired to obtain satis
faction of the Treasury claim in respect of the £6
millions lent to Czecho-Slovakia, and also to secure the
transfer to a Czech Refugee Fund administered by British
trustees, of about £3f- millions, out of the free gift
of £ 4 millions made to the Czecho-Slovak Government, to
help refugees from Czechoslovakia arilpreviously administered
by the Refugee institute in Prague.

There were also

private cash claims amounting (as presented) to £3.8
millions, and private claims in respect of bonds,
industrial participations, real estate, etc.
The Memorandum then proceeded to discuss the
difficulties, both practical and Parliamentary, inherent
in any attempt to settle these matters, either by
negotiation with the German Government or by unilateral
action, or by means of a combination of the two methods.
Since it was impossible to reach an agreement with the
German Government, which could be submitted for the
approval of Parliament before the Summer Recess, the Chancellor of the Exchequer thought that the best

solution was that an announcement might he made in
the House of Commons on the following lines:
"That the assets blocked under the CzechoSlovakia (Restrictions on Banking Accounts,
etc.) Act, cannot remain blocked indefinitely;
and we propose to work out a Scheme for
dealing with those assets and in particular
for a distribution in settlement of British
claims (including the repayment of the
Treasury advance and the unblocking of the
balance of the money which Parliament made
In that connection
available for Refugees).
it would- be possible for His Majesty's Govern
ment, under the authority of appropriate
legislation, to act unilaterally, but there
are certain practical reasons which make it
desirable that unilateral action should, if
possible, be avoided, and that this scheme,
more particularly as regards the handling of
the Refugee problem and the assessment of
claims, should be worked out in conjunction
with the de facto authorities in Prague. It
is therefore' proposed to open discussions with
the German authorities, but the House of
Commons may rest assured that any scheme for
the distribution of the assets, whether brought
into operation unilaterally or agreed upon,
with the German authorities, will be made
subject to the specific approval of Parliament
before being brought into operation."

The Chancellor also proposed, in order to meet
the lack of funds for Refugees, likely to arise from a
postponement of distribution of the blocked assets
until the autumn, the immediate presentation of a
Supplementary Estimate —

which would probably require

to be promoted by the Home Office —

designed to provide

the necessary funds on a tempoarry basis until such
time as the sums blocked in the Refugee account at the
Bank of England could be released, either under Legisla
tion or in accordance with the terms of any scheme agreed
to by the Germans and approved by Parliament.

The

Chancellor asked for the authority of his colleagues to
proceed on the lines summarised above.

THE CHANCELLOR OP THE EXCHEQUER drew attention
to the main points in his Memorandum.
In paragraph 10 he had set out the main
objections to acting unilaterally.

In paragraph 12

onwards he had set out the objections to negotiating
with the German Government.

To these might be added

a jBoint which had been made in the House of Commons the
previous day, namely, that if we negotiated with the
German Government, this would involve disclosure to
that Government of-the fact that a number of ex-Czecho
slovalc subjects had been holding money in London.
Many of them might well have concealed that fact, and
would suffer for it if it became known.
The Chancellor said that he had reached the
general conclusion that it was impossible at this stage
to indicate

either that we would act unilaterally or that

we would open negotiations with Germany.

The only

eourse was therefore to make a rather temporising
statement, and to offer the assurance that any scheme
for distribution of the assets, whether brought into
operation unilaterally or by agreement with the German
Government, would be submitted to Parliament before
being brought into operation.
The Chancellor added that he would have to make
a statement in the House of Commons on this matter on
Thursday in reply to a Question.

He read out the terms

of the proposed answer.
THE FOREIGN SECRETARY said that this matter
was an extremely difficult one.

Whatever coarse w e

took we should be exposed to criticism.

A further

complication was that the German Government had just
informed us that they would refuse an exequatur to our
Consul-General at Prague unless we recognised the
German Protectorate over Bohemia and Moravia.
- 21 

He thought

that the following considerations were of importance.
First, that there was a tussle in Germany between the
extreme and more moderate advisers, and a flat refusal would
be a rebuff to the latter.

Secondly, that we did not want

to take action which would increase the difficulties of
those who were organising relief or settlement schemes for
Czech refugees.

He could not suggest any improvements on
1

the Chancellor of the Exchequer s proposal.
THE CHANCELLOR OF THE EXCHEQUER wished to make it
clear that he did not believe that it ?/ould in fact be
possible to reach agreement with the German Government.
Their main object was to secure foreign exchange.

Having

regard to what had happened in regard to the action taken
by the Bank of International Settlements, it was impossible
to suppose that we could make a settlement which gave the
German Government more foreign exchange.
THE MINISTER OF SUPPLY (Designate) thought that
the fact that we were unlikely to reach an agreement with
the German Government would justify a somewhat firmer
conclusion to the draft reply which the Chancellor had
read out.
THE PRESIDENT OP T H E BOARD OF TRADE suggested that
the Chancellor might indicate in his reply that, subject
to the checking of the validity of the claims submitted,
it was clear that the amount of those claims was in excess
of the amount of Czech Balances in this country.

An

assurance on these lines would, he thought, considerably
ease the Parliamentary position.
THE CHANCELLOR OF THE EXCHEQUER undertook to
consult v/ith the Minister of Supply and the President of
the Board of Trade in regard to the points raised by them
in regard to the draft reply to be given on Thursday.
While he agreed that claims based, for example, on the
existence of a deposit in a bank at Prague should be
- 22 

admitted as a claim "against the Czech Balances in this
country., he did not feel that claims-based on
compensation in respect of real estate in Bohemia should
be admitted.

He thought that if the claims were les6

than the amount of the Czech Balances? a considerable
volume of opinion would be in favour of the Balance
remaining in a Suspense Account.
After further discussion, the Cabinet
Authorised the Chancellor of the
Exchequer to make a statement in
the House of Commons on the general
lines proposed as summarised on
page 20 of these Minutes, bearing in
mind the points raised in discussion
in the Cabinet.

THE

ll

e

T/he Cabinet bad under consideration an Interim

Report ( C P , 151(39)) by the Cabinet Committee appointed
Interim Report-
at the Meeting referred to in the margin "to keep under
of Cabinet
Co3Mittee.

review questions arising out of the Refugee Problem and
(Previous
Reference:
Cabinet 1
(39), Con
cTusion 5 ) .

to report when necessary to the Cabinet."

The immediate

question for consideration by the Cabinet was whether,
in the light of the situation outlined therein. His
1

Majesty s Government should maintain the existing policy
of not participating financially in the expenses of
refugee settlement and emigration, or should indicate
their willingness to depart from that policy, and par
ticipate on a basis proportionate to the amount of
private subscription,? if other Governments agreed and
were prepared to do likewise.

If the Cabinet decided to

adopt the latter alternative, the Committee suggested 
(a) That the Paymaster-General should make a
statement at the forthcoming meetings of
the London Intergovernmental Committee
for Refugees on the following lines
"His Majesty's Goveiroment are, for their
part, examining the manner and extent to
which private subscription to an inter
national fund to assist in defraying the
expenses of overseas emigration of
refugees might be encouraged by Government
participation, possibly on a basis propor
tionate to the amount of private
subscription, and I would earnestly invite
my colleagues to lay these considerations
before their Governments and to communicate
their viev/s to me without delay.
If
other Governments arc prepared to agree
to this change of principle, and to co
operate in such participation. His Majecty's
Government in the United Kingdom will
take the initiative in proposing a scheme
for the purpose, which I will circulate
in the Autumn".
(b) That Parliament should be informed of the
substance of this statement at the same time
by means of Question and Answer.
(c) That the Chancellor of the Exchequer should
also inform Mr. Lionel Rothschild whose scheme
for the finance of refugee settlement was
under consideration by the Cabinet Committee.
If, however, it was decided to adopt the former

alternative, Mr. Lionel Rothschild's plan (which
contemplated the raising of an international fund i n
the principal countries represented on the Evian
Committee, the first issue, to h e equivalent to £20
millions, of which £5 millions would he raised in
London could only he commended as an object for
charitable support.
THE HOME SECRETARY in outlining the main
points in the Report drew attention to the following
cons iderations: First, that the funds of the voluntary
organisations, many of which had provided substantial
funds, would,for the most part, be exhausted by the
end of the year.

Secondly, that there were about

40,000 refugees in this eountry as transmigrants.
Thirdly, that, after lengthy discussion, the point had
been reached at which the German authorities had offered
to set up a trust fund,the proceeds of which would be
available to finance the emigration of refugees.
Sir Herbert Emerson was satisfied that some £ millions
would be made available in this way.

Unless, however, a

scheme was actually started, this offer would lapse.
Fourthly, there were indications that the leading JeW*s
in this country and in the United States would, co-operate
i n a scheme provided that such a scheme could b e started.
After very full discussion, he had reached the conclusion
that the Paymaster-General should be authorised to malce
a cautious statement on the lines indicated in his
memorandum and quoted on page 24 of these minutes.

The

essential point, was to secure the co-operation of the
United States of America,

Consideration of the details

of the scheme could be j)ostponed until the Autumn, b u t

"unless the Paymaster-General- had discretion to ma.ce this
statement now,, there was a danger that the other parties
concerned would throw in their.hands.
. TIED HOME SECRETARY added that he had had some
discussion with Sir William V/iseman and a number of
leading United Spates Citizens,

He thought that they

were prepared to make a genuine effort to get a big
scheme started.

Indeed, it might not be necessary that

this country should make a grant towards the scheme,
nevertheless, he asked that the Paymaster-General should
have discretion to make a statement on the lines
proposed.
(At this -point the First Lord of the
Admiralty left the meeting.)
THE CHANCELLOR OF THE EXCHEQUER said that the
reason for the present position was that a large number
of refugees had.been allowed to enter this country on
the assumption that they were transmigrants.

Hitherto,

however, no ultimate destination had been found for them
and they had therefore remained here.

If these persons

were to continue in this country indefinitely, there was
a strong possibility that they would become dependent
on public funds.

He therefore thought that it was in

our own interests to offer to join in contributing to
the Rothschild fund if by doing so we could help to
secure that these people left this country.for their
ultimate destinations,

V/e.must, however, make our

offer to participate in the scheme subject to the
following conditions

First

s

that our contributions were in respect

of emigration overseas.

Secondly,,, that this was not a

case in whicn His Majesty's Government should give a lead.
./e should not go beyond saying that if others contributed
we Sixould be prepared to do likewise.

r.e did not

altogether share the importance given in tne Report of
1

the Committee to tiie German Government s offer.

He doubted

whether we should get much value from this offer which
was considerably hedged round by conditions.
THE MINISTER OF LABOUR thought that the balance
of argument in the Report was against the making of a
statement on the lines proposed.

He thought that it

would be very difficult to justify giving better
facilities to foreign refugees than to our own people to
settle in the Empire.

Again, it was difficult to prefer

the claims of foreign refugees to the claims of British
subjects in Newfoundland and in the overcrowded islands
of the ,/est Indies.

Finally

9

he was of opinion that

1

in a few months time we should be able to absorb these
refugees in our own home markets.
ThE SECRETARY OF STATE FOR ThE COLONIES agreed
with the home Secretary's view that if the settlement
of refugees overseas was left to private enterprise

9

money would not be available to enable action to be taken
on an adequate scale.

He was confirmed in this by

experience of what had happened on a number of other
occasions.

For example, it had been represented to us

that if we were to make a statement as to the availability
of land in British Guiana for settlement of refugees,
money would be forthcoming from private sources.

But

in the event this had not happened.

He favoured the

adoption of the course proposed by the Home Secretary
subject to two conditions; first, that other Governments
would Help; secondly^that Government contributions would
be proportionate to contributions from private sources.
The aspect of the matter which caused him most
anxiety was the finding of places where the refugees
He gave a survey of the position in t h e

could settle.

Colonial Empire.
In British Guiana

g

it had been agreed that a small

experimental settlement should be carried out and,
provided this preliminary experiment was satisfactory, i t
had been suggested that it would be possible t o proceed on
a much larger scale.

But^British Guiana could not at the

-tftee-t o on tribute moro l a n d than would ouf jrirtse for some
scores of thousands of settlers.
In Northern Rhodesia and Nyasaland

a survey which

had been carried out showed that there was room for
500-700

settles

The cost per head was however very h i g h

and the Joint Consultative Committee for Refugees had asked
that the Report of the Mission of Enquiry should not b e
published.
Tanganyika had offered to receive refugees
were willing to go to this territory.

9

but none

There was also the

consideration that if Jewish refugees were sent t o
Tanganyika

5

Germany would probably obstruct the whole

refugee scheme.
Kenya had taken some two or three hundred refugees
and there was room in the colony for a comparatively

small

settlement scheme.
Broadly

s

therefore

contribute very l i t t l e

s

s

the Colonial Empire could only

unless development proved possible

in British Guiana on a large scale.

17 3

Palestine would, receive 75,000 Jewish emigrants in the
next five years, most of whom would he refugees.

In

regard to Australia, it had at one time been suggested
that Australia should take 30,000 refugees over three
years but the Australian Government had reduced this
figure to 15,000.

In vie?; of the limited possibilities

of the Empire^he thought that it was necessary that the
United States of America and countries in South America
should be pressed to share the burden with u s .
In regard to the points mentioned by the
Minister of Labour, he thought that it was fair to
point out that we were proposing to collect large amounts
of private capital which would be used to develop our
Colonial Empire.

Nevertheless there would be strong

criticism that we were not doing enough for our own
people.

Maltese

He instanced the plight of

British subjects who were living in Turkey and Greece;
were not permitted to hold land or to engage in various
trades, and who were virtually "on the Dole".

The British

Council had been anxious that they should be moved
Kenya/.

to

The position of these Maltese British subjects

was now being investigated by an Inter-Departmental
Committee.

In regard to the West Indies, in many of the

islands the surplus population could only be provided
for by being settled on the land.

Something had been

done in regard to Jamaica, but he felt

sure

that the

forthcoming Report of the Royal Commission on the West
Indies would press for further action in this respect.
The Secretary of State for the Colonies did not
suggest that these considerations afforded ground for
rejecting the Home Secretary's proposal.

He thought,

however, that it should he recognised that if

actiaa

was taken on the lines recommended in the Report
there would he an irresistible demand for taking
similar action in regard to certain British subjects.
THE SECRETARY OP STATE POR DOMINION APPAIRS was
indisposed to press Australia to increase the number
of refugees which she was willing to admit, unless
soundings showed that there was some likelihood that she
would be prepared to do so.

He thoiight that the

adoption of these proposals would strengthen the hands
of the critics who had pressed for a more energetic
policy in regard to emigration but nevertheless he
supported the Committee's Report.
THE SECRETARY OP STATE POR FOREIGN AFFAIRS

said

that he supported the proposals in the Committee's Report.
Belgium and Holland

two of the countries represented on

the Evian Committee - had accepted very large numbers of
refugees on a temporary basis and were now alarmed at
the failure to find places in which these refugees
could settle.

He saw no way in which the dead-lock

could be broken down, except on the lines proposed.
He also thought that the psycological effect on Jewish
opinion of seeing even a small number of refugees going
t

overseas as settlers, would be very valuable.

As

regards the Colonial Secretary's survey of the possibili
ties of finding areas for settlement,

he thought that

T

the adoption of the Home Secretary s proposals represented
the, only way of getting countries to adopt a more
sympathetic attitude to the problem.

-SO

THE CHANCELLOR OP THE EXCHEQUER said that he
assumed that any money which this country made available
for settlement would be used for the settlement of
refugees now in this country, rather than of those in
Belgium and Holland.
THE HOME SECRETARY agreed $hat this should be
made a condition.
THE PRIME MINISTER said that this was a very
difficult question, but he had reached the conclusion
that the Home Secretary's recommendations should be
adopted, provided it was clearly understood that it
was essential that the co-operation of the United
States of America should be secured.

This co-operation

would, he thought, go far to help us to meet criticism.
T H E HOME SECRETARY suggested that it would be
desirable that the Paymaster-General should discuss the
matter with Mr. Myron Taylor, before the meeting of the
Inter-Governmental Committee, in order to ascertain
whether it would be helpful if a statement on the lines
proposed was made.

This was agreed to, and it was felt

that an approach, at this stage, should be made to Mr.
Myron Taylor direct rather than officially through the
Foreign Office to Washington.
The Cabinet 
(i) authorised the Paymaster-General to
make a statement to the InterDepartmental Committee at their
forthcoming meeting on the lines
indicated in paragraph 19 of the Report
of the Committee on the Refugee Problem
quoted on page 24 of these Conclusions.
(ii) authorised the Paymaster-General to
take preliminary soundings of
Mr. Myron Taylor, before making the
above statement.

FOOD (DEFENCE
PLANS)
LEGISLATION.

12. The Cabinet had before them a Memorandum by
the Chancellor of the Duchy of Lancaster

(CP.-150

(39)) in which he sought the approval of his colleagues
(Previous
Reference:
Cabinet 49
(38), Con
clusion 8.)

for the preparation of a Bill (for introduction before
the House rose, so that it might be considered
immediately the House reassembled after the Summer
Recess) with the following objects:
(l) To transfer the responsibility for the
Food (Defence Plans) Department from the
President of the Board of Trade to another
Minister:
(2) To provide that Minister with certain
statutory powers over and above those
at present available to him under the
Essential Commodities Reserves Act.
With reference to (l) above, the Chancellor of
the Duchy recalled that the Prime Minister had
announced in the House of Commons on the 6th April
that he proposed to make arrangements whereby the
responsibility for the Food (Defence Plans)
Department should be transferred from the President
of the Board of Trade to another Minister, and that
he (the Chancellor of the Duchy) had agreed to take
over this responsibility.

The Memorandum continued

that it was desirable that the transference of
Ministerial responsibility should be regularised at
the earliest opportunity.

The existing arrangements

could not be considered satisfactory, and until the
position of the Minister responsible for Food Defence
was regularised he could not be nominated as the
competent authority in the draft Defence Regulations
or in the Orders made thereunder for the purposes of
food control in time of emergency.

In regard to ( 2 ) above, the Chancellor o f the
Duchy explained in his Memorandum the purposes for
which additional powers were urgently required.

He

considered, however, that the Bill should be drawn
in wide terms, with a view to meeting anticipated
future needs.

He therefore asked that the Bill

should provide for the following additional powers:
(a) to enable the Department to provide
facilities for the storage of foodstuffs.
(The present Act does not enable the
Department to provide storage facilities
directly except for the reserve stocks
which they require);
(b) to enable the Department to give assistance
to traders towards the improvement of
storage facilities. (The present Act
enables the Department to give assistance
to traders towards the improvement of the
facilities for the storage of stocks as
augmented under the powers in the Act.
The application of the powers in the Act
to the improvement of the storage facilities
of traders for existing commercial stocks
is not free from doubt):
(c) to enable compensation to be paid to
traders for extra charges incurred as a
result of dispersal of stocks:
(d) to enable cold storage accommodation to
be maintained or provided, sufficient to
meet the situation likely to arise in
time of war:
(e) to increase the capacity of processing
plant for foodstuffs in the country,
either by the erection of Government
plant or the extension of commercial
plant, as necessary to meet requirements
in time of war.

In regard to the additional statutory powers
asked for, THE CHANCELLOR OF THE DUCHY OF LANCASTER
explained that a great deal had been done by
voluntary agreement with the trade organisations
concerned.

There were, however, certain problems

which could not be dealt with without further powers.
Of these, perhaps the most important concerned the
dispersal of stocks.

The Committee of Imperial

Defence had decided that shipping should, so far as
possible, be diverted in time of war to West Coast
ports.

The extent to which this could be done

depended, not mere3yupon port facilities, but also
upon the extent to which depots were available
within reach of the ports.
Si-noe hie Memorandum had been-prepared-,-^
further matter^had been brought'to his notice, namely,
the camouflage of certain food producing centres.

He

hoped, however, that this matter would prove to be
covered by the Civil Defence B i l l .
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In the course of discussion it was suggested
that the payment of compensation to traders for
extra charges incurred as the result of the dispersal
of stocks would be a dangerous precedent.
THE LORD PRIVY SEAL said that a number .of
organisations had agreed readily to locate their
headquarters outside the vulnerable areas, and had not
suggested that the Government should compensate them
for the expense incurred.

In general, the payment

of compensation for necessary adjustments to meet
war conditions was to be deprecated,.

THE MINISTER OP SUPPLY (Designate) said, that he was making
certain payments to traders in order to induce them to keep
larger stocks than normal in store.

But it was felt that pay

men t in respect of additional stocks fell to he determined on
different grounds.
THE CHANCELLOR OP THE DUCHY OP LANCASTER pointed out that
in time of war the stocks of food in question would all "become
Government property.

The risk to be guarded against was not

merely destruction from air bombardment, but the risk that
owing to transport conditions, the goods could not be moved
in time of war.

He thought that when payment was made for

*

stocks taken over, it would be right to have regard to any
amount which had been expended in ameliorating the stocks or
their location.

The question of what compensation, if any,

should be paid in each case, would, of course, be a matter for
determination in consultation with the Treasury.
THE PRESIDENT OP THE B O A R D O P TRADE suggested that the
powers in the Ministry of Supply B I N could be used to deal
with one urgent matter, namely,

plant for the hydrogenation

of edible oils.
THE CHANCELLOR OP THE DUCHY OP LANCASTER undertook to
examine this suggestion.
The Cabinet agreed:
(l) To authorise the Chancellor of the Duchy of
Lancaster to arrange for the drafting of a Bill 
(a) to transfer the responsibility for the Pood
(Defence Plans) Department from the President
of the Board of Trade to another Minister:
(b) to provide the Minister in charge of the Pood
(Defence Plans) Department with additional
statutory powers, as summarised on page 33 of
these Minutes:
( 2 ) That the above authority should be without
prejudice to the question whether it was necessary
to authorise the expenditure of public money in / ,
respect-Of the, additional powers now s o u g h t
/

,

c

w

(3) To postpone a decision in regard to the date of
introduction of the Bill until it has been approved
by the Committee of Home Affairs.

13.
The Cabinet had under consideration a
BRITISH SHIPPING
(ASS IS TAN013 )
Memorandum by the President of the Board of Trade
BIJLL.
(Previous
R^fepenceJ
Cabinet 14
(39), Con-,
e l u s i o n 7. )

(H.A. 30 (39)) covering the draft British
$hipping (Assistance) Bill, the object of which,
was to enable Government assistance to be provided
for shipping and ship-building by the following
methods;
(i)
(ii)
(iii)
(iv)

Tramp Shipping Subsidy,
Shipbuilding Loans,
Shipbuilding grants,
Financial assistance for liner
services competing with subsidised
foreign shipping,
(v) Mercha.it Ship Reserve:

together with the following recommendation thereon
by the Committee of Home Affairs (H.A.C. 16th
Conclusions ( 3 9 ) , Minute 2 ) : 
"To authorise the introduction forthwith
in the House, of Commons of the British
Shipping (Assistance) Bill in the form
of the draft annexed to H.A. 30 ( 3 9 ) ,
subject to the amendments agreed to in
the course of the Committee's discussion
and to any drafting or other minor
alterations that may be found necessary
or desirable."
THE PRESIDENT OF THE BOARD OF TRADE

.... 'V ' A,

. .'"- v

'

'

:

. : . " A'A'-;'; AAv '. V.^Av:A-K^A:;l
;

:

said that it had been found necessary to make
a further drafting amendment in Clause (l) oft.
the Bill.
In reply to the Secretary of State for
Dominion Affairs, he said that Dominion owned
ships, if registered in the United Kingdom,
would come within the scope of the Bill and be
eligible for financial assistance thereunder.
The Cabinet approved the above
recommendation of the Home Affairs
Committee.

Richmond Terrace, S.W.1,
12th July, 1939.
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Meeting of the Cabinet to h e held at No. 1 0 ,
Downing Street, S.W.I., ON WEDNESDAY,
19th JULY,1939, at 10.50 a.ra.

AGENDA.

POREIC-N AFFAIRS.

2,

PALESTINE POLICY AND THE PERMANENT MANDATES COMMISSION.
(Reference Cabinet 54 (39) Conclusion 4 ) .
Statement b y the Secretary of State for the
Colonies,

3*

MERCHANDISE MARKS-ACT,. 1926.
(Reference Cabinet 39(57) Conclusion 2 2 ) .
Memorandum b y the President of the Boaz*d of
Trade.
C P . 154 (39) - circulated herewith.

4o

CONCLUSIONS OF HOME AFFAIRS COMMITTEE.
17th Conclusions (39) of Committee of Home
Affairs - to be circulated,
(a) Prevention of Violence ^Temporary Provisions)
Bill.
(Reference Cabinet 35 (59) Conclusion 1 0 ) ,
Memorandum by the Home Secretary, covering
draft Bill.
H.A, 31 (39) - to b e circulated.

fr)

of Man (Customs) Bill,
(Reference Cabinet 52 (38) Conclusion 5 a n d
Appendix I I ) .
Memorandum "by the Financial Secretary to the
Treasury, covering draft Bill.
H.A. 33 (39) - circulated herewith.

r

(Signed) E.E. BRIDGES,
Secretary to the Cabinet.

Richmond Terrace?

S.W.I.

14th July, 1359.
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CONCLUSIONS of a Meeting of the Cabinet held
at 10 Downing Street, S.W.1, on WEDNESDAY,
19th July, 1939 at 10.30 a.m.
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The Rt. Hon. Neville Chamberlain, M P ,
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Lord President of the
Council.

Right Hon.
Lord Maugham,
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The Right Hon.
Sir Samuel Hoare, Bt.,G.C.S.I.,
G.B.E., C.M.G., M.P., Secretary
of State for Home Affairs.

Right Hon.
Viscount Halifax, K.G. , G.C.S.I. ,
G.C.I.E., Secretary of State for
Foreign Affairs.

The Right Hon.
Sir John Anderson, G.C.B.,
G.C.S.I,, G.C.I.E., M.P.,
Lord Privy Seal.

: Right Hon.
Sir Thomas Inskip, C.B.E., K.C.,
M.P., Secretary of State for
Dominion Affairs.

The Most Hon.
The Marquess of Zetland, G ^ C S , ^
G.C.I.E., Secretary of State
for India and Burma.

Right Hon.
Malcolm MacDonald, M.P. ,
Secretary of State for the
Colonies.

The Right Hon.
W.S. Morrison, M , C , K.C. , M.P. , j
Chancellor of the Duchy of
Lancaster.

Right Hon.
The Earl Stanhope, K,G., D.S.O.,
M.C., First Lord of the Admiralty.

The Right Hon.
L. Hore-Belisha, M . P . ,
Secretary of State for War.

Right Hon.
Sir Kingsley Wood, M.P.,
Secretary of State for Air.

The Right Hon.
John Colville, M.P., Secretary
of State for Scotland.

Right Hon.
Oliver Stanley, M.C., M.P.,
President of the Board of Trade.

The Right Hon.
The Earl De L a Warr, President
of the Board of Education.

Right Hon.
Walter Elliot, M.C., M.P.,
Minister of Health.

The Right Hon.
Ernest Brown, M . C . , M.P.,
Minister of Labour,

Right Hon.'
E.L. Burgin, M.P.,
Minister without Portfolio.

The Right Hon.
Sir Reginald Dorman-Smith, M.P.,
Minister of Agriculture and
Fisheries.

Captain the Right Hon.
p. Euan Wallace, M,C., M.P.,
Minister of Transport.
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1 . THE SECRETARY OP STATE FOR FOREIGN AFFAIRS

THE INTERNATIONAL
SITUATION.

said-thet the Cabinet would have seen the latest

Rus s ia.

telegram from Sir William Seeds (Telegram N o . 165
from Moscow) .

(Previous
Reference:
Cabinet 37
(39), Con
clusion 1,)

The French Government had been

anxious that a reply should be sent to our
Ambassador

in Moscow on the previous evening,

but he (the Foreign Secretary) had said that it
ER. 3 7 ( 3 ^ ) 5.

was necessary to wait until today.

He suggested

that the present position of the negotiations
should be considered at a Meeting of the Foreign
Policy Committee which would be held immediately
on the conclusion of the Cabinet Meeting.
Two main points emerged, from. Sir Villiara Seeds'
telegram.

The first was that the Russians did not

like our formula, in regard to "indirect aggress ion"-,
which they thought did not cover enough ground,
and were determined to adhere to their own formula.
In our view, this formula would give the Soviet
Government a wide right of intervention in the
internal affairs of other countries, and we could,
not justify acceptance of it.
The second, point concerned Article 6.

The

Soviet Government still adhered to their view
that while the Articles of the Political Agreement
would be initialled, they should not enter into
force until a Military Agreement had been
concluded.

The French had been anxious to concede

this point at once.

The Foreign Secretary'ajview

was that- he would be prepared to make a concession
on this point in exchange for the Soviet Government
accepting our view on the definition of "indirect
aggression" to be included in Article 1 .

He would

also be prepared to agree to a provision for
consultation in regard to cases which, in the view

of the Soviet Government, cjo^tri1ruted^In4irac.t
aggression but which were not covered by our
formula.
The Foreign Secretary said that if the
Russians wer* not prepared to accept an arrange
ment on the lines proposed, then the only alterna
tive to a complete breakdown of the negotiations
would he the conclusion of a simple tripartite
pact.

Tf the negotiations should, after all,

fail, the Foreign Secretary said that this would
not cause him. veiy great anxiety, since he felt
that, whatever formal agreement was signed, the
Soviet Government woul^ probably take such action
as best suited them if war broke out.
The Foreign Secretary added that he had had a
long talk with Wr Greenwood and. D r . Dalton, to
whom he had explained the position.

He found that

they were entirely in accord with our attitude in
regard to the definition of "indirect aggression".
He was not, therefore, apprehensive of Parliamentary
criticism if we were to break with the SovietGovernment on this point.
Asked as to the prospects of reaching agreement
on the basis of a simple tripartite pact, the
Foreign Secretary said that he was rather disposed to
think that the Soviet Government were not very keen
on concluding an agreement of any kind.
In reply to questions, the Foreign Secretary
said that he thought there was some evidence that
Germany was trying to make matters as difficult
for us as they could in our negotiations with the
Soviet Union.

It seemed that discussions of some

kind were proceeding between the German Government

1 Oi

and the S o v i e t Government.

I t was i m p o s s i b l e t o

assess t h e i r r e a l v a l u e , but i t

seemed l i k e l y

these discussions r e l a t e d to i n d u s t r i a l

matters.

THE PRIME MINISTER s a i d t h a t he could, n o t
himself to b e l i e v e that a r e a l

that

bring

a l l i a n c e between

Russia and Germany was p o s s i b l e .
The Cabinet
(l)

—

Took n o t e o f the S e c r e t a r y o f S t a t e
f o r Foreign A f f a i r s ' statement:

( S ) Agreed, t h a t t h e l i n e s o f the r e p l y
t o be sent t o S i r W i l l i a m Seeds should,
be s e t t l e d a t a Meeting o f the F o r e i g n
P o l i c y Committee t o be h e l d immediately
on the c o n c l u s i o n o f t h e Cabinet M e e t i n g ,

-3

THE INTERNAT TONAL
SITUATION
(Conf d) .

2 . THE SECRETARY OP STATE FOR FOR-MGN--AFFAIR&
sa.id that his colleagues would have seen the
recent telegrams from Sir Robert Craigie, reporting

The Position
at Tientsin.

his discussions with the Japanese Minister for
Foreign Affairs (Telegrams Nos . 786 to 790'from Tokyo),

(Previous
Reference:
Cabinet 3 7
(39), Con
elusion 3 .)
F.R.

(3^)4.

together with the reply which had been sent to
him (Telegram No. 3 8 7 ) .

It had been arranged

that Sir Robert Craigie should, s e e Mr Arita again
at 9 a.m. that morning.
m

The Foreign Office elegram had been drafted
in order to allow Sir Robert Craigie, who, he
thought, had conducted the negotiations with
considerable skill, some room for manoeuvre.
In reply to a question, the Foreign Secretary
said, that he would take steps to make certain that
the United States Government were aware of the
general lines on which we were acting..

He was

boun^ to say, however, that the attitude of the
United States Government in this matter had not
been very helpful,
The Cabinet took note of the
Foreign Secretary's statement.

-4

1

INTERNATIONAL
iTUATION (CONT*L)

3.

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS

said that some information had been received to
the effect that Germany was "soft pedalling" in
(previous
Reference:
Cabinet 37(39)
Conclusion 2. )

regard to Danzig.

It was difficult to know how

much value should be attached to this information
or what it denoted.

It was clear, however, that

our right course was to show a firm front,while
not excluding the possibilities of adjustment.
The Foreign Secretary invited attention
to a recent telegram from our Ambassador in Germany
(Telegram No. 320 from Berlin) in which
Sir Nevile Henderson said that in his opinion
further public warnings as to Danzig were undesirable.
Reference was also made to a recent discussion between
Herr von Dirksen and the Egyptian Ambassador in
London (vide Despatch from Viscount Halifax to
Sir Miles Lampson, No. 792, dated 17th July.).
The Cabinet took note of this
statement.

POLAND.
Proposals for
a Cash Loan to.

4.

THE SECRETARY OP STATE POR FOREIGN AFFAIRS

said that it had been contemplated that a financial
agreement would be signed the previous week, but at

(previous
Reference:
Cabinet 37 (39)
Conclusion 9)

the last moment the Poles had not been willing to
sign, with the result that a rather difficult
situation had arisen.

The Chancellor of the

Exchequer and he had spent the previous afternoon in
further discussions with the Polish representative.
THE CHANCELLOR OF THE EXCHEQUER said that
we \vere prepared to, take the very unusual step of
making a cash loan to Poland.

It was obvious that

we must take steps to ensure that the money lent
should not be used iijt such a way as to damage our
interests, which would, for example, be the case if
the Poles were at once to convert sterling proceeds
of the loan into dollars and place orders in the
United States.

It was therefore reasonable to

provide for consultation between the French, British
and Polish Governments as to the; methods of spending
the proceeds of the loan.

The United States had

adopted the same procedure when she had made loans
to us in the last war.

He thought that the difficulty

which had arisen was largely due to a difference of
opinion between the Polish Minister of Finance and his
representative in this oouritry.

The French were in

complete agreement with us on the whole matter.
THE FOREIGN SECRETARY pointed out that if
we were to make the loan to Poland, it would be
necessary for Poland to reach agreement with us in the
near future, while there was still time for u s to obtain
the necessary legislative authority from Parliament...
The Cabinet took note of this statement.

jgS INTERNATIONAL
ITUATION.

5.

THE SECRETARY OF STATE FOR FOREIGN AFFAIRS

said that Sir Eric Phipps had now spoken to
Italian Relations
with Prance.
(Previous
Reference:
Cabinet 33 (39)
Conclusion 4 ) .

M. Daladier on the subject of a possible French,
approach to Signor Mussolini with a view to
effecting an improvement in Italian relations
with Fyance, and clearing up outstanding difficulties.
M. Daladier had undertaken to consider the matter
but his response had not been very encouraging.
The Cabinet took note of this statement.

T
THE INTERNATIONAL
SITUATION (CONT'D)

6.

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS

V

said that his colleagues would have seen from a

Relations betv/een
prance and Spain.

recent telegram (No. 429 from San Sebastian) that
there had been a last minute hitch over the handing

(previous
Reference:
Cabinet 33 (39)
Conclusion 5. )

over of the gold from France to Spain, to which the
French were now attaching conditions.

A telegram

had been despatched to the French Government on the
previous night

(No. 350 Saving) urging them very

strongly to reconsider their attitude in this matter.
The Cabinet took note of this statement.

THE INTERNATIONAL
SITUATION (OONT'D).

7.

THE S E C R E T L Y OF STATE FOR FOREIGN AFFAERS

said that his colleagues would have seen a recent
Turkey.

telegram from Turkey (No. 12, from Angora) from

(Previous Reference; which it appeared that the Turkish Government
Cabinet 5 4 ( 3 9 ) ,
were asking for financial assistance on a far
Conclusion 9 ) .
^.s^(3^)/o.

larger scale than we had contemplated.

The

tone of the Turkish demands was somewhat
disconcerting, although he doubted if it went
so far as to make the conclusion of a political
agreement dependent on our conceding their
monetary demands.

The matter was further explained

in a letter from the Ambassador which he proposed
to circulate to the Cabinet.

He would probably

find it necessary to ask the Cabinet for decisions
on this matter before long.
The Cabinet took note of this statement.

PALESTINE-

8.

THE SECR,:2PAHY OP STATE FOR THE COLONIES said

that the Permanent Mandates Commission had sent him
Report of
Permanent
.
Mandates
C oramission.
(previous
Reference:
Cabinet 34(39J
Conclusion

a draft of their report, whish took the form of

4),

a s set out in the White Paper, was not consistent

"observations", followed by minutes of their private
discussions.

It was clear that four members of

the Commission thought that the Government's policy,

with the Terms of the Mandate, while three members
toek a contrary view.

The points at issue were not

argued in the "observations".

The arguments, as

stated in the minutes, were not well expressed, and
the Secretary of State thought that a very strong case
could be made against the view of the four members
who thought our policy inconsistent with the Terms
of the Mandate.

^on ^x-ample-?—£^hey^urged that we had

since 1937 adopted a new interpretation of our
obligations under the Mandate.

They had based them

selves, however, on a mis-quotation of our Statement
Of Policy, made in 1937 (Cra3.* 5 5 1 3 ) .

The Permanent M a n 

d a t e s Commission had asked far our comments on their
draft

"observations",,

These were being prepared and would

be brought before the Cabinet Committee on Palestine.
In the discussion which ensued, questions
were asked as to what the position would be if the
Gouncil of the League of Nations failed to reach a
unanimous decision on this point.

The Secretary of

State for the Colonies expressed the hope that,
although a number of members of the Council might
not be in agreement with our policy, they might refrain

from voting against u s

c

The view was expressed that it would he
desirable to obtain an opinion from the Legal
Adviser to the F

o r e

i g n Office as to what the position

would be in the various situations which might arise
when the matter came before the Council of the
League.

This course was agreed t o ,

A suggestion was also made that there was a
likelihood that some members of the Council would
be actively canvassed by Jewish sympathisers before
the Council meeting and that it would be desirable
that a diplomatic approach should be made to certain
countries represented on the
next Council meeting.

Council, before the

The -Secretary of State for

the Golonies said that this matter was under con
sideration and that material was being prepared for
use through the diplomatic channel

0

THE SECR..,T.uRY OP S T A T E POR DOMINION AFFAIRS
suggested that if

we commented fully on the Permanent

Mandates C o m m i s s i o n s draft "observations'', the
result might only be to enable them to strengthen
the case which they had it in mind to submit to the
Council of the League of Nations,

The Secretary of

State for the Golonies said that the possibility of
f

not sending any comments on the-Commission s
observations had occurred to him.

This possibility

would be brought to the notice of the Palestine
Committee.
Illegal
Immigration

THE SECRETARY OF alATE FOR THE COLONIES
said that he had authorised the High

Commissioner for Palestine to announce that there
would he no immigration quota for the six months from 1st
October, 1939 to 31st March, 1940 on account of the
large inflow of illegal immigrants.

This decision

followed from the statement in the White Paper that we
contemplated a total of 75,000 immigrants over a period
of five years, and that illegal immigrants would be
deducted from this total.
The Secretary of State for the Colonies said
that when the quota of 7,500 had been fixed for the
current period of six months, he had told the Jewish
Agency that, if they could produce evidence that it
would he possible for Palestine to receive a larger
number, he would be prepared to consider a supplementary
quota.

No case for any addition to the quota of

7,500 had been made to himAt the present time illegal immigrants were
entering Palestine in such large numbers as to make it
Impossible to authorise a quota for the ensuing six
months.
To a small extent the illegal immigrants
consisted of persons who avoided our patrols, which
had not yet reached their maximum efficiency.

For the

most part, however, the illegal immigrants consisted
of persons who were intercepted by our patrols, but
whom it was in fact impossible to send away.

Many

of the illegal immigrants came from Germany, and it
was impossible to contemplate sending them back to
that country.

Others came from countries such as

Poland, Roumania and Hungary, but had taken steps to
destroy their papers

Since no proof could be obtained of

the place from which they came, there was no means o f
deporting them.

The continuance o f

illegal

immigration on t h i s

s c a l e was h a v i n g a s e r i o u s e f f e c t
opinion.

on Arab p u b l i c ,

The Arabs were coming t o b e l i e v e t h a t our

White Paper p o l i c y was i n s i n c e r e and t h a t we proposed
t o a l l o w t h e Jews t o circumvent t h a t p o l i c y b y
breaches o f

t h e law a t which we connived.

t h e r e f o r e , been n e c e s s a r y t h a t a c l e a r

I t had,

statement

should he made which would r e a s s u r e Arab o p i n i o n .

So

f a r as t h e Arabs were concerned the High C o m m i s s i o n e r ^
announcement had produced a w h o l l y good e f f e c t .
e f f e c t on the Jews was more d o u b t f u l .

If

it

The

would

persuade them t h a t we were n o t p r e p a r e d t o a g r e e
our p o l i c y b e i n g s t u l t i f i e d
Again,illegal

its effect

would be good.

immigration d i d not secure t h e

t y p e o r the r i g h t numbers o f

immigrants f o r

economic needs o f the c o u n t r y .

to

right
the

I t was t h e r e f o r e

to

he hoped t h a t the Jews would c o - o p e r a t e w i t h us i n a
determined s t e p t o s t o p i l l e g a l

immigration.

On t h e o t h e r hand, t h e Jews might take t h e
View t h a t i f

t h e r e was t o be no immigration

illegal

immigration t h e y had b e t t e r

illegal

immigration.

except

encourage

The S e c r e t a r y o f S t a t e f o r the C o l o n i e s

said

t h a t the d e c i s i v e c o n s i d e r a t i o n was t h a t no p a r t y
would have any c o n f i d e n c e

in our p o l i c y i f

that p o l i c y to be destroyed by
immigration.

illegal

Drastic steps were,

n e c e s s a r y t o put a s t o p t o i t .

we a l l o w e d

therefore,

These s t e p s

comprised,fJrst

action in the countries from which the
immigrants came;

illegal

this would he taken in

co-operation with the Foreign Office.
Secondly, action in Palestine to deal with
illegal immigrants on arrival.

There was,

for example, the possibility that they might
be kept in camps and not allowed to enter
Palestine.

This matter would be brought

before the Cabinet Committee on Palestine.
The Cabinet:
(l) Took note that the observations
of the Permanent Mandate
Commission would be brought
before the Cabinet Committee on
Palestine with a view to con
sideration of the terms of His
Majesty's G o v e r n m e n t s reply.
( 2 ) Invited the Secretary of State
for Foreign Affairs to arrange
for the preparation of a Paper,
setting out the various con
tingencies which might arise
when the Report of the Permanent
Mandates Commission on our policy
in Palestine came before the
Council of the League of Nations.
(3) Invited the Secretary of State
for Foreign Affairs and the
Secretary of State for the
Colonies to arrange for diplomatic
action to be taken, with a view
to obtaining support for our
Palestine policy when the matter
came before the Council of the
League of Nations.
(4) Took note that the position in
regard to illegal immigration,
and the action to be taken to
diminish it, would be brought
before the Cabinet Committee on
Palestine.

(The First Lord of the Admiralty left the
Meeting at this point.)

JHE MERCHANDISE
feRKS ACT, 1926.

9.

The Cabinet had. before them a Memorandum by

the President of the Board of Trade ( C P . -154 (39))
proposed
Amendment,

in which he sought the authority of his colleagues fox

1

the preparation, and submission to the Committee of
(previous
Reference:
Cabinet 39
(37), Con
elusion 2 2 ) .

Home Affairs, of a short Bill to amend the Merchandise
Marks Act, 1926.
Section 10 of that Act, which required an
indication of origin to be applied to imported goods,
provided that this indication should consist, at the
option of the person applying it, of either the word
"Foreign" or "Empire", as the case might b e , or of a
definite indication of the country in which the goods
were manufactured or produced.

The object of the

proposed Bill was to remove the existing option
to use the word "Foreign" or "Empire", and to require
goods covered by the Act to be marked with the name
of the country whence they originated.

There had been

considerable pressure in favour of this change both in
the House of Commons and from other quarters and it had
already been announced in the House of Commons that the
option was to be removed.

Provisions would, of course,

be included in the Bill to safeguard traders against
loss or undue inconvenience in connection with stocks
marked in accordance with the existing law, and to deal
with the obvious difficulties of marking blended goods.
It was. stated in the Memorandum that the
principal commercial, industrial and agricultural
interests

had been consulted by the President of the

Boai-d of Trade and the Minister of Agriculture and
Fisheries, and that, although some divergence of
opinion existed between manufacturing interests on the
one hand and importers and merchants on the other, it"
was not anticipated that opposition to the change would
be very weighty.

THE PRESIDENT OP IHE BOARD OP TRADE said that
there had been a movement for some tiae in favour of the
removal of the option referred to.^ and that he was
satisfied that the change proposed had a sufficient
hacking from public opinion to justify its being made.
For the moment, he only asked for authority for the
drafting of the Bill and for its submission to the
Committee of Home Affairs.
THE SECRETARY OP STATE FOR THE COLONIES said
that if the option to use the word "foreign" or to
require the goods to be marked with the name of the
country from whence they originated was to be removed,
it was logical to take the same step in regard to
Empire goods.

Some apprehension was felt that this

might prejudice the trade of some of the smaller
and lesser known colonies.
THE PRESIDENT OF THE BOARD OF TRADE thought
that this difficulty could be got over if t h e word
"Empire" was prefixed to the name of the smaller or
lesser known colonies.
THE SECRETARY OF STATE FOR DOMINION AFFAIRS
said that some time ago enquiries

had been addressed

to the Dominion Governments on this matter.

He hoped

that it would not be necessary to introduce the Bill
before their replies had been received.
THE PRESIDENT OF THE BOARD OF TRADE said
that early introduction of the Bill was not
contemplated.
The Cabinet authorised the President of
the Board of Trade to prepare and submit
to the Committee of Home Affairs a
short; Bill to amend the Merchandise Marks
Act, 1926, on the lines indicated in his
Memorandum,

"i

0 o
L U i

PREVENTION
OP VIOLENCE
(TEMPORARY
! ^PROVISIONS)
BILL.

10.

The Cabinet had under consideration a

Memorandum by the Home Secretary (H.A.. 31 (39)
covering the draft Prevention of Violence

(Temporary

Provisions) Bill, the object of which was to prevent
(previous
Reference:
Cabinet 35 (39)
Conclusion 10. )

the commission in Great Britain of further acts of
violence designed to influence public opinion or
Government policy with respect to Irish affairs:
together with the following Conclusions thereon by
the Committee of Home Affairs (H.A.C. 17th Conclusions
(39) Minute l ) : 
"(l)

(3)

That the Secretary of State for Dominion
Affairs should be invited to communicate
the substance of the Bill to Mr. de
Valera with as little delay as practicable,
in order that his comments may be obtained,
if possible, before the Meeting of the
Cabinet on Wednesday next, July 19th.
To recommend the Cabinet to authorise
the introduction forthwith i n the House
of Commons, with a view to its passage
into law before the summer recess, of
the Prevention of Violence (Temporary
Provisions) Bill in the form of the draft
annexed to H.A. 31 ( 3 9 ) , subject to the
alterations and modifications agreed upon
in the course of the Commit tee's discussion,
and to any drafting or other minor
alterations that may be found necessary or
desirable.
,f

THE SECRETARY OP STATE FOR HOME AFFAIRS said
that the preparation of this Bill had given rise to
a number of novel and important points.
It had been suggested in certain quarters
that the matter should be dealt with by proclaiming
the I.R.A. as an illegal organisation.

This

suggestion, however, did not get over the difficulty
of how membership of the organisation could be proved.
Another suggestion was to rely on a visa
system between Great Britain and Ireland.

On

investigation, however, the conclusion had b e e n
reached that a visa system would not be workable
unless the effective co-operation of the Eire Police
was obtained.

It was thought that the prospects of

obtaining such co-operation would he diminished if we
were to set up a Visa Office in Dublin.
Another proposal which had been considered was
to set up internment camps in this country.

It was

recognised that, in the last resort, we might be driven
to adopt this course.

It was clear, however, that

&GMF&g£e&^m* internment camps was open to many weighty
objections.
These alternatives having been discarded, it
had been decided to adopt the scheme on which the Bill
was based.

One of the main powers in the Bill, on

which reliance was placed, was the power of expulsion and
prohibition of entry in respect of -persons who had been
ordinarily resident in Great Britain for less than
10 years.

The Police would like to extend the limit of

10 years, but it was clear that even with this limit
these powers would cover two-thirds of the suspected
persons.
restrict

On the whole, it had been thought wise to
these powers to persons who had been ordinarily

resident here for less than 10 years.
The second main power in the Bill was the power
to require suspects to register.

This power was not

limited to persons who had been ordinarily resident
here for 10 years.,

The Police attached considerable

importance to this power, which would give them some hold
over suspected persons who could not be made the subject
of Expulsion or Prohibition Orders.

-

2-03

Very c areful -consider ajxlonjaad--been^gi ven-*"fco
the question whether it was wise to set. up an
Appeal Tribunal either of an advisory or of a
judicial..character.

The conclusion had been

reached that such a Tribunal would be either an
obstacle to the authorities, or else be a piece of
humbug, and that on the whole it was be-tter not to
set up a Tribunal.

The Advisory Tribunal which

had been set up to deal with the deportation of
aliens had in fact served no useful purpose, and
had fallen into disuseo
The Bill was limited in scope.

Thus., it was

for a period of two years only? and proposals to
extend the provisions of the Bill to restrict the
immigration.of labour into Scotland had been
resisted.
The Home Secretary said that he had
discussed tue matter with Mr. Greenwood and
Sir Archibald Sinclair..

In his talks he had not

disguised the extent of the powers asked for,
and he had taken the line that the Bill was an
essential Defence measure, which was necessary to
put a stop to sabotage.

He had emphasised the

fact that evidence showed that a further campaign
of outrages was contemplated in which life would
be endangered.

Both Mr. Greenwood and Sir Archibald

Sinclair had taken the proposal well, although the
former had said that he could not guarantee what,
attitude his Party would adopt.
A copy of the Bill had been shown by the
Secretary of State for Dominion Affairs to
MtVDulanty.
THE SECRETARY OP STATE FOR DOMINION AFFAIRS
said that he had explained the Bill to Mr. Dulanty-,
who had not takon the matter tragically.
-19

He had

- asXedQjL^-^he^
of this evil, namely, the partition of Ireland.
no hopes had been held out to him.

On thi.g

A copy of the Bill

had been sent to Mr. De Valera.
In the discussion which ensued, trie main point
raised was the provision which limited the application of
Expulsion and Prohibition Orders to persons who had not
been ordinarily resident in Great Britain during the last
10 years.
THE HOME SECRETARY agreed that this limitation made
a gap in the logic of the Bill*
it was wise to g o

Originally it had been proposed to have a

0

limit of five-years

The question was ho?/ far

This had been increased first to seven

a

and then to ten. years

But it had been felt that it

0

might not be possible to adhere to this latter limit.

A

ten years' limit would enable some 50 or SO out of the
80 people whom the Police regarded as dangerous, to be
expelled from this country.

lie proposed, as soon as the .

Bill had been passed, to pick out those cases acong these
50 or 60 on which we should be on the strongest ground with
Mr. De Valera, and to make the men in question the subjects
of Expulsion Orders.

He attached a great deal of import"-'

ance to getting Mr. D e Valera's co-operation, and he
thought that we were more likely to obtain it if we did
not ask him to receive in Eire persons whom he could claim
had had no connection with that country for a very long
time.

There was also the question of what view Parliament

would take if it was proposed to apply the expulsion pro- ..
cedure to persons who had been resident in this country for
very long periods and who would claim that they no longer
had any connection with Ireland.
On the other. JBBMV the view was expressed that
it was difficult to justify the limitation of
Expulsion and Prohibition Orders to persons
ordinarily resident in this country for less than .

.

10 years, seeing that w e were taking^ theline- -that
the danger to which we were exposed was a very grave
one and Justified the use of drastic powers.
(The Secretary of State for Dominion
Affairs left the Cabinet at this p o i n t ) .
THE PRIME MINISTER

said that he was struck

by the point that one-third of the suspected persons
had been in this country for 10 years or moreThis left a large gap.
One suggestion made was that the

powers

should apply to persons who had been ordinarily
resident in Great Britain since the end of the War
(say, 1 9 1 8 ) , or the establishment of the Free
State (1st April, 1922).

The view which met with
11

most acceptance was that the figure of 1 0 " in
Clause 1(2) and 1(4) should be raised to " 2 0 " , but
that, in making use of the powers of expulsion, care
should be taken not to ask the Eire G-overnment to
receive persons whom they could, reasonably claim
had no connection with Eire.
General agreement was expressed with the
1

Home Secretary s view that internment was a
desperate remedy and should not be adopted unless
every other expedient failed.
THE HOME SECRETARY explained, in answer to
questions, that at the outset he had been disposed
to insert a provision for a visa system.

" The

Police -authorities, however, had been of the opinion
that such a system was not very likely to be
effective.

Further, it would give rise to serious

Opposition in Northern Ireland.

He had therefore

oome to the conclusion that no provision should
he made for a visa system, at any rate at the outset.
THE CHANCELLOR OF THE EXCHEQUER raised the
question whether the limitation of Expulsion and
Prohibi tion Orders to persons who had not been
ordinarily resident in Great Britain for a certain
period, should apply to (a) a period of 10 (now 20)
years at the tfrae" of the Secretary o f State's
exercise of his powers under the Act, or (b) to a
period of 10 (now

20) years at the date of the

passing of the Bill.

J

t

the latter alternative

w

a

w

s

might be desirable to move
in Committee on the lines
After further

a

s

generally felt that

preferable, and that it
a

Government amendment

indicated.

discussion, the Cabinet

(l)

approved the draft ^Prevention of
Violence (Temporary' Provisions) Bill
in the form annexed
to H.A.31(39),
subject to the substitution of "20"
years for "10" years in Clauses 1(2)
and 1(4) i

(2)
!

authorised the Home Secretary to
introduce the Bill forthwith with
a view to the Second Reading and
Committee Stages of the Bill being
taken in the ensuing week.

ISLE OP MAN
fl*(CUSTOMS) BILL.

11.

The Cabinet had before them. a.-Memorandum by

the Financial Secretary to the Treasury (H.A. 33 (39))
(Previous
Reference:
Cabinet 52 (38)
Conclusion 5 and
Appendix II.)

covering the draft Isle of Man (Customs) Bill, an
annual measure required in order to confirm the
Customs Resolutions of the Manx Legislature:

together

with the following recommendation thereon by the
Committee of Home Affairs (K.A.C. 17th Conclusions (39)
Minute 3 ) : .
"To authorise the introduction forthwith
in the House of Commons, with a view
to its passage into law before the
summer recess, of the Isle of Man 
(Customs) Bill in the form of the
draft annexed to K.A. 33 (39),
subject to any drafting or other
minor alterations that may be found
necessary or desirablei'
The Cabinet approved the above recommendation
of the Committee of Home Affairs.

f

ARMY AND AIR
FORCE COURTSMARTIAL
COMMITTEE.

12.

THE LORD CHANCELLOR said that the Cabinet

Committee appointed at the Meeting referred to in
the margin had had before them a Joint Memorandum

(Previous
Reference:
Cabinet 15
(39), Con
clusion 7 . )

by the Secretaries of State for War and Air

(R.CM.

(39) 2 ) , dealing with the recommendations of the
Committee which affected the appointment, constitu
tion and functions of the Judge Advocate General
and his Office.

The Cabinet Committee had

considered these matters at a Meeting held on
the previous day.

He had been asked to make

an oral report to the Cabinet, but he did not
think he need do more than say that complete
agreement had been reached.

It was proposed

that the whole Report should now be published,
and that at the same time the Secretaries of
State for War and Air should issue a joint
memorandum, announcing the action to be taken on
the report.
The Cabinet took note of this Btatement.

EXPORT CREDITS
LEGISLATION.
Assistance to
Yugoslavia.
(Previous
Reference:
Cabinet 3 3 ( 3 9 )
Conclusion 8. )

13.

THE SECRETARY OF STATE FOR FOREIGN AFFAIRS

reminded his colleagues that Prince Paul of Yugo
slavia was n o w on a visit to this country.

He

thought it important that action should he taken which
would strengthen Prince Paul's influence in the
present difficult international situation.

Up to

the present £1 million had been allocated to Yugo
slavia under Section 1 of the Export Guarantees Act,
1939.

This could be used for defence requirements

other than lethal weapons.

In addition,

Yugoslavia

had been allotted £g- million of "political" credits
under Section 4 of that Act.

He thought that Prince

Paul would ask for further measures to assist AngloYugoslav trade and also for an increase in political
credits, which could be used for armaments.
As regards the former point he realised that
it would b e difficult to take measures to increase
Anglo-Yugoslav trade.

He knew that the President

of the Board of Trade was at work on a number of
schemes including, for example, a scheme for encourag
ing imports of timber.
As regards political credits, he would like to
have authority to say to Prince Paul that we were
prepared to grant Yugoslavia

a political credit of

£1 million, making in all £1-g- millions, provided that
Yugoslavia could put forward practical proposals four
the utilisation of a credit of this, amount.
Continuing, the Secretary of State for
Foreign Affairs said that he also hoped it
would be possible to make a specific statement

to Yugoslavia as to the supply of aeroplanes from
this country.

A t a meeting of the Allied. Demands Sdb-f

Committee held the previous afternoon it had been
agreed that Yugoslavia could he supplied before
the end of 1939 with 40 short-nosed Blenheims
and 12 Hurricanes.

He would be glad to be able

to make a statement to this effect to Prince Paul,
and he would like to add that we hoped to be able
to make a further supply in, say, four or six
months

1

time.
THE SECRETARY O P STATE FOR AIR said that he

had sent the Foreign Secretary a letter on this
matter.

In point of fact the Air Ministry could

o.

offer^little more than the figures the Foreign
Secretary had mentioned.

The Air Ministry had

been dealing with very large foreign demands for
aircraft in the past few months.

These demands

could only be met at some cost to our own security.
He would discuss the matter further with the Air
Staff and would suggest to the Foreign Secretary
the terms of a communication which might be made
to Prince Paul.
The question was raised whether it was
wise to supply armaments on a substantial scale
to Yugoslavia with which we had no political
agreements.
The view expressed by the Foreign Secretary,
and concurred in by the Cabinet, was that it was
most desirable, on political grounds, to encourage

Ci L
the Yugoslav Government.

i.

It^wajs-^orisAcLered-that

if war ensued the people of Yugoslavia would fight
the Italians vigorously and energetically.
THE PRESIDENT OP THE BOARD OP TRADE, while
not dissenting from the view that the amount of
political credits given to Yugoslavia should be
increased to £1^ millions, asked the Foreign
Secretary to include a word in his letter to
Prince Paul as to the treatment of our own traders. ,
It was clear that some interests in Yugoslavia were
deliberately diverting trade to Germany.
The Cabinet agreed:
(l) To authorise the increase of the
total of political credits to be
made available to Yugoslavia from
£ 5 million to £1^- millions, subject
to the conditions in (2) and (3) below.
(2) To authorise the Foreign S cretary
to inform Prince Paul of Yugoslavia
that we were in a position to supply
armaments to Yugoslavia up to a
total of approximately £1 million
in 1939, and that political credits
would be made available up to this
amount.
e

(3) That the Foreign Secretary should
also be authorised to inform
Prince Paul that we were prepared to
examine demands for the supply o f
armaments costing a further £500,000,
and to grant a further political
credit to the extent that this proves
possible.
The Foreign Secretary
would, no doubt, point out that while we
were anxious to meet such further
demands, it would be necessary to
consider how far we could do so without
detriment to the needs of our own
Services and of our allies.
(4) To invite the Secretary of State
for Air to furnish the Foreign
Secretary with the precise terms of a
communication to Prince Paul as to
the aircraft supplies which could be
made available to Yugoslavia in the
course of 1939.

Richmond T e r r a c e , S.W. 1 .
19th-4u*y,

1939.
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59 (59).

Meeting of the Cabinet to be held at No. 10 Downing
Street, S.W.I., on WEDNESDAY, 26th JULY, 1959,
at 10.50 a.m.

AGENDA.

1.

FOREIGN AFFAIRS.

2.

DEFENCE OF INDIA: REPORT OF THE EXPERT COMMITTEE;
PUBLIC ANNOUNCEMENT IN REGARD TO.

DAT3J

(Reference Cabinet 54 (59) Conclusion 3 )
Statement by the Secretarjr of State for, India.

3.

CO-ORDINATION OF DEFENCE PROGRAMMES.
(Reference Cabinet 36 (39) Conclusion 2)
Memorandum by the Prime Minister.
C.P 166 (39) - circulated herewith.
D

4,

DEFENCE BILL AND REGULATIONS.
(Reference Cabinet 36 (39) Conclusion l )
Report by Cabinet Committee.
C P * 160 (39) - circulated herewith.

5.

RESERVES OF FOOD AND RAW MATERIALS.
(Reference Cabinet 57 (59) Conclusion 12)
Memorandum by the Minister for Co"-ordination of Defence.
C P . 1 6 5 (39) - circulated herewith.

6.

REPORT OF THE DEPRESSED AREAS COMMITTEE.
(Reference Cabinet 60 (38) Conclusion 15)
Note by the Prime Minister,
C P . 161 (59) - circulated herewith.

9i a
& JL (J

7.

CLAIM TO S?INSTSRS

T

PENSIONS.

Memorandum by t h e C h a n c e l l o r o f t h e Exchequer-,
C P . 164 ( 3 9 ) - c i r c u l a t e d h e r e w i t h .

8.

ROAD ACCIDENTS:

REGULATION OF CYCLISTS.

Memorandum b y t h e M i n i s t e r o f T r a n s p o r t .
O.P. 158 ( 3 9 ) - c i r c u l a t e d h e r e w i t h .

9.

CONCLUSIONS OF HOME AFFAIRS COMMITTEE.
18th C o n c l u s i o n s ( 3 9 ) o f Committee o f Home A f f a i r s
t o be c i r c u l a t e d .
( a ) Pood ( D e f e n c e )

Bill.

( R e f e r e n c e Cabinet 37 ( 3 9 ) Conclusion 1 3 )
Memorandum by the C h a n c e l l o r o f t h e Duchy
of Lancaster, covering draft B i l l .
H.A. 34 ( 3 9 ) - c i r c u l a t e d h e r e w i t h .
( b ) War Damage t o Land ("Scotland)

Bill.

( R e f e r e n c e Cabinet 29 ( 3 9 ) Conclusion 8 )
Memorandum by t h e S e c r e t a r y o f S t a t e f o r
Scotland, covering draft B i l l .
H.A. 35 ( 3 9 ) - c i r c u l a t e d h e r e w i t h .
(Signed)

E,E. BRIDGES

S e c r e t a r y t o the

Richmond T e r r a c e , S . W . 1 .
31st J u l y ,

1939,

Cabinet.
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ARRANGEMENTS
& RECESS^

t l i e

THE PRIME MINISTER said that the Meeting of

Cabinet on Wednesday, the 2nd August would he the

last Meeting of the Cabinet to be held before the
^Reference:

Recess unless some question arose which required a

ilXtili if Special
FRu-o&q) '3-

Meeting
w

a

s

v e r

y

difficult to give any definite

guidance as to the date when normal weekly Meetings
of the Cabinet would b e resumed after the Recess,
On the assumption, however, that matters continued
on a normal footing, he thought that it would be
necessary that the House of Commons should meet early
in October? either In the first or second week.

This

would necessitate normal weekly Meetings of the
f. -

Cabinet being resumed at some date in September,

He
i

would notify the Cabinet^of the precise date a s soon
-

as this was practicable

0

The Prime Minister said tha$-. if any untoward event
took place in the Recess, the Cabinet would, of course,
by summoned,

-In. ixny event he thought that it'might

be desirable that at some time during the Recess he
should ask those of his colleagues who were within
reach of London to attend a Conference of Ministers,
He would

not, however, propose to hold a Meeting of the

full Cabinet in the Recess unless some event of first
importance arose.
In discussion, the suggestion

that a Conference

of Ministers should be held during the Recess was welcomed,
This course would also, it was thought have a good effect
on public confidence.

The view was also expressed that

the demand that Parliament should meet from time to time
during August and September had very little support,
THE SECRETARY OP STATE FOR AIR undertook to
consider a suggestion that aircraft should be made

available

to b r i n g Cabinet M i n i s t e r s t o London from

the North o f England or S c o t l a n d i f

a Meeting

be summoned a t short n o t i c e .
The C a b i n e t t o o k n o t e o f t h e Prime
M i n i s t e r ' s statement.

should

2 j. s
2 . THE SECRETARY OP STATE POR FOREIGN AFFAIRS

THE INTERNATIONAL
SITUATION.

reported

Danzig.

which had reached him in regard to the German attitude

(Previous
Reference:
Cabinet 38
(39), Oon
clus ion 3 .)

as to Danzig.

certain information of a secret

character

This information confirmed the

Secretary of State in the view he had previously
expressed, that the right course was to show a firm
front and to work for a detente.
(Further details of the information
given are recorded in the Secretary's
Standard File of Cabinet Conclusions.)
THE SECRETARY OF STATE FOR DOMINION AFFAIRS
referred to a suggestion which had been made by some
of the Dominion High Commissioners in London that an
endeavour should be made, using Signor Mussolini as
an intermediary, to arrange a definite postponement
of any attempt to settle the Danzig issue.
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS said
that he had. thought over this matter and had discussed
it with the Prime Minister.

He had reached the

conclusion that to make such a move at the present
time would

convey the impression that we were in a

state of nervous apprehension as to Danzig and wanted.
Signor Mussolini to get us out of a difficulty.
The fact that M . Daladier's response had not been
very encouraging to the approach which Sir Eric
Phipps had made to him on the question of effecting
an improvement in Ita.li.an relations with France, was
another reason for not making a further approach to
Signor Mussolini at the present, time.
THE PRIME MINISTER said that he entirely agreed,
7

with the Foreign Secretary s view that an approach
on the lines indicated would be most undesirable at
the present time.

A

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
undertook to inform the High. Commissioners
for Australia and South Africa, who had raised the
matter, of the conclusion which had been reached in
regard to it.
The Cabinet took note of the statement
made by the Secretary of State for
Foreign Affairs.

-4

0

99 f

POLAND.
proposals for
a Cash Loan
to.

3.

THE CHANCELLOR OP THE EXCHEQUER said that

the Polish Government had brought to an end the
negotiations on this matter.

It had been made quite

clear to the representatives of the Polish Government
(Previous
Reference: Cabinet 58
(39), Con
elusion 4. )

that we and the French were prepared to give Poland
help, subject to certain conditions.

We were not

prepared, however, to give Poland gold which Poland
would store in vaults at Warsaw and make the basis
for further expansion of her paper currency.
The Chancellor said that, in an answer which he
had given to a Question in the House of Commons on
the previous day, he had referred to the offer to
the Polish Government of export credits to the amount
of £8 millions, and he had done his best to make the
reply in regard to the cash loan appear as innocuous
as possible.

A full statement of the facts would, of

course, be somewhat encouraging to Germany.
Reference was made to misleading statements which
had appeared in certain newspapers that morning
(the "Daily Telegraph" and the "News-Chronicle") to
the effect that this country had refused to make a
cash loan to Poland and had prevented Poland from
purchasing in other countries supplies which could
not be obtained in this country.

The Foreign

Secretary was invited to take such steps as were
possible to correct this misleading impression.
The view generally expressed was that it would have
to be made clear that the Polish Government had
insisted on certain stipulations which H.M. Government
had been unable to entertain.
THE SECTETARY OF STATE FOR FOREIGN AFFAIRS
explained that a telegram had already been despatched
to Warsaw to correct a misleading passage which .

had appeared in the Polish official statement
refusing a cash loan on the conditions offered by u s .
The Cabinet took note of these statements.

4.
ilitary
ission t o .
previous
References
Cabinet 37
(39), Con
clusion 2 . )

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS

s a i d t h a t he had had a l o n g t a l k w i t h General
which had l e f t him w i t h t h e i m p r e s s i o n t h a t

Ironside

the

P o l i s h Government would n o t r e s o r t t o m i l i t a r y
u n l e s s t h e r e was a d e f i n i t e m i l i t a r y
Poland by the German Army,

invasion o f

He thought t h a t

P o l i s h Government would d e a l w i t h i n c i d e n t s
Danzig by means o f p r o t e s t s .
o f the P o l e s was calm.

action

Generally,

the
in

the

attitude

Marshal S m i g l y - R y d z ,

howeveiv

appeared t o take the v i e w t h a t German a m b i t i o n s were
i n c o m p a t i b l e w i t h the e x i s t a n c e o f a P o l i s h
and that war was i n e v i t a b l e .

The Marshal d i d n o t ,

however, e x p e c t war i n August, and s a i d t h a t i f

war

d i d not b r e a k out i n August i t would not occur

until

January, when the ground would be
The Cabinet took n o t e o f

7 

s

State,

frozen.

this

statement.

5.

THE INTERNATIONAL
SITUATION.

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS

i

said that his colleagues would have seen the long

Russia

telegram from Sir William Seeds (No. 170 from Moscow)

(previous
Reference:
Cabinet 38 (39)
Conclusion 1. )

reporting his interview with M. Molotov on the
tirei

84*fch- July.

At this interview little had been said

about indirect aggression, but the Soviet Government
had been informed that we were prepared to accept
Article VI and to agree to simultaneous entry into
force of the political and military Agreements.

This

had given great satisfaction to M. Molotov who had
asked whether the military conversations could start
at once.

On this point, Sir William Seeds and the

French Ambassador had said they must obtain the
instructions of their Governments.
M* Molotov's attitude had been that if we
were prepared to agree that military

conversations

should start at once, he did not think that the
definition of "indirect aggression" in Article 1 or
the other outstanding points would give rise to
insuperable difficulties.
The Foreign Secretary said that he was now
in consultation with the French Government on the
proposal that we should embark on military
conversations with the Soviet Government as soon as
military representatives could be made available for
this purpose, and on the assumption that a
determined attempt would be made to conclude the
negotiations on the political agreement as soon as
possible.
The Foreign Secretary said that it seemed,
likely that willingness to start military
conversations was regarded by the Russians as a test
of our good faith.

He thought that the opening of 

these conversations would have a good effect on
world opinion, although he did not disguise his view
that the Conversations would take a very long time.
THE PRIME MINISTER invited attention to the
remark made hy the Turkish President to a Journalist
to the effect that negotiations with Russia would
continue to drag on until we made it clear that we
were prepared to face the risk of a breakdown
(Telegrain No. 203 from Alexandria. )
Discussion ensued on the difficulties of
carrying on military conversations with the Soviet
Government, more especially until a political pact
had been concluded.

It was pointed out that w e should

put ourselves in a very weak position if we gave
confidential information to the Soviet Government
before we had concluded any pact with them.

There

was general agreement with the view that our
representatives should be instructed to proceed very
slowly with the conversations until a political pact had
been concluded.

In particular, it would be desirable

that we should not allow Russia to start the
conversations by obtaining information as to our own
plans, but should rather endeavour to secure that the
Russians let our representatives know
could do to help e.g. Poland.

what they

It was desirable to

establish closer relations between Russia and Poland
and efforts in this direction, which would be very
valuable, would be likely to occupy some time.
THE M N I S T E R POR CO-ORDINATION OP DEFENCE
referred to the importance of representatives of
Turkey as well as Poland being brought into the military
conversations at some stage.

He mentioned the

possibility that Turkey might be able to move large

f o r c e s from t h e Caucasus t o her Western F r o n t i e r s .
He a g r e e d t h a t t h e r i g h t way o f

starting

the

m i l i t a r y c o n v e r s a t i o n s would he t o ask Russia
what a c t i o n she proposed t o take i f

war "broke o u t .

The C a b i n e t took n o t e o f t h e statement
made by t h e S e c r e t a r y o f S t a t e f o r
Foreign A f f a i r s .

yon
THE INTER
RATIONAL
*ITUATION

6

THE SECRETARY OF STATE FOR POREIGN AFFAIRS said

0

that the negotiations in Tokyo on the local Tientsin

(Contdo)

issues had started on Monday afternoon,,
The position
at Tientsin:
The Tokyo
negotiations.
(previous
Reference:
38(39), Conelusion 2 ) .

The Japanese

had formulated demands under three heads (Telegram No,
First, control of anti-Japanese
860 from Tokyo),
activities in the Concession; secondly, currency
questions;

thirdly, the proposal that we should hand

over the silver in the Concessions in Pekin and Tientsin.
F.R.A- (^)^'7-These

demands, which probably represented all that the

0

Japanese hoped to obtain, were in accordance with the
general expectation.-,

Every endeavour would of course

be made to assist Sir Robert Craigie In securing a
reduction of the Japanese demands.

A fact-finding

Sub-Committee, representing both the British and
Japanese Delegations, h a d been appointed (a) to reach
agreement as to what was the existing procedure in the
Tientsin Concession for handing over criminals for trial,
etc.,

(b) to reduce t o writing the modifications of that

procedure which the Japanese desired t o see introduced,
(Telegram No. 861 from Tokyo).
The Foreign Secretary said that he would not
conceal from his colleagues that the negotiations would
b e very difficult, particularly in regard to currency
matters.

There was no doubt that on the currency

issues the United States ought to help u s .
a

In reply to

request from the State Department at Washington we

had explained our point of view to them, but it was
clear that the United States Government did not wish to
be directly associated with us in the negotiations and
that their attitude was not likely to be very helpful,

1

Continuing, the Foreign Secretary said that the
reception in China of the formula on general terms
which had been agreed upon in Tokyo had been unfavourable,
as had been expected.

The Chinese Ambassador, who had

been to see him, had expressed himself as greatly
apprehensive.

H e , (the Foreign Secretary), had

replied that he was not surprised at the attitude of
the Chinese Ambassador since it was part of the Japanese
plan to make it appear that we were betraying China.
He had urged Mr. Quo not to play the Japanese game.
The telegrams from Shanghai, and from Chungking
reporting Chiang Kai Chek's attitude, had also been in
much the same vein.

A message had been sent with the

object of reassuring Marshal Chiang Kai Chek as far as
this was possible.
The Foreign Secretary said that he was satisfied
that the right course was to hold our position in the
Far East and to take whatever action was possible to
extricate ourselves from a difficult position.

He had

had some discussion on the previous day with the
Japanese Ambassador, who had expressed the view that
Mr. Arita was experiencing great difficulties, but was
finding his way round them.

The Foreign Secretary had

told the Japanese Ambassador, who had been very friendly,
that, provided the Japanese Government did not press
impossible demands upon u s , he hoped that means could
be found for reducing the tension.
Reference was made by the MINISTER OF TRANSPORT
to Sir Robert Craigie's telegram of the 20th July
(No. 821 from Tokyo) in which he had proposed the
introduction of legislation permitting restrictions on
imports from Japan.

9 9Q
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THE FOREIGN SECRETARY said that it was, of
course, possible that the mere introduction of legis
lation might have a good effect.

If this did not

prove to be the case, however, we should then b e
exposed to strong pressure to make use of it;

and it

was essential to consider where such action would lead
us.

He pointed out further that at an earlier stage,

Sir Robert Craigie had not been in favour of economic
retaliation unless the United States Government were
prepared to co-operate with u s , and unless we were
prepared to use force.
THE PRESIDENT OF THE BOARD OF TRADE added that
the general lines of the legislation which would be
needed if it were decided to adopt the policy of
retaliation, had been settled and that as a precautionary
measure, steps were being taken to have a Bill drafted.
The Cabinet took note of the statement by
the Secretary of State for Foreign Affairs.

INTERNATIONAL
SITUATION ( O o n f d )

7.

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS

said that the Egyptian Prime Minister had
expressed great pleasure at the proposed
Egypt'
(previous
Reference:
Cabinet 37 (39)
Conclusion 6.)

reinforcements from India, and was greatly
reassured as to the position.
THE CHANCELLOR OF THE EXCHEQUER and
THE SECRETARY OF STATE FOR AIR hoped that this
opportunity would not he lost of securing that
Egypt fulfilled her obligations i n regard t o the
provision of barrack accommodation for our
troops.
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS
said that the Egyptian Prime Minister was in bad
health and was not likely to continue much
longer in office.
The Cabinet took note of the statement
by the Secretary of State for
Foreign Affairs.

8.
SITUATION ( C o n f d )

THE SECRETARY OF STATE FOR FOREIGN AFFAIRS
7i**** "fitk^
W
sC&tU w?'/^
referred to a recent 41o spa toJwffgwws Sir Maurice
ctmy%*$&

1

Peterson, who had expressed the view that the
Spain.
(previous
Reference:
Cabinet 33 (39)
Conclusion 6.)

position as regards Spain was by no means
unfavourable from the point of view of the
international situation.

The Italians and Germans

were by no means popular.

The Spanish people

were friendly to u s , though our relations with
them suffered in some measure from their
irritation at the attitude adopted, by France.
The internal position of Spain was somewhat
chaotic, and the view was held that it was most
unlikely that Spain would become involved in war
again for a very long time.
THE CABINET took note of. this statement.
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INTERNATIONAL
*gITUATION( cont' d. )

9.

K)

THE SECRETARY OP STATE FOR SCOTLAND

pointed out that in recent weeks the London, Press
Attitude of
the Press.
(Previous
Reference:
Cabinet 20 (39)
Conclusion 1 )

had indulged in a number of stunts in connection
with the international situation.

There had been

posters to the effect that there would be
peace during August because Germany willed it.
On the previous day there had been a sensational
story that Hitler was ill.

The effect of

these announcements must be to make Germany
think that we were in a state of nervous
apprehension.

German air manoeuvres were

to take place in North-West Germany and if
these were written up it might result in
increasing the tension.
THE SECRETARY OP STATE POR FOREIGN
AFFAIRS said he thought the newspaper
proprietors were open to persuasion on
individual questions.

He instanced a series

of articles on the Secret Service written for
the Evening Standard which were filled with
undesirable matter, and which he had hopes
would not appear as a result of representations
which he had made.

He thought, however, that

it would be more difficult to deal with the
general tendency for newspapers to be inflamatory.
While emphasizing the difficulty of taking
effective action, the Foreign Secretary
undertook to consider whether any action
was possible in the matter.
The Cabinet took note of these statements.

\

10.

In reply to

a

question, THE SECRETARY OF

SITUATION (Contd.)
:

STATE :'0R FOREIGN AFFAIRS said that the political
Turkey.
(Previous
References
Cabinet 38(39)
Conclusion 7 .

discussions with Turkey were proceeding and that
the Foreign Office took a hopeful view of their
outcome.

He thought, however, that considerable

difficulty would he experienced in dealing with
the negotiations on financial subjects.
THE PRESIDENT OF THE BOARD OP TRADE said
that if a limited sum of money could be made
available to cushion the compensation scheme,
definite advantages would accrue to us from the
commercial point of view.
THE SECRETARY 03?' STATE FOR FOREIGN AFFAIRS
said that he hoped that when this matter came to
be considered it would be borne in mind that Turkey
was a "key" Power and that it was essential to retain
her friendship.
THE CABINET took note of this statement.
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11.
^Defense

of.

ablnet 34 ( 3 9 )
onolusion 3 . )

THE SECRETARY OF STA E FOR IHDIA reminded

h i s c o l l e a g u e s t h a t a t the meeting o f the Cabinet
r e f e r r e d t o i n t h e m a r g i n , i t had been a g r e e d

that,

w h i l e the C h a t f i e l d R e p o r t and the d e c i s i o n s

reached

upon i t should n o t be p u b l i s h e d as a w h o l e , i t would
be necessary t o p u b l i s h a c a r e f u l l y - w o r d e d

despatch

from h i m s e l f t o the V i c e r o y , which would c o n t a i n as
much o f the C h a t f i e l d R e p o r t as i t was d e c i d e d should
b e made p u b l i c .

S i n c e t h i s procedure had been a g r e e d

upon, circumstances had a r i s e n which made i t

desirable

t h a t t h i s despatch should b e p u b l i s h e d as soon as
possible.

A t t h e meeting o f the Committee

I m p e r i a l Defence h e l d on 21st J u l y ( C . I . D .
M e e t i n g ) i t had been d e c i d e d t h a t f o r c e

of
367th

"Heron"

should be sent from I n d i a t o Egypt and f o r c e "Emu"
and two bomber squadrons from I n d i a t o S i n g a p o r e .
The o r d e r s f o r t h e move o f

the f i r s t - n a m e d

force

had been i s s u e d and t r o o p movements were t a k i n g p l a e e
In India.

These troop movements were a l r e a d y

g i v i n g r i s e t o s p e c u l a t i o n i n the P r e s s , where t h e y
had been l i n k e d up w i t h t h e Report o f Lord

Chatfield s
1

Committee.
The S e c r e t a r y o f S t a t e s a i d t h a t a despatch
had been d r a f t e d and s e n t t o the Treasury who, he
g a t h e r e d , concurred g e n e r a l l y i n i t s terms,

subject

p o s s i b l y t o minor d r a f t i n g amendments, and i t

would

b e sent t h a t day t o the V i c e r o y by a i r m a i l .

As,

however, the Government o f I n d i a as a whole had n o t
y e t seen t h e C h a t f i e l d R e p o r t ,

i t was c l e a r

that

some days must b e a l l o w e d f o r c o n s i d e r a t i o n o f
matter,

the

and he thought that the e a r l i e s t date on

which the despatch could "be published would be^ the
10th August.
Another reason why it was desirable that the
despatch to the Viceroy on the Chatfield Report
should b e published was that it was contemplated
under the proposals in the Chatfield Report that if
the forces held in India for her external defence were
used outside India in an emergency affecting India's
external security, their ordinary maintenance charges
should be borne by India, the apportionment of the
extra charges between Imperial and Indian funds being
agreed by the two Governments at the time.

It was

desirable that this recommendation should be made
known in India, since otherwise it would b e claimed
that Indian troops were being used for the Imperial
purposes of His Majesty's Government.

It would be

seen, when the draft despatch was published, that India
had received valuable consideration for the adoption
of this proposal in the shape of the increase in the
Garran Grant and in the assistance to be afforded from
the British Exchequer towards the capital cost of
re-organising and modernising the forces in India.
For these reasons the Secretary of State for
India thought it desirable that the draft despatch
to the Viceroy should b e published as soon as possible.
This course was agreed to.
THE SECRETARY OP STATE FOR INDIA then referred
to the conclusion reached at the Meeting of the Committee
of Imperial Defence on the 21st July, namely, that
the date of the despatch of force "Emu" and the two
bomber squadrons from India to Singapore should be

.

left open pending the agreement of the. Government of India
as to the principles which should govern the cost of
Indian troops when employed"outside India in defence of
India's external commitments. He thought that, if there was
a real militaryinecessity for this move, he should be,,
authorised to arrange for this brigade and the two bomber
squadrons to leave at once,

Otherwise it would not be

possible for them to leave until the middle ^o,f August,, i n
which event they would not reach Singapore until the ^ g i n n i n g
of September.

He felt no doubt that the Government of

India would accept the principle set out in the Chatfleld
Report, to which he had already referred, that the normal
cost of these troops should be charged against Indian
revenues.

He pointed out that Defence was a reserved

subject and that, if need b e , steps could be taken to
ensure that this recommendation went through.
In the light of this explanation, it was agreed,
after some further discussion, that immediate orders should
be issued for the despatch of force "Emu" and two bomber
squadrons from India to Singapore.
The Cabinet agreed:
(l)

To authorise the Secretary of State for
India to publish a despatch from himself
to the Viceroy containing as much of the
Chatfield Report,and the decisions of the
Government thereon, as it was desired
should b e made public:

(2)

That, having regard to the assurance given
by the Secretary of State for India that
the Government of India would be prepared
to accept as a charge against the Indian
revenues the normal cost of the forces to
be despatched to Singapore (the apportionment
of the extra charges being aLmatter for agreement
between the two Governments), orders should
be issued forthwith for the despatch of force
"Emu" and two bomber squadrons from India
to Singapore.

COORDINATION
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12.

The Cabinet had before them a Memorandum by

'DEFENCE

ROGSAMHES:;

the Prime Minister ( C P . - 1 6 6 (39)) in which attention

previous
eference:
abinet 36
39), Con
lusion 2),

was drawn to the frequent submissions made, during the
preceding months, by the Defence Departments to the
Treasury and the Cabinet for large and costly
additions to the programmes previously authorised.
It was clearly undesirable, from the financial point
of view, that the Chancellor of the Exchequer should
be called upon to consider large demands from one
Service without knowledge that other large demands
might before long be submitted to him by other
Services.

The need for considering the Defence

Programmes as a whole was reinforced, moreover, if
the matter were considered from the point of view of
availability of labour supply and of industrial
resources, por example, unless the Government were in
a position to envisage the situation as a whole from
the point of view of demands on labour and manufacturing
resources, there was grave risk that any increases or
extensions of existing programmes which might hereafter
be sanctioned would result in delaying progress on
projects previously authorised.
To meet this situation, the Prime Minister
proposed that, if any of the Defence Departments, or
the Lord Privy Seal's Office, made new proposals
involving heavy demands on labour, manufacturing
capacity or finance, over and above the demands
necessitated by the programmes already authorised,
those proposals should be considered by a Ministerial

Committee

s

composed, as follows:

The Prime Minister (Chairman),
The Minister for Co-ordination of Defence
(Deputy Chairman),
The Chancellor of the Exchequer,
The three Service Ministers,
The Minister of Supply,
The Lord Privy Seal, and
The Chancellor of the Duchy of Lancaster
(other Ministers being co-opted as
necessary).
The first task of this Committee would be to satisfy
themselves whether any substantial demands likely to
be submitted in the near future by any of the Service
Departments or for Civil Defence, involved calls on
labour and manufacturing capacity beyond the resources
which could be made available fon the Defence Services
or for Civil Defence,

In order to enable the

Ministerial Committee to obtain the necessary
information for this purpose, the Prime Minister
proposed that an Inter-Departmental Committee should
be appointed, under the Chairmanship of the Chancellor
of the Duchy of Lancaster, comprising official
representatives of:The
The
The
The
The
The
The

Admiralty,
Air Ministry,
War Office,
Ministry of Supply,
Lord privy Seal s Office,
Board of Trade,
Ministry of Labour,
f

The Treasury,,
When the Ministerial Committee had received the Report
of the Inter-Departmental Committee and had ascertained
whether the programmes proposed were within the
available production and labour resources, it would be
necessary for it to consider the wider issues, namely,
how the programmes which came before them should be

fitted into the "balanced scheme of Defence, covering
the whole range of our defence preparations, and taking
into account our strategical needs and our financial
strength.

Following the precedent of ordinary

Meetings of the Committee of Imperial Defence, the
Prime Minister proposed that the Minister for Co
ordination of Defence should preside at Meetings
of the Committee when questions affecting labour
supply and industrial capacity were under investigation,
while the Prime Minister would preside when the wider
issues were under discussion,,

The proposals in the

Prime Minister's Memorandum were intended to be
limited in the first instance to the needs of the
immediate situation, namely, proposals for n e w
projects or additional acceleration which might be
made before the following March.
THE PRIME MINISTER explained that this matter
had arisen out of a discussion on certain Admiralty
proposals at the Committee of Imperial Defence.

He

understood that certain proposals might shortly be coming
forward from the Air Ministry which might make considerable
demands on our productive resources.

He thought these

should be dealt with by the proposed Ministerial Committee.
The Prime Minister explained that it would be
important that the Minister of Labour and the President
of the Board of Trade should be able to assist the
Committee.

Again, the Foreign Secretary, while no doubt

he could not spare the time to be a member of the Committee,
might wish to attend on occasions.

It was with these

considerations in mind that he (the Prime Minister) had
proposed that there should be a power of co-opting other
Ministers as necessary.

THE MINISTER FOR CO-ORDINATION OP DEFENCE
said that in the preceding months three major defence
problems had arisen, namely - (l) the extra
requirements for the Army which had been dealt with by
a Committee with the Prime Minister in the Chair;
(2) certain extra requirements for the Air Ministry
which had been dealt with by the Secretary of State
direct with the Chancellor of the Exchequer:

(3) various

proposals from the Admiralty which had been considered
quite recently.

He strongly favoured consideration of

such additions to the programmes by the method proposed.
THE SECRETARY OF STATE FOR AIR ashed how the
proposed Committee would affect the working of the
Committee of Imperial Defence.
THE PRIME MINISTER pointed out that the
Minister for Co-ordination of Defence, the three
Service Ministers and the Minister of Supply would be
represented on the Committee and it would be possible
to obtain the views of the three Chiefs of Staff on any
strategic issues, if this were desired.
THE SECRETARY OF STATE FOR WAR said that he
assumed that the phrases in the Memorandum which
referred to the availability of labour supply and of
industrial resources envisaged that it might be
necessary to consider priorities not merely between
the needs of the Service Departments themselves but
also between those needs and the needs of civilian
industry.

It might well be that certain articles were

being made for civil consumption which should not be
made at the present time.
THE PRIME MINISTER agreed that it would be
necessary to consider the productive capacity of the
country as a whole and to what extent new needs could be
made by encroaching on civil work.

THE MINISTER OP SUPPLY agreed with, the
proposals which he thought would r,E et an important
requirement. .
Some discussion ensued as to the Departments
which should he represented on the Inter-departmental
Committee suggested in paragraph 4 of the Memorandum.
THE MINISTER OP AGRICULTURE AND FISHERIES
expressed the wish that his Department should he
represented.

He was anxious to ensure that

agricultural needs were sufficiently taken into account
in the siting of defence works or new factories.
It was explained that this Committee would he
mainly concerned with new programmes rather than any
particular sites, hut it would be for the Committee
itself to determine whether a particular problem
should be dealt with in general terms or by relation
to the proposed siting of any particular factory or
defence establishment.
In the course of discussion, it was suggested
that the Ministry of Health and the Scottish Office
should also be represented.

It was finally agreed that

the best way for dealing with this matter would be that
the Chairman of the Committee should have the option to
co-opt the representatives of other Departments

as and

when necessary.
The Cabinet approved the proposals set out
in the Prime Minister's Memorandum
( C P . 166 (39)) for the establishment of a
Ministerial Committee (to be assisted by a
Departmental Committee) to deal with the
co-ordination of defence programmes, subject
to the modification that the Chairman of the
Inter-departmental Committee should have the
right to co^-opt representatives of other
Departments as and when necessary.
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- The Cabinet had under consideration the Report

(C .P.-160 ( 39)) of the Cabinet Committee appointed at
the Meeting noted in the margin to examine the detailed

ittee.

arrangements for giving effect to the decision reached

vious
erence:
inet 36
), Con
sion 1.)

by the Cabinet on the 17th May, 1939, (Cabinet 28 ( 3 9 ) ,
Conclusion 8 ) , that Defence Regulations should be held
ready for issue before an actual outbreak of war, if
necessary in advance of the passing of the Emergency
Powers (Defence) Billo

At the end of their Report the

Committee (which had examined this matter with the
assistance of the War Legislation Sub-Committee of the
Committee of Imperial Defence) summarised their recommenda
tions as follows:
" (a) The enabling legislation providing statutory
Authority for the Defence Regulations should
b e in the form of the Ernergency Powers
(Defence) Bill attached as Appendix I to the
Report, which should be introduced at the same
time a s , or as soon as possible after, the
first issue of Defence Regulations.
(b) The Defence Regulations should be held in
readiness in four codes:
(1) Code A , for issue at the onset of an
emergency;
(2) Code B, for issue as a supplement to
after the outbreak of hostilities;
Code
(3) Code A B , for- issue after the outbreak of
hostilities if Code A had not already
been issued; and
(4) The Defence (Finance) Regulations, to be
issued either before or after the
outbreak of hostilities, at the moment
when financial polic3 required it.
r

(c) The times for the issue of the various Codes
of Regulations, and for the introduction into
Parliament of the Emergency Powers (Defence)
Bill, should be matters for Cabinet decision
when an emergency threatened; Code A might
b e required at the stage when evacuation of
the civil population was ordered, or at the
stage when the anti-aircraft defences were
fully manned.

(d) On the assumption that the above recommenda
tions were accepted, provision should b e
made in the Government War Book"for
putting them into effect.
(e) The numbering of the Regulations should b e
stereotyped for some time to comej if a
Regulation became unnecessary, a gap
should be left in the numbering and an
indication given that the Regulation had
been cancelled.
In the course of explaining the main points of
the Report, THE HOME SECRETARY referred to the
important suggestion made by the Lord Chancellor
at the Meeting of the Cabinet on the 17th May
(Cabinet 28 ( 3 9 ) , Conclusion 8) that a one-clause
Bill should be passed in peace time conferring on
The King the prerogative right by Order in Council
to take such steps as might b e necessary for the
safety of the Realm if the risk of immediate
hostilities was imminent.,

The conclusion reached

had been that the objections to a short Bill, on
the lines proposed, were even greater than the
objections to the introduction in peace time of a
long Bill.

Briefly, the short Bill would be open

to the same objections as a long Bill from the point
of view of public opinion, but it would not contain
the detailed safeguards which would be set out in
the long Bill.

In any event, at the present

juncture

Parliamentary time was not available to introduce a
Bill on the lines proposed, and for the present, at
any rate, he thought it was essential to act on
the basis set out in the Report of the Cabinet
Committee.
The Committee had also reached the conclusion
that it was better that the Regulations should be
made by Order in Council, which would, be validated
subsequently by the Emergency Powers (Defence) Act,

rather than that the Departments should take action
without cover of any kind.
THE LORD CHANCELLOR said that the Cabinet would
appreciate that, as a Lord Chancellor and as a Judge,
he could not approve

a procedure which was wholly illegal.

He thought that only the most absolute neaessity could excuse
The King being advised"to approve Orders in Council vfaLch were
ultra vires . While certain circumstances might
exeuse wholly illegal acts, they did not, in his view,
justify them.
The Lord Chancellor added that he could not
agree that the short Bill,which he had himself drafted,
was open to the objections which had been urged
against it.

He thought that it was a real defect in our

constitution that if Parliament was ad journed or prorogued
or if a dissolution had. taken place, there was no statutory
authority enabling steps to be taken for the protection cf the
Realm in the event of an emergency.

While he agreed

that, for the time being, the course proposed, was the
only, one open to the Government, he hoped that after
the Recess further consideration would be given to
remedying this serious defect incur-cer^ituttanalprocedure.
THE SECRETARY OP STATE FOR DOMINION AFFAIRS
said, that, while he had not had. the benefit of seeing
the Bill drafted by the Lord Chancellor, he had always
been one of those who had taken the view that it
would be desirable to pass the Emergency Powers
(Defence) Bill before an emergency took place.

He

was in favour, therefore, o^ conferring upon the Executive
In

peac e time,

powers to deal with the situa

tion which would, arise in an emergency, and he thought
that public opinion would now be ready to accept this
step.

THE SECRETARY OP STATE FOR HOME AFFAIRS doubted
whether Parliament would view the matter In this light.
He thought that the debate that afternoon on the
Prevention of Violence ( Temporary Pro vis i-o-ns.) -Bill
might throw some light on this matter.
THE SECRETARY'OP STATE FOR AIR said, that he
thought grave difficulty would he experienced in regard
to the Defence Regulations which related to the
Press, if the Emergency Powers (Defence) Bill was
to be passed in time of peace.

He also reminded

his colleagues that if an attempt were made to pass
17

the ill into law in time of peace, there was the
risk that the powers asked for might be made subject
to conditions or stipulations which would hamper the
authorities .
THE CHANCELLOR OF ^ E EXCHEQUER agreed that
the Report of the Cabinet Committee should be approves
as the procedure to ^e adopted in the event of an
emergency taking place in the near future.

For his

part, he thought he would prefer to risk the possibility
that it might ^e necessary to make Orders in Council
in advance of the passing of the Emergency Powers
(Def enee) Bill, rather than to attempt to confer upon
the Executive in time of peaee the tremendous powers
which that Bill contained..
The Chancellor of the Exchequer also said, that
a financial crisis might arise in advance of the
outbreak o* hostilities, and that immediate action
might be necessary.
should

He therefore asked that he

be authorised to arrange for the issue, under

the authority of an Order in Council of the Financial
Regulations after consultation with the Prime Minister
and without-obtaining the prior sanction of the Cabinet.
This course was agreed to.

The C a b i n e t a g r e e d

—

To approve the Report o f the Cabinet
Committee on t h e Defence B i l l and
R e g u l a t i o n s , as summarised a b o v e ,
s u b j e c t t o the f o l l o w i n g p o i n t s : 
(a)
That i f a s i t u a t i o n o f g r e a t urgency
a r o s e , t h e C h a n c e l l o r o f the Exchequer
should be a u t h o r i s e d to arrange f o r the
i s s u e under the a u t h o r i t y o f an Order i n
Council o f t h e Defence ( F i n a n c e ) R e g u l a t i o n s ,
a f t e r c o n s u l t a t i o n w i t h the Prime M i n i s t e r
but w i t h o u t r e f e r e n c e t o t h e Cabinet.
(b)
That the adoption o f t h i s r ecommendatior.
should n o t p r e j u d i c e f u r t h e r c o n s i d e r a t i o n
a f t e r the Recess o f the L o r d C h a n c e l l o r ' s
s u g g e s t i o n t h a t a B i l l should b e p a s s e d , i n
Gime o f p e a c e , t o enable the Government o f
the day t o make Orders f o r the s a f e t y o f
t h e Realm i n the e v e n t o f P a r l i a m e n t a t
the time b e i n g a d j o u r n e d , prorogued or
dissolved.

14.

The Cabinet had before them a Memorandum by

the Minister for Co-ordination of Defence (C.P.-165
(39)) in which he stated that, in conjunction with
the Minister of Supply and the Chancellor of the
Duchy of Lancaster, he had had under review the
extent of the Government Reserves of Pood and Raw
Materials, particularly with reference to the
representations on this subject received from Sir
Arthur Salter, M.P. and Mr. L.S. Amery, M.P.,
and the Bulletin recently published by the Air Raid
Defence League entitled "Pood in War Time".

The

proposals put forward from these and other quarters
were, in effect, that the Government should at once
bring to this country the maximum quantity, for which
shipping space could be found, of those foodstuffs
and raw materials which would be required in time
of war. partly with a view to adding to our war
reserves, but also with the object of saving shipping
tonnage once hostilities had begun.

After describing

the policy hitherto followed, the Memorandum stated
that in their review of the size of the Government
reserves,the Ministers had considered to what extent
they might wisely be increased so as to save shipping
tonnage on the outbreak of hostilities.

The scope

of their review had been restricted to a short-range
policy, i*e., to what extent additional reserves of
raw materials and food, over and above those already
authorised, could be purchased by the Ministry of
Supply and the Pood (Defence Plans) Department
respectively, to arrive in this country not later
than the 15th October next;

but they considered

that a careful review of our long-range storage
policy should be made in the coming Autumn.

The Ministers summarised the result of their
examination in two Annexes attached to the
Memorandum.

Annex I contained a list of raw

materials for which storage accommodation might
be found, and of which additional Government
reserves above those already authorised might
be purchased without reduction of commercial
stocks or undue interference with normal supplies.
Annex II comprised a list of foodstuffs for which
storage accommodation could be found in the United
Kingdom, and of which Government reserves, over and
above those already authorised, could be purchased
without reduction of commercial stocks.

The

Ministers considered that there was a good case for
obtaining the additional reserves set out in these
annexes.

They accordingly recommended

—

"(i) That approval should be given to the
immediate purchase of the supplies shown
in the Annexes to their Memorandum (or
so much of them as the Departments
concerned could, after further enquiries,
arrange to be delivered to this country
at a date not materially later than 15th
October n e x t ) , the total cost not to
exceed for raw materials £15 millions,
and for food supplies £5 millions;
(ii)

That the Committee of Imperial Defence
should arrange for a further review to
be made of our long-term storage policy
for both food supplies and raw materials
in the early Autumn."

I n the course of an Introductory statement,
THE MINISTER FOR CO-ORDINATION OF DEFENCE
explained the main points in his Memorandum.
He said that the Chancellor of the Duchy of
Lancaster now had more up-to-date information in
regard to the sugar position.

The proposals set

out in his Memorandum represented what could he
done on a short range policy.

These proposals

did not constitute a final programme hut, if the
Cabinet approved them in principle, it would then
be necessary for items to be discussed with the
Departments concerned, including the Treasury.
THE LORD PRESIDENT OF THE COUNCIL said that
if the purchases were to be made, they should be made
as quickly as possible as the markets were now
favourable.

He had been informed that a proportion

of the food now in storage in old warehouses,
particularly at Bristol, was deteriorating rapidly
owing to infection b y pests.

He asked that the

fullest use should be made of- the scientists who
were now studying these pests.
THE CHANCELLOR OF THE DUCHY OF LANCASTER
said that the wheat which was exposed to infection
by pests was that which had been bought from Roumania
on grounds of high policy.

Broadly, our wheat reserves

in this country were being turned over with very little
loss owing to deterioration, although it was true
that there had been some loss in the Bristol warehouses.

L
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THE MINISTER FOR AGRICULTURE AND FISHERIES
stressed the importance of interdepartmental dis
cussions before the purchases were decided upon.
For example, the proposed purchases of frozen meat
would have to be very carefully arranged if they
were not to have a disastrous affect on the market
when the stocks came to be turned over.

He also

urged that further consideration should be given to
increasing reserves of normal animal feeding stuffs,
especially those which would keep the dairy industry
going in time of war.
' THE PRESIDENT OF THE BOARD OF TRADE, while
in general agreement with the proposals in the
Memorandum, thought that interdepartmental

discussion

would be necessary on a number of individual items.
He questioned the inclusion of butter among the
commodities to be bought for reserve, on the grounds
that butter would be a luxury in time of war and
that its transport occupied very little tonnage.
Surely it would be better to concentrate on purchases
of commodities which would last longer and which
occupied more tonnage.

There was also the danger

that by buying reserves quickly, the Government would
be competing with the normal importers and buying
stocks which would otherwise be imported in the normal
course of trade.
THE MINISTER OF SUPPLY said all these points
had been in the mind of those who had framed the
Memorandum.

He hoped that the proposals would r e 

ceive general approval.

He thought that it was

'ij

impossible to j u s t i f y

JL

a p o s i t i o n i n which t h e r e

was empty s t o r a g e i n t h i s country at a time o f
international

tensions

THE CHANCELLOR CP THE DUCHY OP LANCASTER
s a i d t h a t the c o n s e r v a t i o n o f s h i p p i n g
had been one o f

space

the most important f a c t o r s

i n t o account i n framing the p r o p o s a l s .
t h e Memorandum had been d r a f t e d ,

the

i n r e g a r d t o sugar had been f u r t h e r

Since

position
investigated.

I t was now found t h a t i t would be p o s s i b l e
purchase 100,000 tons o f raw sugar f o r
i n September and O c t o b e r .

taken

to

delivery

T h i s s t o c k would be

p l a c e d t e m p o r a r i l y i n warehouses owned by T a t e
and L y l e and t h e B r i t i s h Sugar C o r p o r a t i o n .
I t was t r u e t h a t most o f

t h i s s t o c k would come

from Cuba and J a v a , b u t , w h i l e t h i s was not
from t h e exchange p o i n t o f v i e w , t h e

attractive

transaction

would only r e p r e s e n t an a n t i c i p a t i o n o f

purchases

from t h e s e c o u n t r i e s s i n c e T a t e and L y l e would b e
a b l e t o take o v e r the s t o c k s e a r l y i n 1941
and r e p l a c e them by purchases from Empire c o u n t r i e s .
The q u e s t i o n whether sugar c o u l d n o t be
purchased from M a u r i t i u s was r a i s e d and t h e
CHANCELLOR OP THE DUCHY OP LANCASTER undertook
to investigate this

point.

THE MINISTER OP HEALTH s t r e s s e d t h e i m p o r t a n c e ,
from the h e a l t h p o i n t o f v i e w , of r e s e r v e s o f animal .
f e e d i n g s t u f f s , which would safeguard our m i l k s u p p l i e s .

THE CHANCELLOR OP THE DUCHY O P LANCASTER
explained that the difficulty was that there was
insufficient storage capacity in this country at the
present time for animal feeding stuffs.

He undertook

to consider a suggestion that empty cotton mills
might be used for storage.
THE SECRETARY OP STATS POR FOREIGN AFFAIRS
hoped that when these purchases were considered in
detail, regard would be paid to the claims of
countries in South East Europe which were politically
of great importance to u s .
THE CHANCELLOR OF THE EXCHEQUER said that he
thought it would be generally agreed that the details
in regard to the proposed purchases could not be
settled in Cabinet.

He was prepared to agree that

general approval should be given to the proposal that
the reserves of raw materials and food supplies in this
country should be increased, on the lines which had
been indicated, subject to each case being examined on
its merits by the Departments concerned, including
the Treasury.

In particular, the proposal to

purchase large quantities of sugar $vhich he agreed
should be included among the purchases which should be
examined by Departments) would require special
investigation.

Another important point was whether

the proposed purchases would involve a strain on the
dollar exchange.

He instanced the proposed

purchases of lard from the United States.
The Cabinet agreed To approve in principle the proposal
that immediate purchases of supplies
of raw materials and food stuffs
should be made on the general lines
indicated in Annex I and Annex II to
the Memorandum appended to C P . 165
(39) subject to the conditions 

(i) That the total cost should not
exceed in the case of raw
materials £15 million, and in the
case of food supplies £5 million.
(ii) That the details of each of the
proposed purohases should he the
subject of consideration by the
Departments concerned,including
the Treasury.
(iii) That the Committee of Imperial Defence
should arrange for a further
review to be made of our long
term storage policy for both food
supplies and raw materials, in the
early autumn.
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The Cabinet had under consideration a Note

by the Prime Minister ( C P . - 1 6 1 (3b)) regarding the Report
of the Depressed Areas Committee.

In the previous

November, the Committee had decided that, an an interim
previous
Heference:
measure, the Special Areas Acts should be continued for
Cabinet 60
(38), Con
clusion 15 ) another year by means of the Expiring Laws Continuance
Bill, and that something should be done to meet the
claim that the Government ought no longer to confine
assistance to the Special Areas as scheduled in the 1934
Special Areas A c t , but should assist the development of
new industries in areas of heavy unemployment, whether
in or outside the technical Special Areas.
One of the methods which had proved of greatest
value in the development of industry in Special Areas had
been the provision of loan facilities for the establishment
of new industries, and the Committee had accordingly
decided that it would be desirable to introduce legislation
to provide such facilities in areas of heavy unemployment, to
he defined not by a geographical schedule but by a series
of conditions.

It had hardly seemed necessary to report

this decision to the Cabinet, but action had been taken
to include the Special Areas Acts for one year in the
Expiring Laws Continuance Bill, and the Minister of
Labour had announced the G o v e r n m e n t s intention to
introduce legislation at an early date to provide loan
facilities.

On the 11th July the Chancellor of the

Exchequer had announced that the Bill was in course of
preparation, that he hoped it might be possible to
introduce it before the House rose for the Summer Recess,
and that, if there was general agreement, it might toe
possible to carry the measure before the end of the
Session.

cs

V

iiince the Cabinet Committee had considered the
matter, however,, the unemployment position had undergone
a complete change, and if the matter were to be considered
now entirely on its merits, without regard to past pledges,
it was doubtful whether such legislation would be justified.
In view, however, of the pledges given, it was clear that
the Bill should be introduced at the earliest possible
date.

The Cabinet Committee had not had time to meet and

consider the actual terms of the Bill, but it had approved
the Joint proposals by the Minister of Labour and the
Secretary of State for Scotland on which the Bill was
founded.

The main provisions of the Bill (of which a copy

was attached to the Prime Minister's Note) were as follows:
(i) The Treasury to be empowered up to March
1942 to agree to make loans to new undertakings
to be established in areas of heavy unemployment.
The total sum to be available was not specified,
but there was to be a limit of £200,000 for any
one loan.
(ii) Loans were only to be made for industries
established in areas of heavy unemployment
which were defined in 01;use 1 of the Bill.
It would be noted that th^ Bill deliberately
made no reference at all to the Special Areas,
nor would the definition of "areas" include large
cities such as Glasgow or Liverpool.
(iii) In order that the Government may be assured that
applications had local support and were not
likely to conflict with existing industries in
the areas, it was provided .that the initiative
should rest with a Local Development Council
which would be required to introduce the industry
to a small Advisory Committee, appointed by the
Treasury; if it thought the application merited
consideration, the Committee would ascertain
from the Ministry of Labour whether the area
proposed fell within the definition of an area
of heavy unemployment in the Bill. If so, the
Advisory Committee would examine the merits of
the application from an industrial and financial
standpoint. The Treasury would not be empowered
to make any loan except upon the advice of this
Committee.
The Prime Minister accordingly recommended that 

(i) subject to consideration and approval by the
Committee of Home Affairs, the Bill should
be introduced before the House rose for the
Summer Recess:
(ii) the Government should attempt to get the Bill
passed during the current Session.
After a short discussion the Cabinet agreed:That the proposed Bill be introduced
in the House of Commons 
(i) before the Summer Recess;
(ii) without further reference to the Cabinet,
subject, however, to the approval of the
Home Affairs Committee.

- 40 

hi

16.

o

i

The Cabinet had before them a Memorandum

by the Chancellor of the Exchequer ( C P . - 1 6 4 (39))
regarding the Claim for Spinsters' Pensions, in which
it was recalled that, as a result of agitation by a
body known as the Rational Spinsters' Pensions
Association, which had received considerable support
in the House of Commons, it had been decided, early
in 1938, to set up a Committee under the Chairmanship
of Mr. C T . L e Quesne, K . C , "to examine and report
on the complaints which are made as to the position
of unmarried women under the Contributory Pensions
Acts and on the practical questions which would arise
if the age at which Old Age Pensions under those Acts
are payable to unmarried women were lowered".

The

Committee had submitted their Report in March of
the current year, and a summary of it was attached as
an Appendix to the Memorandum.
It was quite clear that the Committee had
not endorsed any of the main contentions of the
spinsters and their champions.

The National

Spinsters' Pensions Association were, however,
actively pursuing their campaign, in spite of the
Report of the Committee.Spinsters

1

A resolution concerning

Pensions had been tabled in the House

of Commons in the name of 199 Members, pressing
for revision of the amount and conditions of existing
pensions and urging the Government to take into special
consideration the claim of spinsters for pensions
at an earlier age.

The Government must,therefore,

reach a decision on the merits of this claim.

Apart from the fact that the claims of the
Association had been rejected by an independent
Committee, the initial cost of meeting them would
b e about £4,400,000 a year.

The Chancellor

agreed also with the view of the Committee that, if
it were decided at this cost to grant a pension to
spinsters at 55, it would b e impracticable to withhold
it from other classes of insured women;

and, further,

that the demand for pensions at 55 for the wives of
pensioner husbands would b e almost impossible to
resist.

These consequential extensions would

increase the initial cost of the concession to some
£ 1 4 millions a year.
The Chancellor therefore recommended that, if
and when the Government were asked for their views
about the claimcf the spinsters, they should say that
the claim had been referred for consideration b y an
independent and impartial Committee, which had come
to the conclusion that the Spinsters' Pensions
Association had failed to make their case;

that

the Government were prepared in the main to accept
the view of this Committee, and were not prepared to
introduce legislation to provide pensions for
spinsters under more favourable conditions than now
operated.

If pressed to express an opinion

upon certain minor points in respect of which the
Report was critical of the Government, it could
b e said that these were technical matters which
would require careful consideration, but did not
call for airy immediate action.

iC eJ 9
THE PRIME MINISTER referred/to the p r o ^ o a l - i n .
paragraph 5 of the Chancellor*s Memorandum-- that the
Government should state that they had referred.the
spinsters

1

claim for consideration by an independent and

impartial Committee, and that that Committee had come to
the conclusion that the Spinsters Pension Association
had failed to make their case.

In the meantime, the

Opposition had put down a vote of censure on the
Government for their refusal to provide the ways and means
Id Age
ensions.

for the improvement and extension of Old Age Pensions,
The claims in this matter had been skilfully worked up
throughout the country and the Labour Parts'" was now
putting forward a scheme for a pension of £ 1 per week
to a man and 3 5 / - to a married couple, the v/ife to be
eligible to receive her pension on reaching the age of
55 provided that her husband was over 65 and had retired
from work.

This scheme would involve an expenditure in

the neighbourhood of £80 or £90 millions a year.

The

superficial attractiveness of this scheme was obvious and
interest in it was heightened by rumours of an impending
general election.

The matter was now being actively

canvassed in the constituencies.

I t was known

that agitation in this matter had not confined itself t o
the Labour and Liberal Opposition but had spread to some
o f the Government back-benchers.

A number of Government

supporters had committed themselves to the view that the
Government should take some action on the matter.
The Prime Minister said that he had taken these
considerations into account in determining the line which
he should take in replying to the Leader of the Opposition
in the debate on the ensuing day.
on the following lines.

He proposed to speak

Pirst, that the Government had

every sympathy with the hardships of the old people o f

this country.

Secondly^ he proposed to set out what

the Government had already done for the improvement of
social services so as to show that their sympathy was of
a practical hind.

In the third place he would indicate

that the reason why he was not prepared to give an
affirmative answer to the claims put forward w a s not from
any lack of sympathy for the old people of this country
hut because we had to consider our responsibilities in
other directions.

In particular, we were in the middle

of a rearmament programme which involved very heavy
expenditure.

In this connection, the Prime Minister

proposed to make clear a point which he thought was
insufficiently appreciated by Members of Parliament
generalise", namely, that from the financial point of view
the most serious part of the defence programme was not
the immediate capital expenditure but the cost of
maintenance of the expanded force when the rearmament
programme was over.

He proposed to explain that on

the present level of taxation we could find some £250
millions a year for the maintenance of the Defence Forces.
When, however, the additions to those forces now in
progress had been completed, the annual cost of
maintenance might be as much as £100 or £200 millions a
year over the figure now found out of taxation.

This

heavy additional sum would also have to be found out of
taxation.

He thought that nothing less than a statement

on these lines would convince the House of Commons of the
impracticability of adding a large sum to our pension
liabilities at the present time.
The Prime Minister thought it would be desirable
to add that, while it was clearly out of the question to
assume any very large additional burden on account of
improvements in pensions, it must not be inferred that it
was impossible to do anything by way of adjustment or
- 44 

improvement of the existing scheme.

Although there

were many calls fox* improvements in the social services,
there seemed to be a general desire to concentrate on
improvements in old age pensions and the Government was
disposed to follow this lead.

It was therefore proposed

that the Government should set up an enquiry to examine
what was practicable in the way of improvement in old age
pensions, subject to the condition that the Exchequer
could not shoulder any substantial additional burden.
It would therefore appear that the extent of what could
be done would depend largely on how far the workers and
employers were prepared to pay additional contributions.
It was therefore proposed to appoint an independent
Committee comprising representatives of employers and
workers with some representatives of the general public
and an impartial Chairman.

He would propose that a

Committee on these lines should be set up with instructions
to report in the Autumn.
The Prime Minister said he would welcome the
observations of his colleagues on the px^oposed lines of
his speech.

He was satisfied that there would be

dissatisfaction on the part of a considerable number of
Government followers if the Government were to refuse to
take any action in the matter, and the result would be a
somewhat damaging debate.
The Prime Minister said that while he was not of
course committed to any specific improvements, there were
two points which he thought merited serious consideration.
The first was the case of a man of 65 who had a wife very
much younger than himself.

Would It be possible to

provide that the wife would be eligible for old age
pension on reaching the age of, say, 60?

The second

point was that while most old age pensioners had some other

source of income, there were a number who had not, and
who nevertheless felt very reluctant to apply to the
Public Assistance Authorities.

While it would b e

difficult to alter this position, there was no doubt
that a change in this respect would meet with general
approval.

He thought this point might also b e examined.
In the course of discussion, the main -point

dealt with was the form of Committee proposed.

It was

first suggested that it would be undesirable to have an
independent Committee and that it would be preferable to
set up a Cabinet Committee.

A situation might arise

in which it would be somewhat embarrassing to the
Government to have appointed a Committee which might
not have reported.

It was also urged that, while in

normal circumstances there was much to be said for
appointing a Committee with representatives of Employers
and Workers, in the present case

the official

representatives of the Workers were all committed to
the Labour Party Scheme and some other form of inquiry
would be preferable.
On the other hand, the view was expressed that
it would be unwise to say that a Committee of Cabinet
Ministers was being appointed and that the right course
would be to adopt some general phrase to the effect that
the Government were arranging for the position to be
reviewed.

It was also urged in favour of the adoption

of some such phrase as "that the Government is enquiring
into the matter" (rather than the appointment of an
independent Committee) that the condition mentioned by
the Prime Minister, namely, that the Exchequer could not
shoulder any substantial burden, was not one which would
be capable of easy definition in formal terms of
reference.

In this connection, THE MINISTER OF HEALTH said
that his Department had plans and proposals in a forward state.j
While proposals could he put forward rapidly to persons who
were familiar with the general position, if an independent
Committee of Inquiry could he appointed, some time might
elapse before they were ready

to deal with the matter.

The second point dealt with in discussion was
whether an amendment should be moved from the Government
Benches.
THE PRIME MINISTER said that the Chief Whip
expressed the view that this course was not desirable.
O n the other hand, the view was expressed that it would he
awkward for many of the Government supporters to vote
against the Labour Party's Motion in view

of the undertakings

I
which they had given, notwithstanding the fact that the
Prime Minister's speech would make it clear that the
Government had not refused to provide the necessary ways and
means for some improvement of Old Age Pensions.

The

possibility of a manuscript amendment to be handed in at
1

about 6 or 7 o clock

in the evening was mooted and the Prime

Minister agreed to discuss this point further with the Chief
Whip.
The Cabinet approved the general lines of
the Prime Minister's proposed speech, subject
to the following points raised in discussion 
(l) that the Prime Minister should indicate
that it is the intention of the Government
to undertake a review

of the Old

Age

Pensions position, but should not use words
which imply the setting up of an
independent Committee of Inquiry or of a
Committee of Ministers;
( 2 ) that the Prime Minister should discuss with
the Chief Whip the question whether a
manuscript amendment should be handed in
after his speech.

OAP ACCIDENTS,
gulation of

17.The Cabinet had unde3^--oc^si6Ve*^tlon^a Meraorandum
b y the Minister of Transport (C.P.-158(39)) on the
subject of Road Accidents and the Regulation of
Cyclists.

In his Memorandum the Minister stated that

in 1936 his predecessor had drawn the attention of the
Transport Advisory Council to the increase in the number
of pedal cycles in use on the roads, and to the large
number of accidents in which pedal cyclists were
involved, and had invited them to consider and report
upon any further practicable measures which, in the
Council's opinion, might be adopted for the better pro
tec tion of cyclists and other road users.

The Council

had reported in June, 1938, but in the meantime the
House of Lords Select Committee on the Prevention of
Road Accidents had been set up, and it had not been
thought desirable to take any action on the Transport
Advisory Council's Report until the Report of the Select
Committee had also been received.

The Minister's

predecessor had answered a parliamentary Question to
this effect on 27th July, 1938, (Official Report,
Col. 3112),
The Select Committee had reported at the end of
March and had made a large number of recommendations
affecting cyclists.

The Minister was being strongly
r

pressed to announce the Government s decision in regard
to this Report, but as it contained over two hundred
recommendations, he had announced that he would issue
a commentary on the whole Report in the form of a White
Paper.

In this document he proposed to give reasons

for the rejection of many of the Select Committee's

recommendations, and-a . statement---of"--the measures to "be
taken to implement those which it was.decided to accept.
The Minister then outlined the more important
recommendations of the Select Committee concerning
cyclists, adding his comments thereon.

In conclusion,

the Minister expressed the wish subject to the views
of his colleagues, to include in his statement on the
Select Committee's Report an announcement that, after
consideration of the Reports of the Transport Advisory
Council and of the Select Committee, he proposed to
make regulations, under his existing powers, regarding
bells and the number and nature of the brakes on pedal
cycles, and to introduce legislation as soon as pos&ible
dealing with the following matters:
(l) Carriage by pedal cyclists of a form of
identification disc,
(2) Introduction of a requirement that pedal
cyclists must report accidents (on the
lines of Section 22 of the Road Traffic
Act, 1950).
( S ) Carriage of red rear lamps on pedal cycles.
(4) Prohibition of the carrying of articles which
interfered with the control of the cycle
or the view of the road.
(5) Compulsory use of cycle tracks where they
were satisfactory,,
(6) Creation of the offence of careless
riding.
In explaining the main points in his Memorandum
THE MINISTER OP TRANSPORT said that the most difficult
issue concerned the proposal to make compulsory the
carriage of red rear lamps on pedal cycles.

He

outlined the main arguments for and against this
eours e .
The Minister said that since his Memorandum
had been drafted, he had. consulted the Law Offioers
as to the proposal in paragraph 14 that the extinction

of a rear light should not be pleaded as an excuse
or treated as contributory negligence if a cyclist
were run down.

The Law Officers had. advised that

-

this proposal was open to considerable objection,
and thought that it would b e much wiser to leave this
aspect of the matter to be dealt with on the^basis p f
y

the existing lav/,
Continuing, the Minister said that h e appreciated
that this proposal might, give rise to serious
opposition a.mong the Large body of cyclists, who
numbered 8 or 10 millions.

As aga.inst this, it must

be pointed out that not only the Aliness Committee
but two other Inter-Departmental Committees, and
the Transport Advisory Council, had been in favour oi
this proposa.1.

He also thought that opinion among

motorists would be strongly in favour of this
measure.

His reason for raising this matter at the

present time was that he wa.s anxious to settle
before the Pecess what conclusions should be reached
in regard to the ma.in recommendations in the Al^ness
Report.
In the course of discussion the view was
expressed, that it was not essential to deal with this
very contentious matter at the present time, and that
on the whole the wisest course would be to defer
decisions on the questions raise? until after the
Recess.
This course was agreed to.
(The Chancellor of the Exchequer and the Lord
President of the Council left the Meeting at,
this point.)
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1 8 . The Cabinet had. heioi^e-J^iem a Memorandum
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by the Chancellor of the Duchy of Lancaster (H.A.
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covering the draft Pood (Defence) Bill,
e

object of which was to transfer the responsibility

for the Pood (Defence Plans) Department from the
President of the Board of Trade to another Minister,
and to provide that Minister with certain s tatutory
powers over and above those at present available In
the Essential Commodities Reserves A c t , 1938:
together with the following Conclusions thereon
reached by the Committee of Home Affairs (H.A.C.
18th Conclusions ( 3 9 ) , Minute 1 ) : 
"(1)

(2)

To recommend the Cabinet to approve,
for introduction in the House of Commons
with a view to its passage into law
immediately after the Summer Recess
the Pood (Defence) Bill in the form of
the draft annexed to H.A--34 ( 3 9 ) ,
subject to any modifications arising
out of the Committee's discussion, and
to any drafting or other minor alter
ations that might be found necessary
or desirable:
To take note that, as stated in Cabinet
37 (39) Conclusion 12 ( 3 ) , the Cabinet
would determine the date of intro
duction of the Bill."

THE MINISTER OP AGRICULTURE AND FISHERIES said
that h e assumed that the proposed, legislation would
not in any way diminish the powers or responsibilities
of the Agricultural Ministers;

in particular, that

it was not proposed, to alter the position in regard
to the supply of feeding-stuffs from merchants to
fa.rmers. which was the responsibility of the
Agricultural Ministers.
THE CHANCELLOR OP THE DUCHY OP LANCASTER agreed
that this was the case.
Reference was also made to the position of stocks
of petrol, and it was explained that, it had been agreed.

zm
that this matter should be further oonsidered3y
the Departments concerned, in order to ensure that
the action taken under the proposed Bill and under
the Ministry of Supply A c t , in splitting up the
commodities purchased under the Essential Commodities
Reserves A c t , did not enable the amount of petrol
reserves to be

calculated.

THE CHANCELLOR OP THE DUCHY OP LANCASTER
mentioned, that in certain respects he had. taken
aotion in advance of the powers to be conferred by
the Act, and. that the a.ction so taken would be
validated, retrospectively when the Bill became law.
The Cabinet
fl) approved the recommendation of the
Home Affairs Committee at (l)
above:
(S) agreed that the Bill should be
introduced before the Recess on
the understanding that an attempt
should be made to pass it into law
before the end of the Session.

tftB DAMAGE TO
(SCOTLAND)

19. The Cabinet had under consideration a
Memorandum by the Secretary of State for Scotland
(H.A.-35(39)). covering the draft War Damage to Land

(previous
References
Cabinet 29
(39), Oon
clusion 8.)

(Scotland) Bill, the object of which was to modify
the rights and liabilities of persons interested in
land in Scotland damaged by war:

together with

the following recommendation thereon by the Committee
of Home Affairs (H.A.C. 18th Conclusions ( 3 9 ) ,
Minute 2 ) ; 
"To authorise the Secretary of State
for Scotland to take responsible
representatives of the interests
concerned into confidential consultation
on the heads of the draft War Damage
to Land (Scotland) Bill annexed to
H.A.-35 (39)."
The Cabinet approved the above recommenda
on
tion of the Committee o f Home A f f a i r s
the understanding that the Bill should not
be introduced in peace time, without further
reference to the Cabinet.
9

Richmond. Terrace, S.W.I.
26th July, 1939.
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MOST SECRET ADDENDUM TO ITEM 2 OF
CABINET 59 ( 3 9 ) . 26th JULY 1939.
T

f
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS said

THE INT3RHATIONAL

that Dr Burckhardt, the League of Nations Commissioner
SITUATION.
in Danzig, had reported to him that he had recently
Danzig.
had a discussion with Herr Forster, the Gauleiter
(Previous
Reference:
Cabinet 38
(39), Con
clusion 3 .)

of Danzig.

The latter had recently returned from

seeing Herr Hitler at Berehtesgaden, and reported
that the German attitude in regard to Danzig was as
follows;

First, that Germany had not modified her

claims in regard to Danzig or the Corridor, as
formulated in Herr Hitler's Reichstag speech.

This

was of interest, since previously it had. been implied
that the terms then offered would no longer be accept
able.

Secondly, that nothing would be done on the

German side to provoke a conflict.

Thirdly, that

the question could wait, if necessary, until next year,
or longer.

Fourthly, that the Senate would seek the

help of the High Commissioner to smooth over difficul
ties between them and the Polish representatives,
thus putting an end to a war of Notes.

Further, it

was indicated that if a detente could be brought about,
all military measures now being taken in Danzig would
be stopped.
It was of the utmost importance to maintain
secrecy as to these conversations.

We had therefore

informed the Polish Government that we had information
(the source of which we had not communicated to them)
that the Germans were working for a detente, and that .
it was of the utmost importance that they should direct
their endeavours to the same end.

We had also informed

them that we had. learned with regret of the recent
frontier incidents, and hoped that the Polish
-1

Government would handle them with the usual restraint
and circumspection, and that they would not be deflect
ed by these incidents from the general policy of
bringing about a detente.
The Foreign Secretary said that generally the
position in regard to Danzig looked a bit steadier.
It w a s , of course, difficult to know exactly what
value to attach to these latest statements in regard
to the German attitude.

Did it mean that they were

impressed by the firm attitude of the Peace Front?
Was it a blind, to cover up their real motives?

Or did

it mean that Germany was now directing her action
elsewhere?

In any case, however, it was clear that

there could, be no possible harm in working for a
detente at Danzig.
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Street^ S.W.I. on WEDNESDAY 2nd A U G U S T 1 9 5 9
at 10.30 a.m.
9

a

c

s

AGENDA.
1.

FOREIGN AFFAIRS.

2.

PROPOSED FORMATION OF A PARLIAMENTARY COMMITTEE FOR
COLONIAL AFFAIRS.
Statement by the Secretary of State for

the Colonies.

SAFETY IN MINES.
(Reference Cabinet 3 (39) Conclusion 9)
Memorandum by' the President of the Board of Trade
C P . 159 (39) - Circulated herewith.
4.

INSTITUTION OF. A NATIONAL BADGE SCHEME.
(Reference Cabinet 60 (38) Conclusion 16)
Memorandum b y the President of the Board of Education.
C P . 163(39) - to be circulated.
FOR INFORMATION.: -* 

5, . INDIAN FEDERATION: NEGOTIATIONS, WITH THE INDIAN STATES
AS TO THE TERMS OF THEIR "ACCESOIOI!.
(Reference Cabinet 7 (39) Conclusion 10)
Memorandum b y the Secretary of State for India.
C P , 169 (39) - circulated herewith.
6

*

ECONQMIC MEASURES. TO RESTRAIN JAPAN JROM TURTIiER ACTION
I.NIMICAL TCTSRITISH IlfTERES.T.3. IN THE .FAR EAST 7
(Reference Cabinet 39 (39) Conclusion 6)
Memorandum by the Minister for Co-ordination f
Defence covering extract from draft Minutes of the
370th Meeting of the Committee of Imperial Defence,^'
together with Report by the Advisory Committee on
Trade Questions in time of War.
C P . 162 (39) - circulated herewith.,.
Q

p

7.

THE GERMAN ARMY: ITS PRESENT STRENGTH AND POSSIBLE
RATE OF EXPANSION IN PEACE AND WAR.
(Reference Cabinet 22 (38) Conclusion IS)
Memorandum by the Minister for Co-ordination of
Defence, covering extract from draft Minutes of the
370th Meeting of the Committee of Imperial Defence,
together with Note by the Chairman, Industrial
Intelligence in Foreign Countries Sub-Committee, and
Report by the Industrial Intelligence Centre and
War Office,
CoP. 171 (39) - circulated herewith.

8*. THE GERMAN AIRCRAFT INDUS TRY,
(Reference Cabinet 24 (39) Conclusion 7 )
Memorandum by the Minister for Co-ordination of
Defence, covering extract from draft Minutes of
the 370th Meeting of the'Committee of Imperial
Defence, together with Note bjr the Chairman,
Industrial Intelligence in Foreign Countries
Sub-Committee, and Memorandum prepared by the
Industrial Intelligence Centre and Air Staff
(intelligence).
C P . 170 (39) - circulated herewith.

(Si gned)

E.E. BRIDGES

Secretax^y to the Cabinet/

Richmond Terrace, S.W.I.
28th July, 1939o
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THE SECRETARY OP STAvE FOR FOREIGN AFFAIRS s a i d

t h a t as r e g a r d s Russia t h e r e were no p a r t i c u l a r
men t s to r e p o r t t o h i s c o l l e a g u e s .

A t e l e g r a m had toeen

despatch t o S i r W i l l i a m Seeds on t h e 28th July
No. 187 t o Moscew) t o t h e e f f e c t

develop

(Telegram

t h a t i t would h e mistaken

t a c t i c s t o o f f e r M. M o l o t o v another formula on

"indirect

a g g r e s s i o n " , and t h a t we f e l t hound t o adhere t o our own
formula.

The French Government had a g r e e d t o t h i s

course.

There was, p e r h a p s , some reason t o hope t h a t , as a r e s u l t
o f our w i l l i n g n e s s t o e n t e r i n t o M i l i t a r y C o n v e r s a t i o n s with
t h e S o v i e t Government, M. M o l o t o v might adopt a more
reasonable a t t i t u d e in this matter.
The F o r e i g n S e c r e t a r y s a i d t h a t h i s

colleagues

would have n o t i c e d t h a t the Tass Communigue which was
p u b l i s h e d i n t h e P r e s s o f that morning, h a d taken a
somewhat more r e a s o n a b l e l i n e than might have been
e x p e c t e d i n r e g a r d t o t h e p o s i t i o n o f the S o v i e t
vis-a-vis
litary
ission.

the

Government

StiltStates.

The arrangements f o r the d e p a r t u r e o f a M i l i t a r y
M i s s i o n t o Russia had now been made.

I t had been

d e c i d e d t o c h a r t e r a merchant s h i p , t h e S . S . CITY OP
EXETER, o f t h e E l l e r m a n L i n e , which would l e a v e on
Saturday n e x t .

T h i s arrangement had been made a f t e r

consideration of various a l t e r n a t i v e s ,
r e a s o n o r a n o t h e r , were

which, f o r one

unsatisfactory.

The Cabinet took n o t e o f t h i s

***

statement.

THE INTERKATIOKAL
SITUATION
i (Confd).

2.

THE SECRETARY OP STATE FOR POREIG-N AFFAIRS

said that as regards Danzig there was nothing of
importance to report.

He had no official conflrma

tion of a rumour which had been current that the
Danzig.

Polish Government desired to make an official
(previous Ref
erence: Cabinet protest in regard to recent events at Danzig.
39(39), Conclu
sion 2.)

In reply to a question, the Foreign Secretary
said that he did not think that any particular
significance need be attached to the presence of
a German General In Danzig.
The Foreign Secretary said that he had
observed a certain tendency, when the Danzig
position was discussed, for it to be stated that
we were committed to fight for Danzig.
at pains to correct this statement.

He had been

The true

position was that Danzig, of itself, should not be
regarded as providing a casus belli.

If, however, a

threat to Polish independnece arose from Danzig,
then this country would clearly become involved.
The Foreign Secretary added that he had had
some conversation on these lines with Mr. Winston
Churchill.

The latter had said that he had no wish

to be more Polish than the Poles, but he was anxious
that the Government should not put pressure on the
Polish Government to take action which, in their
view, would be destructive of their State.
The Cabinet took note of this statement.

3.
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS said
HE INTERNATIONAL
J^IJAT-ON (Contd. )
that, at a Meeting held on the previous day, the Foreign
rkey.
Previous
Reference:
Cabinet 39(39)
Conclusion 10. )

Policy Committee had discussed the draft Political
Agreement with Turkey.

The Committee had authorised

him to proceed on the basis of a draft Agreement
framed on a broad reciprocal basis,

The main thought

which had been uppermost in the minds o f the members
of t.he Foreign Policy Committee had been that an
Agreement with Turkey was fundamental to our whole
position in the Mediterranean.

We therefore exposed

ourselves to no great risk if we promised that we
should lend Turkey all the support and assistance in
our power if Turkey was the object of a direct attack.
If Turkey felt that her posit ion was indirectly
threatened by an attack upon some other State, we
undertook, according to the terms of the. draft Political.
Agreement, to consult with her.

Mutatis Mutandis,

if we were involved in war as the result of a German
attack o n Switzerland or Holland, Turkey would not
automatically be obliged to come to our assistance,
but only to consult with a view to action by agreement.
The political negotiations with Turkey were
also bound up v/ith the Turkish demands for increased
credits and for a loan.

The Foreign Policy Committee

had reached the conclusion that it was necessary to^
proceed as quickly as possible with the consideration
of these matters,and to press the French to bear their
fair share in meeting the Turkish demands.

Some of

these demands were, however, on an extravagant scale.
The Cabinet took note of this statement.
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SECRETARY OP STATE FOR FOREIGN AFFAIRS

said that the position in the Far East w a s now
causing him more anxiety than the position in any

.,.
The Position
at Tientsin:
The Tokyo
Negotiations.

other part of the world. Sir Robert Craigie was,

'
^ -thought, conducting the conversations in Tokyo
*
i t h great skill in conditions of extreme difficulty.
e

W

(Previous
Reference:
Cabinet 39(39), - L
Conclusion 6. j
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concerned the purely local

h as the police and administrative

arrangements at Tientsin, matters had not proved too
difficult and a solution of these problems might be
anticipated.

The Japanese, however, were now

raising matters of general policy, namely, the
silver in the Concessions at Tientsin and Peking,
and currency matters.
The Foreign Secretary said that, if he
were convinced that we could reach some general
agreement with the Japanese, he would be prepared to
put up with certain indignities in the meantime.

He

thought, however, that we could not ignore the
possibility that we might have to break with Japan
on these wider issues.

If this happened, it would

be necessary for us to choose very carefully the
ground on which the actual break should take place.
Broadly, there were two grounds on which we could
break - the currency issue or the question of British
help to China.

On the whole, if a break were to come,

he thought it had better come on the latter issue
which was capable of better presentation from the
point of view of world opinion.
In regard to the currency question, the
French had adopted a helpful line and had said that
they were not prepared to concur in any agreement
reached on this matter in regard to which they had

not "been consulted.

The attitude taken up toy the United

States Government had "been much less precise.

We were

endeavouring to get the United States Government to
clarify.their attitude.
The Foreign Secretary said that he trusted that
we should not reach a "breaking point in the negotiations.
Sir George Sansom, who was at present in this country,
thought that the Japanese Government wished to reach
agreement with us tout were anxious to obtain as favourable
a bargain as possible.

The Japanese Press had showed great

anxiety lest the conversations should fail and the Japanese
Government were greatly puz-zled by the United States action
in denouncing their Commercial Treaty with Japan.

We had

not yet taken full advantage of the Japanese reaction to
the United States move.
The Secretary of State for Foreign Affairs
said that, putting together all these considerations, he
was disposed to adopt a stiffer attitude towards the
Japanese Government on the ground of the anti-British
demonstrations which were taking place.

He read out an

extract from Telegram No. 438 to Tokyo, which had been
despatched the previous evening, instructing Sir Robert
Craigie to make a strong protest in regard to these
demon strations.
The Foreign Secretary said that Sir Robert
Craigie's attitude in regard tp the anti-British
agitation

was, perhaps, somewhat different.

His view, broadly, was that if we could reach a
settlement with the Japanese, the anti-British
agitation would stop.

Sir Robert Craigie had

received a-message through an intermediary to the effect
that the Japanese Government had been offended toy the
manner in which the American Commercial Treaty had been
denounced, and urged us not to adopt a similar course
(Telegram No, 906 from Tokyo).
The Foreign Secretary said that he would be
glad to have the authority of the Catoinet, if the
situation demanded it, to say to the Japanese
Government that it was impossible to continue
conversations while the anti-British demonstrations
continued and to suspend the conversations for a few
days.
The Foreign Secretary also thought that, if a
situation arose in which it was necessary to take
action against the Japanese Government, our wisest
course would be to denounce our Commercial Treaty with
Japan.

Such a course was much less likely to involve

us in trouble than an embargo and, as twelve months
notice was required, it allowed plenty of time in which
to manoeuvre.
In discussion, reference was made to the recent
telegrams and conversations regarding the granting of
further commercial credits to China.
The Foreign Secretary said he thought that
perhaps telegram No. 884 of 29th July from Sir Robert
Graigie on this subject did not give a fair picture
of the position.

Negotiations with regard to this

credit had been continuing since February and the
matter had been the subject of repeated Questions and
Answers in Parliament.

It was impossible to believe

that the Japanese were not fully aware of the position.
He had had a very frank discussion on the matter with
the Chinese Ambassador, and had told him that if we
reached the conclusion that it would be embarrassing
- 6 
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to our Ambassador in Tokyo if we announced the
grant of further credits to China, we should
inform the Chinese Government of the fact and that
we favoured a short delay in the signing of the
actual agreement.

In discussion it was emphasised

that the essential point was that the Chinese
Government should realise that we were not
intending

to withdraw the offers of further

credits which we had made to them hut only had in
mind a short postponement for tactical reasonsTHE PRIME MINISTER said that h e was a good
deal concerned with the anti-British agitation which
it w a s

difficult to pass over without talcing

some action.

Incidentally, he pointed out that if

the Tokyo Conversations were suspended or postponed
it might not be easy to get them started again.
He also stressed that the utmost consideration
should be given to Sir Robert Craigie.

Our

Ambassador in Tokyo was working under most difficult
conditions and had very few cards in his hand, but
he had shown great skill and. coolness.

It was clear,

therefore, that before any decision was taken which
might have the effect of breaking or suspending the
negotiations, Sir Robert's views should be ascertained
and due weight given to them.
The Prime Minister referred to the question
raised by the Foreign Secretary, namely, "if a
break in the negotiations was inevitable what would
be the best ground on which to break?"

He had thought

that the Foreign Secretary would say that it was
better to break on the currency issue than on help
for China.

He was not quite sure that he appreciated

where the dividing line came between help to China
and support of her currency.
- 7 

The Prime Minister thought that if we had
to choose between a break on 
(a) the prohibition of the use of
fapi in the Tientsin Concession, and
(b) the grant of a further sum to support
the Chinese currency (or perhaps the
grant of additional export credits),
he thought that (a) was the better ground.

It was

preferable to break on international grounds rather
than on grounds of national interests.

Further,

the fapi question was one in which other countries
besides ourselves were concerned, whereas further
help to the Chinese currency would be action taken
by ourselves, in which other countries would not
participate,
THE FOREIGN SECRETARY agreed that it was
impossible to draw a clear line between the
currency question and help to China.

On the other

hand, we had repeatedly stated that the steps which
we had taken to support the Chinese currency had
been taken in our own interests;

he was not anxious,

therefore, that a break, if it was inevitable,
should come on grounds connected with the Chinese
currency.
THE PRESIDENT OF THE BOARD OF TRADE said
that the action which the Japanese Government were
urging us to take in banning the use of fapi in the
Tientsin Concession might be regarded as a breach of
neutrality.
THE SECRETARY OF STATE FOR INDIA said that he
was sure that opinion in India would be far more
willing to join in economic sanctions against
Japan, if such action was based on broad moral

gyormds

rnthe,v

than^

on th.e-ja&e-"i^io. jaro-tect. British

interests in the Fa**-J3a&t.

Such a course would, bo

Consistent with the statements we had made, that
Japan had riolated her Treaty obligations to China.
The Secretary o f State paid a tribute t o
Si^ Robert Craigie's balance of judgment under
extreme provocation.
The Secretary of State for India added that he
strongly

approved the telegram which had been sent t o

sir Robert Craigie the previous night ( N o . 438 t o
Tokyo).

He felt sure that in the last resort the

Japanese Government would only attach importance t o
^force or threats of force.

He did not think that

the anti-British agitation in China would stop until
we took a somewhat firmer line.
Reference was made to the protest which the
Japanese GoTsernment had made in regard to the treat
ment of Japanese fishermen at Singapore.
In reply to questions, THE-FOREIGN SECRETARY
said that the line he had taken in this matter was
that while defence considerations came first, he
hoped that it would be possible for something t o be
done to prevent individual cases of hardship.

He had

informed the Japanese Ambajgysador that, while he did
not intend to link the events at Singapore with those
a t Tientsin, nevertheless if the Japanese would
alleviate the situation at Tientsin,this would be o f
assistance in regard to the disconnected events a t
Singapore.
THE SECRETARY OF STATE FOR WAR referred t o the
weakness of our defence position in the Far East, and
asked what sanction we could apply if there was a
breakdown in the negotiations.

: 285
THE SECRETARY OF STA'JE FOn

aaia that we

might he drifting into the position., which the
Chiefs of Staff had advised we should at all costs
avoid, in which we might he opposed at the same time
to the forces of Germany, Italy and Japan.

He thoughl

that it would he difficult for the Government to take
a different line from that suggested by our Ambassador
in Tokyo, who was conducting the negotiations so
successfully.

In any event there should be no break

in the negotiations unless the Cabinet were given an
opportunity to consider the situation.
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS
said that he was fully conscious of the defensive side
of the situation and would exhaust every device to
prevent a breakdown of the negotiations. Nevertheless,
he felt that the right course might be that we Should
at this stage put some pressure on Japan to adopt
a more conciliatory attitude.
THE SECRETARY OF STATE FOR INDIA said that
he thought there was agreement between Ministers on
the general line to be pursued.

The immediate point

at issue was whether, if we were to adopt a slightly
stronger line at the present time, the Japanese
Government would adopt a more reasonable attitude
in the negotiations.
THE SECRETARY OF STATE FOR SCOTLAND reminded
the Foreign Secretary that the Japanese Ambassador had
assured him that the Japanese Government were anxious
to stop the anti-British agitation.

He suggested

that the Foreign Secretary should see the Japanese
Ambassador and inform him that the British Government
and the House o f Commons were getting restive as
a*

result of this agitation^

—

j

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS undey
took to consider this suggestion,
THE PRESIDENT OF THE BOARD OF T R A D E drew attention
t o the latest telegram from Sir Robert Graigie i n
r e g a r d to export credits for China (TelegramNo. 912 fan Tokyo).
S i r Robert now thought that if the Japanese Government
saw prospects of getting satisfaction on the S i l v e r
question,they would not make difficulties in regard
t q the grant of export credits to China.
THE LORD CHANCELLOR referred to the four men
Whom the Japanese Government were asking should be
handed over to them by the authorities of the B r i t i s h
Concession at Tientsin.

He was anxious, if it was

\

possible, that he should take his share of responsibility
for finding a solution of this difficulty.

He

suggested that a statement might be made on the following
lines:
"The information which we have received from
our people establishes, in our opinion,
that prima facie evidence has been produced
by the Japanese which, according to our legal
obligations in the Concession, require us
t o hand over two men to the local Chinese
Court for trial on a charge of murder, and
as regards two men to hand them over on
a charge of being members of an illegal gang."
The Lord Chancellor said that he thought it
was of the utmost importance that, if we reached a
position in this matter when we were prepared t o act
Oh these lines, we should not let it appear that we
Were yielding to pressure but should make it plain
t h a t our decision was a considered decision taken on the
facts.

He suggested that it might be desirable that

t h i s question should be considered by him in

conjunction

W i t h the Law Officers, and that, if this course was
considered wise, a statement on the lines of that
Suggested should be made in the name of himself and
t h e Law Officers.

J

THE PRIME MINISTER agreed. ;hat if an announcement
on this matter became necessary, it would require very
careful handling.

He thought it would he useful that

the Foreign Secretary should he armed with a joint state
ment by the Lord Chancellor and the Law Officers for use,
should occasion arise, and he invited the Lord Chancellor
to consult with the Law Officers, as suggested.
This course was agreed to.
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS said
that, as a situation might arise which made further action
on our part necessary, he would be glad if the Cabinet
would authorise the Prime Minister, the Chancellor of the
Exchequer, the President of the Board of Trade, the
Secretary of State for Dominion Affairs and himself, acting
together, to denounce our Commercial Treaty with Japan,
without further reference to the Cabinet.
In discussion it was asked whether this was likely
to precipitate a crisis.

The visw was expressed that this "

was the least dangerous course open to us if we wished to
take some action.
THE PRIME MINISTER referred to the statement in
Telegram No. 906 from Tokyo from which it appeared that
the Japanese Government were quite prepared for denunciation
^Of the Treaty on our part.
THE SECRETARY OF STATE FOR THE COLONIES said that
he would b e glad if the Colonial Office could be kept in
touch if it was proposed to denounce the Treaty, since it
would be desirable to warn the Governors of certain ColottLes
of what was proposed.
This course was agreed to.
The Cabinet:
(l) took note of the statement of the Secretary of
State for Foreign Affeirs.
(2)

invited the Lord Chancellor in consultation with
the Law Officers to prepare a joint statement
in regard to the four Chinamen the surrender of
whom was demanded by the Japanese authorities
at Tientsin:

(3) authorised the Prime Minister, the
Chancellor of the Exchequer, the
Secretary of State for Foreign
Affairs, the Secretary of State
for Dominion Affairs and the
President of the Board of Trade,
to denounce the Anglo-Japanese
Commercial Treaty without further
reference to the Cabinet,if the
course of the negotiations at Tokyo
should render this step desirable.

II

THE SECRETARY OR STATE FOR THE COLONIES said
that,owing to pressure of work,he had not been able
to circulate a Memorandum on this mattere

For some

time past he and his advisers in the Colonial Office
had been framing proposals for reforming the
machinery for the consideration/of Colonial policy.
One suggestion made in this connection had been the
setting u p of a Parliamentary Committee to keep in
touch with matters of C
meantime, independently of this examination, proposals
had been put forward by a number of Members of
Parliament, and had attracted a good deal of support,
for the setting up of a Parliamentary Committee for
Colonial Affairs.

On merits, the Colonial Secretary

was satisfied that the est ablishment of such a
Parliamentary Committee was desirable and would be
helpful.

He was responsible to Parliament for the

administration of soi;ie 50 territories.

At the present

time, however. Parliament discharged this responsibility
very lightly.

Indeed,the activities of Parliament

in regard to Colonial matters ware mainly confined
to one or two debates on Supply Days and to Parliamentary
Questions.

Further, the interest displayed by

Parliament in Colonial matters tended to be concentrated
only on matters which were in need of reform.
There was no opportunity in the present system to
draw attention to the many.things in our Colonial
administration which reflected credit upon u s .

The result was that a distorted and unfavourable view
of Colonial administration was presented to the public.
Continuing, the Colonial Secretary said that
he thought that, as Parliament was now talcing a new
interest in Colonial' matters, it was desirable that
this interest should b e encouraged to take a more
helpful and useful form.

It was not practicable

to have frequent Parliamentary debates on Colonial
matters, nor were debates the best way of dealing
with the problems involved.

lie therefore favoured

the establishment of some form of Parliamentary
Committee.

The result would be to add to the interest

in. and knowledge of, Colonial matters among Members
of Parliament, and to provide a more balanced view of
the present state of our Colonies.

He thought, too,

that a Committee which £e*ek^-thre' initiative in making
suggestions, would b e helpful to the holder of his
office, having regard to the very wide field covered
by Colonial administration.

Finally, the Colonial

Secretary thought that the establishment of such a
Committee would have a good effect in the Colonies.
There remained the question whether the
establishment of such a Committee would afford a
precedent for a Parliamentary Committee to deal
with other matters.

It was clear that we did not

want to see a Parliamentary Committee system on the
French model talcing root in this country.

He

thought, however, that the reasons which led him to
urge the setting up of a Parliamentary Committee
for Colonial Affairs did not apply in regard to, say,
India, Foreign Affairs or the Dominions.

The Secretary of State said that a
number of points would have to be carefully
considered, such as, for example, the terms of
reference, methods of procedure and composition
of the Committee.

He would have preferred to have

fully explored these matters before making
an announcement in the House.

/j?ov

example,

he would have liked Members of both Houses
to be eligible for membership of the Committee but
this would involve setting up a joint Committee,
the procedure of which would have to follow that
of the House of Lords Committees.

This

meant conferring very considerable

powers

on the Chairman and might be resented by the
Commons Members of the Committee.

It therefore

appeared undesirable to set up a joint Committee
of both Houses at the present stage.

He thought,

however, that this difficulty was one which could
be got r o u n d ^
Since, however, agitation had arisen
in Parliament

for the setting up of a Parliamentary

Committee, he thou, ht that the right course
would be to make an announcement before the
holidays to the effect that the Government accepted,
in principle, the idea of a Parliamentary Committee
for Colonial Affairs.

The Colonial Secretary said that
he had mentioned the matter to the Prime
Minister who had asked for further
consideration.

time for

He had also discussed the

matter with the Chief Whip who at first was
attracted by the idea, hut on second thoughts
had felt some doubts as to the wisdom of
making an announcement before the proposed scheme
had been more fully worked out.
In reply to a question, the
Secretary of State for the Colonies said
he thought that the Committee would meet in
private and that while some of its evidence
would be made public, evidence on more
confidential matters would not be published.
If a Committee of the House of Commons were
contemplated, it would be set up by the
resolution of the House of Commons.

If a

joint Committee of both Houses was set up
the machinery would be by resolutions of
both Houses.

- 17

In the course of discussion, the view
was expressed that it was unwise to commit the
Government to accept a Parliamentary Committee
for Colonial Affairs until a scheme had been
fully worked out.

In particular, it was felt

that if a Parliamentary Committee was set up
for Colonial Affairs, it would be difficult

to

see on what grounds a Parliamentary Committee
could successfully be refused for other subjects,
as, for example, Foreign Affairs.

If a

Parliamentary Committee for Colonial Affairs had
existed two years ago, when strong Parliamentary
pressure was in progress for d.efence programmes,
it would, it was suggested., have been difficult
to refuse a Parliamentary Committee for defence.
It was also suggested that the Committee
v/ould give rise to difficult ruestions of
procedure.

F o r instance, would the Secretary of

State appear before the Committee and be as iced
questions of policy?

Again, would, not grave

difficulties arise for the Treasury in regard to
the demands for increased expenditure which would
result from the Committee*s deliberations £

In

1

regard to the Colonial Secretary s point that the
interest now shown in our Colonies tended to
emphasise the weak sides, this was
i n our Parliamentary system.

inherent

I t was

also pointed out that in the eyes of the public
a Parliamentary Committee would be invested with
considerable responsibility; but in reality it would
have no responsibility.

The result would no doubt

be that the Parliamentary Committee would tend t o

press for expenditure in all directions so as t o
avoid any possibility that blame might be attached,
to them,
THE PRIME MINISTER said that it was
perhaps significant that the parliamentary
questions asked on this matter- all referred to a
Standing Parliamentary Committee or a Permanent
Committee.

He thought that at the present time

it would not be wise to go so far as the Secretary
of State for the Colonies proposed without further
consideration or experiment.

He was thinking

in terms of setting up a Committee of Members
of Parliament (meetings of which could be
attended b y peers) which would have no authority
from Parliament and no specific rights.

The

Secretary of State would, however, undertake to
appear before the Committee at intervals - and
Governors of Colonies on leave, and perhaps
senior Civil Servants, might also appear on
occasions.

Such a Committee would afford the

Colonial Secretary an opportunity of educating
Members of Parliament in Colonia.1 Affairs but
should not give rise to demands which might prove
awkward.

Further, such a Committee would not

afford precedent for the establishment of a
Standing Committee on Foreign Affairs or on India.
The Prime Minister then read out a
draft reply which he had prepared to three
Questions down for answer on this matter that
afternoon,

Various suggestions were made

in regard to the draft reply.

It was agreed that

the general ten our of the reply should

not

commit the Government to acceptance or refusal of

the institution o f a P a r l i a m e n t a r y Committee £os*
C o l o n i a l Affairs;

hut to say that the G-OYemmeKfj

were consideriaig what was the best method of
giving Members of Parliament, who were anxious t o
devote themselves to Colonial matters, a better
opportunity of acquainting themselves with C o l o n i a l
problems.
The Cabinet agreed to postpone a
decision on the proposed formation
o f a Parliamentary Committee for
Colonial Affairs, and to leave f o r
decision b y the Prime Minister the
terras of the reply to be given to
the t h r e e Questions on this subject
for answer in the House that
afternoon.

AFETY IN
OAL MINES.
imposed

egislatlon.

6.

The Cabinet had before them a Memorandum by

the President of the Board of Trade ( C P . 159 (39))
on the subject of Safety in Mines Legislation.

The

President recalled that, in accordance with the
revious
eference:
abinet 3 (39)
onclusion 9)

Conclusion noted in the margin, the then Secretary for
Mines had announced in the House of Commons, on
1st February, that the Government accepted the Report
of the Royal Commission on Safety in Mines in its
general sense and purport, and would begin immediately
to take the necessary steps towards implementing it;
but that he was afraid it would not be possible to have
the Bill ready for introduction dux^ing the current
Session,
Although the Bill had not been definitely
promised for the following Session, there was a general
expectation in the industry that it would be introduced
then, and, if this expectation were not fulfilled,
there would be severe criticism both from the Mine
Workers' Association and the Miners' M.P's particularly
in view of the continued heavy accident rate.

It was

not expected that the Second Reading would be opposed;
but, owing to the dimensions of the Bill and its
technical nature, the Committee Stage would necessarily
take a considerable time;

and, in order to secure

its

passage, it would be necessary for the Bill to be
introduced quite early in the new Session.

The

Departmental work preliminary to a first draft of the"
Bill had been completed, but Parliamentary Counsel,
who were working under exceptionally heavy pressure had
not been able to begin

work on the Bill.

The President therefore asked that authority
might be given for the drafting of the Safety in M i n e s "
Bill to be undertaken by the Parliamentary draftsmen
when they had disposed of emergency legislation, and

after

the h o l i d a y s , with a view to i t s

by the Committee o f Home A f f a i r s .

consideration

T h i s a u t h o r i t y was

n o t sought i n order t o g a i n any s p e c i a l p r i o r i t y

for

the B i l l , b u t s o l e l y i n order t h a t the B i l l might he
ready f o r i n t r o d u c t i o n e a r l y i n the new S e s s i o n ,

should

the C a b i n e t d e s i r e t o i n c l u d e S a f e t y i n Mines
l e g i s l a t i o n i n the K i n g s Speech.
8

The Cabinet gave the P r e s i d e n t the
asked f o r .

authority

7.

The Cabinet had under consideration a

Memorandum by the President of the Board of Education
( C P . 163 (39)) asking for a decision by his
colleagues on the institution of a National Badge for
physical proficiency - in advance of consideration, of
a Memorandum he had prepared on the subject of future
policy for the promotion of physical training and
recreation in England and Wales.
The need for a National Badge Scheme on a
voluntary basis in this country had been urged from
many quarters, and the President believed that the
incentive to training which it would provide would do
much to raise the standard of physical fitness,
particularly in youth.

His special reason for asking

for a decision on this aspect of his proposals as a
matter of urgency, was that the Army Sports Control
Board, who had examined the Scheme in detail, were
anxious to make the winning of the Badge the main
objective of physical training in the new Militia.
A Handbook for issue to Militiamen, which included
details of the Badge, was already in proof, and its
issue was being held up pending a decision on the
question of principle.

So far as the present

financial year was concerned, any expenses in
connection with the adoption of such a scheme could be
met out of Subhead L. of the Vote of his Department.
Thereafter, it was estimated that £15,000 a year
would cover the cost of organising and administering
the Scheme.

THE PRESIDENT OP T H E BOARD OP EDUCATION said
that the badge proposed was intended to set a standard
which should be capable of attainment by all young
people who took up the physical fitness movement seriously.
He had reached the conclusion that the National Badge Scheme
would provide an important incentive.
Since the Memorandum had been circulated to the
Cabinet, however, the Secretary of State for Scotland had
informed him that the Scottish Fitness Council entertained
some doubts as to the wisdom, of adopting the badge.

As he

thought it was desirable that England and Scotland should
work on the same lines in this matter, he was not therefore
asking for an immediate decision.
THE SECRETARY OF STATE FOR SCOTLAND said that the
Scottish Fitness Council were some months ago rather averse
to the idea of a National Badge.

In particular this view was

held by the Labour Members of the Council.

On the previous

day they had again considered the matter on learning of the
present proposal and had expressed a wish for full consultation
with the English Council before reaching a decision.

He

would, therefore, like an opportunity to discuss the matter
with the President of the Board of Education.
THE MINISTER OF LABOUR said that the Scottish
Trades Union Congress took the view that men who obtained
the badge would get preference in employment.
THE PRESIDENT OF THE BOARD OF EDUCATION expressed
the hope that the Secretary of State for War would, if
possible, defer adopting the system for the Militia as it
was desirable $hat it should not seem to originate from $
military sources.
The Cabinet agreed:
.

J

To defer a decision on the proposed
National Badge Scheme.

-
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TM INDIAN
FEDERATION.

8c

The Cabinet had before them a Memorandum

by the Secretary of State for India ( C P . 169 (39))
Negotiations
with the
(Indian States
as to the
Terms of their
Accession.

containing an account of developments since the
proposed terms for the accession of the Indian States
to Federation were communicated by the Viceroy on
the 27th January, 1938, to all Rulers eligible to

(Previous
Reference:
Cabinet 35 (38)
Conclusion 5 . )

accede, in accordance with the Conclusion of the
Cabinet referred to in the margin, together with
certain proposals with regard to future policy on
which the Viceroy and the Secretary of State were
agreed.
The proposed terms of accession had evoked
considerable criticism from the Princes and, in
particular, the Nizam of Hyderabad had already
intimated his unwillingness to accede on the terms
proposed.

There was also likely to be considerable

criticism from British India when the proposed terms
of accession were published, on the ground that they
were over-generous to the Princes and did not provide
for Federation on a basis of equal distribution of
obligations as between the Provinces and the States. There
was some

reason to hope, however, that the Princes

might revise their first impressions of the Federal
offer before 1st September, 1939, the date on which
their replies to the Viceroy's communication were due,
and that the opposition to Federation in British
India would thereby also be reduced.
The Viceroy and the Secretary of State
were agreed that the existing situation did not call
for any immediate revision of policy.

An undertaking

had been given to Parliament that a White Paper would
be laid on the subject after the Princes' replies had
been received but It was felt that this Paper

should

not be laid until time had been given for a cool
consideration of the collective opinions of the States,
- 25 

and possibly for some

further discussions with Rulers,

should they desire thens
THE SECRETARY OF STATE FOR INDIA said that he was
sorry to have circulated such a lengthy Memorandum to his
colleagues.

He thought, however, that the Cabinet should

be aware of the position,
THE SECRETARY OF STATE FOR HOME AFFAIRS said that
he was somewhat apprehensive as to paragraph

7 of the

Report, in which it was stated that it would be misleading
to renew, in the terms used in previous reigns,the
unqualified assurance that the rights of States were
"inviolable and inviolate." Was this altogether consistent
with previous declarations of Government?

As regards

the prospects of Federation generally, he thought that
the Princes would only be brought into the Federation
as the result of either fear or coaxing.

He thought

it would be desirable to avoid a direct issue with
the Princes over Federation, and to allow time to
play its part.
THE SECRETARY OF ST^TS FOR IHDIA pointed out
that the Memorandum was, of course, prepared for the
secret information of the Cabinet.

The precise terms

of the statement made in regard to States
set out in Annexure 4 to C P . 169 ( 3 9 ) .

1

rights was

In this statement

the position had been made quite clear to the Princes.
It was inevitable that^ if the Princes came into Federation,
gome of the existing Treaties - made in some instances
as long as a century ago-^oould not be maintained in
definitely.

As regards the statement of the conference

of Princes and Ministers assembled at Bombay, quoted in
paragraph 3 of

-his Memorandum, he had no doubt that this

was drafted with the intention of obtaining concessions
from His Majesty'c Government.

TEDS SECRETARY OP ST-TE POR FOREIGN AFFAIRS said that
his only co-irnent was that he did not perhaps take so
dispassionate a view of the possibility of a breakdown
on the Federation issue.

He thought that it was very

desirable to avoid such a breakdown in the near future and
that every reasonable concession should be made to this
end.

He had always thought that the Princes would be

induced to enter Federation by coaxing rather than by fear.
He drew attention to the words of the Nizam of Hyderabad
quoted on page 19 of C P . 169 (39) beginning "The
officials who administer my laws are my servants........."
He thought that this point of view had much support and
asked whether it would be possible to allow the officials
of the Princes to perform certain functions for a period
of years notwithstanding that such functionswere outside
the scope of their duties as defined in the Federation
scheme.
THE SECRETARY OF STiiTS FOR INDIA said that the
Princes had been given an opportunity of administering
certain Federal arrangements through their own officers
to the same extent as the Provinces.

He thought it was

difficult to put the Princes on a different basis from
the Provinces in this matter.
THE HOME SECRETARY said that he was most anxious
that a direct issue should not arise on Federation that
Autumn aad-would, be- prepa-r-ed to ooa^mplato oufos-tant-iajr
t

eo+xce-ssiono to a-v-oid thio happening.

At the oamo ti-me^

Concessions must not be made which would arouse ^e*Ae*b*
epg^s-itiQHs. from British India.
THE SECRETARY OF STATS FOR INDIA said that he had
no intention of allowing a crisis in the matter of the

f

Issue of Federation to be precipitated in the immediate
future, even if the Princes declined the offer which we
had made.

If this happened, the Viceroy proposed to

have discussions with individual Princes and leaders of
public opinion in India.

These discussions would last

for some considerable time.
The Cabinet took note of the Secretary
of State for India's Memorandum
( C P . 169 (39)).

9.

The Cabinet had before them a Note by the

Minister for Co-ordination of Defence ( C P . 162(39)),
circulating for the information of his colleagues a
Report by the Advisory Committee on Trade Questions
in Time of War, on the subject of Economic Measures
to restrain Japan from further action inimical to
British interests in the Par East ( C I . D . Paper No,
1 5 7 5 - B ) , together with the relevant extract from the
draft Minutes of the 370th Meeting of the Committee 9f
Imperial Defence (Minute l ) .
In his Note the Minister stated that the
Committee of Imperial Defence had taken note of the
Conclusions of the above Report, and had agreed that
the Report, together with the Minutes of the discussion,
should be forwarded to the Cabinet for information.
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
raised the question whether copies of the Report
should be sent to the Dominions and to the Government
of India, in order that they might study the matter.
He also thought that it might be useful to convey the
gist of it to the United States Government and to the
French Government.
In the discussion which ensued it was
pointed out that no decisions had been reached on the
Report by Ministers.

The Paper therefore represented

no more than an examination on certain lines of what
economic measures could be adopted to restrain Japan
from further action inimical to British interests,
and tried to anticipate the results of these measures.
The view was expressed that if we were to communicate
the gist of the Report to the French Government or
the United States Government before we had arrived at

—

any decisions ourselves on the matter, the result was
not likely to be helpful and might lead to difficulties

oar

It was pointed out by THE MINISTER OP HEALTH
that the India Office had been represented on the
Committee, and that the views of the Government of India
were stated in paragraph 29 of the Report.
After discussion it was agreed:
(l)

That copies of the Report should be
sent to the Governments of the
Dominions and of India for their
information only, with an explanation
that no decisions had been reached on
the Conclusions of the Committee and
that we were not at the present time
asking for the views of the Governments
of the Dominions and of India on the
matter:

(2)

That the gist of the Report should not
be communicated to the French and
United States Governments.

on f

THE GERMAN ARMY.

10*

The Cabinet had before them a Note

by the Minister for Co-ordination of Defence
Its Present
Strength and
Possible Rate
of Expansion in
Peace and War.

(CP.

171 (39)), circulating for the information

of his colleagues a Report, prepared by the War
Office in collaboration with the Industrial

(Previous
Reference:
Cabinet 22(38)
Conclusion 1 2 ) .

Intelligence Centre, on "The German Army Its Present Strength and Possible Rate of
Expansion in Peace and War" '(C.I.D. Paper No.
1571-B), together with the relevant extract
from the draft Minutes of the 370th Meeting of
the Committee of Imperial Defence (Minute 1 1 ) .
The Cabinet took note of this Report.

0 4V'"'

0 "0 6

GERMAN
AIRCRAFT
INDUSTRY.

11.

The Cabinet had b e f o r e them a Note b y

1

(devious
Reference:
Cabinet 2 4 ( 3 9 ) ,
Conclusion 7 ) .

the M i n i s t e r f o r C o - o r d i n a t i o n o f
(CP.

Defence

1 7 0 ( 3 9 ) ) , c i r c u l a t i n g f o r the

information

o f h i s c o l l e a g u e s a Memorandum, p r e p a r e d by t h e
I n d u s t r i a l I n t e l l i g e n c e Centre i n
w i t h the A i r S t a f f
German A i r c r a f t

collaboration

( I n t e l l i g e n c e ) , on "The

I n d u s t r y " ( C I . D . Paper No.

1569-B), together with the r e l e v a n t e x t r a c t
t h e d r a f t Minutes o f

the 370th Meeting o f

from

the

Committee o f I m p e r i a l Defence (Minute 1 0 ) .
The Cabinet took n o t e o f t h i s R e p o r t .

RESPONSIBILITY
POR NATIONAL
SERVICE.
(Previous
Reference
Cabinet 51
(38), Con
clusion LX. )

12.

THE CHANCELLOR OP THE D-U-CHY GJ? LANCASTER 

reminded his colleagues that when the Lord Privy Seal
was appointed, he assumed immediate responsibility
for determining, in consultation with the Departments
concerned, the arrangements to be made for National
Voluntary Service (See C P . 243 (38)).

The recruiting

campaign had been conducted by the Minister of
Labour, but the Lord Privy Seal had remained
responsible for general policy.

Now that the

co-ordinated appeal for all the Defence Services had
fulfilled its task, it was proposed that central
National Service publicity should cease, and that
effort should b e concentrated on individual campaigns
for particular localities and particular services
in which deficiencies needed to be made good.

That

position having been reached, it was thought that
the moment had come to relieve the Lord Privy Seal
of general responsibility for National Service
policy, leaving him with responsibility for the
Civil Defence Services only.

Each Minister would

carry out the recruiting campaign for his own
Service,and any necessary co-ordinating work would
be done by the two Man-Power Committees of the
Committee of Imperial Defence, of which he (the
Chancellor of the Duchy of Lancaster) was Chairman.
This matter had been considered at a Meeting of the
Man-Power (Policy) Committee of the Committee of
Imperial Defence on the previous day and the scheme
outlined above had been approved by the Ministers
concerned.

He thought, however, that as this

involved altering an arrangement made by the Cabinet
in the previous Autumn, his colleagues should be
aware of it.
The Cabinet took note of this statement
and approved the arrangements proposed.
- 33 

-ARRANGEIffiJNTS
T*OR THE
RECESS.

13.

THE PRIME MINISTER said that, provided the

Government carried their Motion that afternoon,
arrangements would he made for the House of Commons

(previous
Reference:
Cabinet 39
(39), Con
clusion 1.)

to re-assemble on the 3rd October.

power would, of

course, be taken to recall the House earlier in case
of necessity.
The Prime Minister said that he thought he
should give his colleagues certain information as to
his own movements.

Early in the following week he was

going to the North of Scotland, but he would be able to
return to London, if necessary, in a few hours.

If all

was well, he intended to stay there until the night of
the 21st August, when he would return to London for a
day or so.

He thought it was probable that he would

invite those members of the Cabinet who were within
easy reach of London to attend a Meeting of Ministers
on August 22nd.

U n l e s s , however, there was some special

reason, he did not propose to invite those members of the
Cabinet who were at a great distance from London to
attend a Meeting on that date.
His movements thereafter depended on the state
of affairs.

If all was well, he proposed to return

to Scotland and to remain there until some date in
September.

He would communicate to his colleagues

as soon as possible the date in September when normal
weekly Meetings of the Cabinet would be resumed.
The Prime Minister expressed the hope that, all
his colleagues would have a really good holiday.
In saying this he was also thinking of the Civil
Service, which had worked under exceptional pressure
for a very long time.

It was of the utmost importance

that Civil Servants should also have a good holiday, so
that they could return with renewed energy.
The Cabinet took note of. this
statement.

Richmond Terrace, S.W.1.
2nd August, 1939.
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Meeting of the Cabinet to be held at No.10 Downing
Street, S.W.I., tomorrow TUESDAY, 22nd AUGUST,
1939, at 3 p.m.

AGENDUM.
THE INTERNATIONAL SITUATION.
(Reference Cabinet 40

(39) Conclusions 1 to 4 ) .

It may be convenient to refer to the following
recent telegrams on the international Situation:Berlin.
Prom - 3S8
430
451
433

of August 16th.
"
18th.
.19th.
"
20th.
11

Warsaw.
Prom - 262
263
278
260
261
272

To

of August 15th.
"
16th.
"
19th.
it
it
it

15th.
15th.
18th.

Danzig:.
Prom - 132
136
137

of August 16th.
"
18th.
"
20 th.

Rome.
Prom

To

618
625
826
629
630
- 326

of August 18th,
"
20th.
II
20th,
II
20th.
n
20th.
"

19th.

From - 1059
To



of August 18tho
"

511
518
516

11

"

(Signed)

17th.
17th.
18th.

E.E. BRIDGES.

Secretary to the Cabinet.

Richmond Terrace, S.W.I.
21st August, 1939.
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THE INTERNATIONAL
SITUATION.

1.

THE PRIME MINISTER said that he ?;as sorry to

have to recall the Cabinet in circumstances which

Turkey.

could only be described as graven

He asked the

(previous
Reference:
Cabinet 40(39
Conclusion 3)

Foreign Secretary to give an account of the
position.
THE FOREIGN SECRETARY said that, while the
Cabinet would wish to devote most of the time
available to considering the situation vis-a-vis
Germany, it might be convenient that he should
explain briefly the position in regard to certain
other matters.

He would deal first with Turkey.

Since the last meeting of the Cabinet, the
draft of the tripartite Treaty had been agreed with
the French and had been sent to the Turkish
Government, whose views were awaited.
We were also still awaiting the views of
the Turkish Government in regard to the financial
and economic negotiations.

He thought that it

was of the utmost importance that we should
despatch to Turkey forthwith whatever war
material was available, even if the proper procedure
had not been complied with.

He hoped that the

Cabinet would be willing to leave this matter to
be settled in consultation between the Treasury and
the Foreign Office, subject to the general principle
which he had stated.
THE CHANCELLOR OF THE EXCHEQUER agreed that
red tape must be cut out.

There was, however,

one point of difficulty-, in regard to which he was
writing to the Foreign Secretary.
The" Cabinet agreed to the procedure suggested.

THE INTERNATIONAL
SITUATION.

2.

THE SECRETARY OP STATE POR

FOREIGN AFFAIRS said that the AngloPOLAND.

Polish Negotiations were going well.

(Previous reference: The Polish legal adviser was in London
Cabinet 40 (39)
Conclusion 2 ) .
and the only points at issue were
relatively small matters with which he
would not trouble his colleagues^^
The Cabinet took note of
this statement.

-
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THE INTERNATIONAL

3.

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS

said, that, after discussion with Mr. Strang on his

Ruseis*

Political
jKegotiatione.
[(Previous
[Reference:
[Cabinet 40
( 5 9 ) Con
[elusion l.)

return from Moscow, he had, with the Prime Minister's
approval, sent a telegram on 17th August to Sir
William Seeds containing four alternative formulae
defining "indirect aggression" under Article I of
the draft Treaty.

He had authorised Sir William

Seeds to resume political discussions with M. Molotoff
in whatever way he thought best.

Sir William Seeds

had reported, however, that he and his French
colleague proposed to await the resumption of the
Military Conversations before approaching M. Molotoff
on these lines.
MilitaryMission.

At the outset the Military Conversations had
proceeded very amicably.

Rather over a week ago,

however, the Soviet Government had enquired whether
we could obtain permission from Poland and Roumania
for Russian forces to operate through those countries
in case of war.

Otherwise, in the Soviet Govern

ment's view, it would be useless to continue the
conversations.

It had been suggested by Marshal

Voroshiloff that the British and French Governments
should approach the Polish and Roumanian Governments
on this matter.

It had been decided to approach

the Polish Government only in the first instance.
The Chief of the Polish General Staff had replied
to a n enquiry from the French that the entry
of Russian troops into Poland

would provoke a German declaration of war.
She British Ambassador in Warsaw and his Military
Attache" in their turn had approached the P o l e s , who
had repeated their objections, and had stated that
in their view the Russian objective was to find
an excuse to occupy polish territory permanently.
Colonel Beck had, however, said that the Polish
attitude might be modified if war broke out.
L a t e r , the British and French Military Attaches
had again seen the Polish Chief of Staff who,
without abandoning his objection to the entry
of Soviet troops, had said that the Polish General
Staff would be prepared to consider a Memorandum
regarding military co-operation with the
Soviets, based on the Staff Conversations in
Moscow.

The French Government had apparently

interpreted this as authorising them to give
Marshal Voroshiloff an affirmative answer on the
question of principle, and M. Daladier had
instructed the French Mission in Moscow on 21st
August to comiiiunicate accordingly with Marshal
Voroshiloff.

It was not known, however, whether

such an answer had actually been given to the

I
Soviet representatives.
The Secretary of State for

Foreign

Affairs said that he had been asked to authorise 
a similar statement;, but had not felt it right to
do so.
The Foreign Secretary then referred to
telegram N o . 9 from the Military Mission, which
stated that the French Government had
Instructed

General Doumenc to tell the Soviet

Government that Prance's answer to the Soviet
question as to right of passage through Polish
territory was ' Y e s , as soon as Poland is at war
1

with Germany *

He had been asked whether it could

be assumed that we agreed.

The Foreign

Secretary said that he had not thought it right
to send any answer to this question.

He thought

that we should not do so until we knew more about
the real meaning of the German negotiations with
the Soviet Government.

Accordingly, a telegram

had been despatched to Sir William Seeds that
morning instructing him to see M. Molotoff, and
to ask the meaning of the negotiations and how
we stood in the matter.
Reference was then made to telegram
No.8 from the Mission, which the Prime Minister
read out to the Cabinet, according to which
the Conference was adjourned sine die.

This

did not seem altogether consistent with the
question raised by the Mission in telegram No.9.
Reference was also made to telegram No,359
from Washington, in which the United States
Under Secretary of State reported certain
conversations between the German Ambassador
in Moscow and M. Molotoff.
In reply to a question, the MINISTER FOR
CO-ORDINATION OF DEFENCE stated that in the course
of the Staff Conversations we had given the Soviet
Government certain secret information as regards
our plans on the Western Front, but only in general
terms.

The French had given a good deal more

detailed information.
-5
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THE SECRETARY OF STATE FOE HOME AFFAIRS
suggested that we might "be able to turn, the GermanSoviet Pact to good account in connection with our
Far Eastern policy..

He referred in particular to

the statement contained in Telegram No. 3 5 9 from
Washington that M, Molotov thought that the
conclusion of an agreement with Germany ought to b e
made subject to the cessation of any direct or
Indirect encouragement of Japanese aggressive
tendencies in the Far East,
THE SECRETARY OP S T A T E FOR FOREIGN AFFAIRS
agreed^

He thought that the conclusion of the Pact

might also be helpful to us in our dealings with
Spain.
THE CHANCELLOR OF THE EXCHEQUER ashed whether,
if the reports in the Press that a non-aggression
Pact had been signed were true, our military
conversations in Moscow could continue.
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
said that, if the Pact of non-aggression meant thatRussia pledged herself to remain neutx-al in a war
in which Germany

was involved, it

seemed evident

that no useful purpose would be served by continuing
the military conversations.
It was pointed out that, according to the
reports from the Russian side, no definite arrangement
had been made and that there might be a good deal

of discussion after Herr Ribtoentrop had reached
lioscow.

It had been reported from one quarter that

the move was an attempt to force oxxr acceptance o£
the Russian terms.
In reply to a question, the Foreign Secretary
said that the effect on Poland had been to confirm
their suspicions of Russia.

It would certainly

not make Poland more inclined to accept Russian
assistance.

He thought that if it was true that

a German-Soviet Pact had been concluded, this was perhaps
jmt of very great importance in itself.

Nevertheless,

the moral effect of the conclusion of such an
agreement at the present time would be very great.
The Cabinet took note of this statement.

INTERNATIONAL
SITUATION (Contd. )

4.

THE SECRETARY OP STATE POR FOREIGN

AFFAIRS said that the discussions at Tokyo
The Par East.
(previous Reference
Cabinet 40 (39)
Conclusion 4.)

on purely local Tientsin issues had proceeded
fairly satisfactorily.
reached agreement.

.7e had in effect

The Japanese Government

had been informed of our readiness to hand
over the four men.
however

3

Habeas Corpus proceedings

9

had now been started and the actual

transfer of the men to the Chinese Court had
been delayed.
On the larger economic issues

s

we had informed the Japanese Government that
we could not conclude a bilateral agreement
with them since other Governments were concerned.
The United States Government were pleased with
this reply.

Nevertheless

9

he feared that

we should find ourselves in some difficulty
with the Japanese Government.

He had set

out the points at issue in his Memorandum on
the Far Eastern Situation ( C P . 178 (39)).
This paper contained certain suggestions as to
the action wnich we should have to take if the
Japanese broke off the negotiations

or

9

resumed the blockade of the Tientsin Concession
in an intensified form.

He did n o t

9

however,

ask for any decision on these matters at the
present stage.
The Cabinet took note of this Statement.

THE INTERNATIONAL
SITUATION
CONTINUED.

5.

THE SECRETARY OP STATE POR FOREIGN AFFAIRS

DANZIG and
GERMANY.

Danzig disputes was somewhat improved.

said that the position in regard to the local

Herr Burckhardt. the League Commissioners, had
(Previous
reference:
Cabinet 4 0 ( 3 9 ) ,
Conclusion 2 ) .

seen Herr Hitler on 11th August and had had a
long discussion with him.

Herr Hitler had not

talked very much about Danzig itself

8

but had said

a good deal about the unreasonableness of the
Poles, and how necessary it.was that Germany
should have grain and timber.

Herr Hitler h a d

s

in effect, said that he did not want war but that
if war came the responsibility would not be his.
On his return Herr Burckhardt had
succeeded in settling the disputes about the
customss and about the margarine factory.
meantime

9

In the

since about the 12th August j, the

German Press had become more heated. mainly
on the question, of the German minorities in
Poland.
In Telegram No. 368 of 16th August
Sir Nevile Henderson had reported a long
conversation with Herr Weizacker.

On the 18th

August we had sent a telegram to our Ambassador
in Warsaw (No. 272) in which we had urged him to
appeal to Colonel Beck that there should be some
discussion with Germany of the minority problem.
The Poles had taken this quite w e l l

s

but it did not

appear to have had any very definite results.
seemed that the minority question was now the
centre of the problem.

It

A t t i t u d e ot
Italy. Our
Policy t o
Italy.

The Foreign Secretary referred to the meeting
at Salzburg between Herr von Ribbentrop and
Count Ciano.

This meeting was pretty evidently the

result of some indication given by Signor Mussolini
to Herr Hitler that he did not want to be dragged
into war.
Count Ciano had then seen Hurr Hitler at
Berchtesgaden and had been less stiff than he had
been with Herr von Ribbentrop
told by Herr Hitier

fi

s

because be had been

according to the reports which
i*j*sr-*L

ISS^-S

-

reached u s , that Danzig wws a luial affair which
would not occupy much time., and that Italy was only
asked to maintain a supporting position on the flank.
Sir Percy Loraine
Rome

s

in his telegrams from

s

(especially telegrams 628, 629 and 630) had made

it clear that there was a strong feeling in Italy
against being dragged into a war by Germany.

He

thought that Sir Percy Loraine had dealt with the
position admirably.

A telegram had been sent to him on

the 19th August (telegram 526 to Rome) suggesting that
he should send a further message on behalf of His
Majesty's Government to Signor Mussolini.
The Foreign Secretary said that this raised a
further point, namely that it was desirable that we
should take an early opportunity of reviewing our
policy in regard to Italy

a

in the event of a war

breaking out and of Italy attempting to remain neutral.
A telegram had been despatched to Paris in order to
make sure that the French would not take any strong

t5 di

5

action against Italy on the outbreak of war which would
prejudice the position, and a satisfactory reply to
this telegram had been received.
The Cabinet agreed that this matter should b e
reviewed at an early date by the Committee of Imperial
Defence (Defence Plans (Policy) representation).
Proposed
letter to

The Foreign Secretary said that he had explained

Herr Hitler, the line of approach which it was proposed to make to
the head of the Italian G-overnment.
German Government

t

In regard to the

there was a good deal of

informations, from a number of sources, to the effect
that Germany proposed to attack Poland, and the dates
25th to 28th August had been mentioned.

If these were

Germany's intentions they were probably based on the
assumption that if they attacked Poland they would win
a speedy victory, and that other Powers would not
interfere.

He thought that the Prime Minister would

wish to explain what had been proposed in regard to an
approach to the head of the German Government.
THE PEIME MINISTEE said that a good deal of
information had b e e n received as to the probable
action of the German Government, and of the steps, which
we must take if we were to stop them.
The Prime Minister referred in particular to
telegram No. 430 from Berlin, the second paragraph of
which he read to the Cabinet.
The two points which arose from the telegram were:First, should he send a personal letter to
Herr Hitler?

and

Secondly, should the letter b e taken b y a
special emissary?

The second point was in line with suggestions which had
reached us from a number of sources, including
Herr Burckhardt.

It had been suggested that Herr Hitler

would like to idiscuss the matter with an Englishman
who could speak German and it had been suggested that
a soldier would be acceptable.

As against this other

information was to the effect that Herr Hitler fully
realised our attitude in regard to Danzig,, and that he
was likely to be only irritated by the continued repetition
of our views.
The suggestion that General Ironside should act
as a special emissary had been considered,,

It was

felt, however, that if a letter was to be sent it would
be necessary to make some suggestions as to how the
dispute could be settled, otherwise than by force.
This was likely to lead to some enquiries from Herr
Hitler as to what kind of suggestions we had in mind
and it was obviously necessary, therefore, that any
emissary sent should be capable of dealing with very
delicate negotiations *

After consideration of various

possibilities he had come to the conclusion that
General Ironside would not be the right emissary in the
circumstances.
So far, the Prime Minister continued, he
had dealt with the proposal in the light of the
situation as it existed before the reports of the
Russian negotiations with Germany.

According to the

reports in the Press, these negotiations had been

carried o n , in secret

s

since as long ago as June last.

Whether or not this was the case

s

it was difficult

to reconcile the action of the Russians, in
starting these negotiations without saying a word
to u s , with good faith on their part.

It was most

significant that the negotiations were regarded in
3erlin as having removed the danger of war.

The

view was now taken in Germany that it was impossible
for Great Britain to save Poland, and that we
should make no attempt to fulfil our obligations.
The Prime Minister called attention to a
telegram from Warsaw (No 284) in which Colonel Beck
0

was reported as saying that this latest
development had not changed the situation
substantially.

Its importance lay in whether it

affected the determination of the French.and
ourselves to carry out our obligations.
The Prime Minister said that, in his view,
it was unthinkable that we should not carry out
these obligations.

He thought that an announcement

should b e made on behalf of the Government that
evening that, whatever might be the nature
of the arrangement made between Germany and
Russia, it made no difference to our obligations
to Poland and to our determination to support
Poland.

Recall of
parliament.

THE PRIME MINISTER also said that he
thought that parliament should he recalled on
Thursday, and that "both Houses should he invited
to pass the Emergency Powers (Defence) Bill
through all its stages on that day.

The passage

of this Bill would give us power to make the
necessary Regulations, as and when required, hut
the Regulations would not he made until the
situation demanded.
This course was agreed to.
THE PRIME MINISTER also thought that
certain other measures should he taken by way of
preliminary steps towards mobilisation.

He

thought that, provided we took these s"oeps, there
was no reason why the proposal to send a personal
letter to Herr Hitler should not be carried out.
On the other hand, it was clear that the letter could
not be sent unless the steps which he had indicated
were first taken.

Otherwise it would be thought

that the letter was sent as a result of the reported
agreement between Russia and Germany.

In these

altered conditions he felt that the letter should be
passed through the ordinary diplomatic channels, and
not carried by any special emissary.
The Prime Minister then read a draft of the
proposed letter to Kerr Hitler.
In the discussion which ensued, the
following points were made.
Who should be informed of the despatch of
the letter?

The Prime Minister said that his

intention was to send a copy to Signor Mussolini, in
view of his somewhat special position, and to tell
the French and Polish Governments of the action
taken.
It was suggested that, if copies were sent
to other persons, it would make it more difficult
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for Herr Hitler to accept the proposals in the
letter.

On the other hand, if no communication

on the subject was made to Prance or Poland and the
fact that we had made a communication became public.
we should be accused of going behind their backs and
of betraying the Poles.
'The question was asked as to what information
it was proposed to give to the H u s e of Commons
0

on the matter.

THE PRIME MINISTER said that he

proposed to tell the Leader of the Opposition, but not
to tell the House of Commons until there v/as some
public reaction which made this course desirable.
THE FOREIGN SECRETARY suggested that it
v/as not necessary to do more than to tell the Poles
and the French the gist of the message, but that the
position in regard to Signor Mussolini v/as rather
more complicated.

A suggestion had been made in

Telegram No. 326 to Rome that Signor Mussolini might
make an approach to Herr Hitler on certain lines.
It would be awkward if Signor M ssolini were to make
u

such an approach to Herr Hitler and v/ere then to find
that we had communicated directly with Herr Hitler
without his knowledge.
In further discussion the point was made
that the contents of the draft letter to Herr Hitler
amounted to little more than a restatement of our
position.

It v/as suggested that all the Prime Minister

need say to Parliament on the matter was to restate
the position and to say that we had taken steps to
make sure that the German Government understood our
reaffirmation of the position.

Q' 9' fl
OOd
i

This course was generally approved.
The discussion then turned on the time
factor.

It was explained that, according to

information that had been received;, it was desirable
that the letter should be sent in the course of the
next two or three d a y s
useful purpose.

s

if it was to serve any

It was proposed to telegraph the

letter to Sir Nevile Henderson and to ask him to
take it to Herr Hitler on the next day.
This in turn led to some discussion whether
it was wise to drop the proposal for a special
emissary.

THE FOREIGN SECRETARY said that he was

disposed to drop the idea of a special emissary,
partly on account of the time factor and partly on
account of the difficultjr of finding a suitable
emissary at short notice.
In regard to the text of the letter one
or two comments were made and an amendment to the
final paragraph was agreed to.
At a later stage of the Meeting the
Foreign Secretary said that a telegram had just been
received from Mr. Shepherd, our Consul at Danzig
(No. 1 4 2 ) .

Mr. Shepherd said that he had had a

visit from Herr von Schwerin who had come to Danzig
at the request of Herr Weizsaeker.

I

n

the latter's

opinion, it was most important that we should send
a letter by special emissary to Herr Hitler on the
23rd or 24th August.

The Foreign Secretary asked the authority
of the Cabinet to vary the conclusions which had
been provisionally reached in the light of this
further information.
This was agreed to.
Some further discussion then took place
in regard to the advisability of sending a personal
letter to Herr Hitler.
THE SECRETARY OF STATE POR THE COLONIES^ fk^
asked what would be the effect on Herr Hitler if
he realised that the gist of the letter to him
had been communicated to Signor Mussolini and to
the French and Polish Governments,

Would he not

feel that he had been put in a position which made
it much more difficult for him to withdraw? ^
In the course of the discussion which
ensued, the FOREIGN SECRETARY said that he thought
that any steps which we took to make our attitude
clear to Herr Hitler were to some extent open to
this objection.

The sending of a personal letter

to Herr Hitler had, however, three countervailing
advantages - first, that it contained the element of
a personal appeal; secondly, that it was harder
for Herr Hitler to ignore a letter addressed to him
than to ignore public statements made by
representatives of this country, and, thirdly, there
was some advantage in having our statement publicly
on record.
THE SECRETARY OF STATE POR THE COLONIES
said that he thought the arguments were evenly
balanced and that he did not wish to press the
point of view which he had mentioned.

The Cabinet agreed:
(i)

That Parliament should he summoned to meet on
Thursday, 24th August.

(ii) That both Houses of Parliament should h e
invited to pass the Emergency Powers
(Defence) Bill through all stages on the
24th Augusta
(iii) That a statement should he issued to the B.B.C.
and to the press on the conclusion of the
meeting announcing 
(a) the decisions recorded under (i) and
(ii) above.
(b) the general nature of the farther measures
of a precautionary character being
taken by Departments (see Conclusion
6 below)o
(c) that the conclusion of a non-aggression
pact between the German and Soviet
Governments would not affect
His Majesty's Government's obligation
to Poland and their determination to
fulfil it;
and that the drafting of this statement
should be left to the Prime Minister in
consultation with a few of his colleagues.
(iv) That our policy in regard to Italy in the event
of war breaking out and Italy attempting to
remain neutral should be further considered
by the Committee of Imperial Defence (D.P.(f?)
Representation) at an early date.
(v) To authorise the despatch to Herr Hitler of a
personal letter on the lines of the draft
read to the Cabinet.
(vi) That it be left to the discretion of the
Prime Minister and Foreign Secretary to
determine the best method of sending this
letter to Herr Hitler.
(vii) That the gist, but not the text, of the
letter should be communicated to Signor
Mussolini and to the French and Polish
Governments.

6.

Arising out of the discussion on the previous

item, some general discussion took place in regard to
our Defence Preparedness.
THE SECRETARY OP STATE POR WAR thought that the
step which would carry most weight with Eerr Hitler
would he general mobilisation.
General agreement was expressed with the view
that it was desirable that we should take a number of
measures which, in the aggregate, would create a
strong effect.

It was pointed, out that the decisions

to recall Parliament and to pass the Emergency Powers
(Defence) Bill in one day would create a considerable
impression.

The view was generally expressed, that

it was desirable to make it clear that we were taking
measures preparatory to mobilisation.

On the other

hand, since no other Power had announced mobilisation,
though in fact many of them had mobilised, it was
undesirable to put our announcement in such a form as
to allow it to be said that we were the first Power
to give effect to general mobilisation.
Some discussion ensued as to the procedure to
be adopted, in dealing with the further Defence measures
to be taken.

It was pointed out that the Report

of the Standing Committee on the Co-ordination of
Departmental action on the Outbreak of V/ar ( C P ,
179 (39)) had been prepared the previous day, before
the news of Germany's negotiations with Russia had
been received, and the view was expressed, that the
recommendations contained, in that Report should be
supplemented in a number of directions.

The view was also expressed that it would he
difjficuXt -for the Cabinet to deal i n xletail w i t h ell
the. measures which m i g h t bf involved, '
In this connection., THE MINISTER FOR GC-QRDINATTOIT
OF DEFENCE explained that the Chiefs of Staff had
prepared a Report, dealing with a number -of other
measures,, which had not yet been circulated to
Ministers,
-After further discussion the Cabinet decided
'

.'

,

to deal, immediately with the re commendations set out
in the draft Minutes of the Meeting of the Standing
/

Sub--Ocm.-ittoe on the C^-ordination of Departmental
Action on.the Outbreak of War.

The Cabinet went.

ihrough this Report item by item.

Tho Conclusions

reached, are set- out in Anneaes^, stuck B tor these..Minuies*
The Cabinet also decided:
(l) That a Committee should be set up
composed as follows:The Minister for Co-ordination of
Defence (Chairman),
The Chancellor of the Exehequar
(or l^epresontative),
The Secretary of State for Foreign
Affairs (or representative).
The Lord Privy Seal.
The Chan-rellor of the Duchy o f
Lancaster.
The First Lord of the-Admiralty.
- The".Secretary of. State for War,
Th^ Secretary of Stato for. Air.and
- T.he Minister -of Supply..
with the following terms.of
reference:'-"
To decide" what further measures should
be taken to increase our defence
preparedness, referring to the Prime
Mini.st.fir (or-the Cabinet) o n matters
of special,, importance.
\X) That this Committee should.be authorised
to-oo-opt other Ministers and to summon
expert advisens-as required,
-20
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DEFENCE
(FINANCE)
REGULATIONS,

7.

in the course of discu^^ion on these Regulations

lander the preceding Conclusion, THE CHANCELLOR OF THE
EXCHEQUER made a statement In regard to' certain action
which it might he necessary to take in the
course of the next two days,

A copy of the

statement on this matter is recorded in the
Secretary's standard file of Conclusions,y
The Cabinet took note of the statement
made by the Chancellor of the Exchequer,

It

r
J

f THE CABINET,

8.
it

THE PRIME MINISTER s a i d t h a t he
would he n e c e s s a r y

to c a l l h i s

t o g e t h e r a g a i n i n t h e c o u r s e of

but

i t was n o t y e t p o s s i b l e

the n e x t m e e t i n g .

thought

colleagues

the next few

to f i x

the

I n t h e meantime, he

date

of

assumed

t h a t h i s c o l l e a g u e s w o u l d remain a v a i l a b l e
very short

days,

at

notice.

The C a b i n e t took n o t e of t h i s s t a t e m e n t .

Richmond T e r r a c e , S . W . 1 .
22nd A u g u s t , 1939,

C A B I N E T DECISIONS O N MEASURES LISTED
TW A P P E N D I X "G" TO GOVERNMENT WAR B O O K
(ISSUE' DATED 31st AUGUST, 1939).

nfflSDULE I .
Serial .NQ..1.

Defence of the Suez Canal.
No further action to he taken at present.

Serial N o . S .

Completion for service of local defence^ destroyers^
minesweepers,, and.. trawlers.
and

Serial N o . 5 .

Preparations for Naval Mobilisation.
The First Lord of the Admiralty was authorised
to call up 5 ,000 further reservists by individual
summons, in order to find crews for ships now refitting.

Serial N o . 4 .

m

Coast Defence and Anti-Aircraft "CnttiA -AcThe Secretary of State for War was

Serial No..5.

(a)

authorised to call out Key parties of
all Coast Defence and Anti-Aircraft
units forthwith and

(b)

given discretion to call out the remainder
of the Coast Defence and Anti-Aircraft
units subsequently without further
reference to the Cabinet.

Reinforcement of garrisons in Malaya, Aden and Egypt.
Army Reinforcements.

(ft

(a) The Cabinet agreed that the Secretary of State
for War should have authority to carry out
certain minor moves (e.g. of field companies)
required to supplement the main reinforcements
which had already been moved, by agreement
with the India Office and the Foreign Office,
without further reference to the Cabinet.

-1
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^arsTEPULB I (CONT'D. ).
(b) Question of ttie move of a further Battalion
from Palestine to the Sudan.
It was explained that this move had not been
mentioned at the meeting of the Go-ordination
Committee on the previous evening.
The Cabinet:
( i) agreed that this further move should
be referred to the Ministerial
Committee of Defence Preparedness, and
(ii) took note of the request of the
Secretary of State for the Colonies
that the move of this Battalion
should not be decided upon without
consultation with him,

—

Royal Air Force Reinforcements.
The Cabinet agreed that the following moves
should be carried out:
1 Squadron from East Africa to the Sudan.
1 Squadron from Basra to Aden.
4 Squadrons from Iraq and Trans Jordan to
Egypt.
(it was recognised that this move would be
discouraging to Iraq, but it was generally
felt that the reinforcement of Egypt was of
greater importance.)
The Secretary of State for Air mentioned that
under the pre-arranged plan it was
contemplated that one Squadron now in
Basra should be replaced by a Squadron
from India. The Secretary of State for
India saw difficulty in carrying out this
move, and it was agreed that it should be
further discussed between the Ministers
concerned.
Serial No.6.

Requisition of a limited quantity of shipping in
anticipation of Army and Royal Air Force requirements.
The Cabinet authorised the Board of Trade to
obtain the necessary Requisitioning Powers by Order
in-Council.

(it was explained that there was no

need to publish the Order-in-Gouncil).

ROHBDULE I (CONT?D).
Serial No.7,*,

Calling up of defence Squadrons of Auxiliary Air
Notfce. (including Balloon Squadrons).
The Cahinet authorised the calling up of all
Sqhadrons of the Auxiliary Air Force. (Including
Balloon Squadrons).
/olertain Air Raid. Precaution;.Measure,^,.
The Lord Privy Seal said that as the Cabinet
had decided to call up the whole of 1 the Air Defence
Of Great Britain (including the Auxiliary Air
Force) he thought it was necessary that certain
parallel steps should be taken in regard to Civil
Defence, as for example, the obscuration of lighting.
This would involve a good deal of publicity and
some expenditure. He would have to give instructions
io local authorities to get their tackle in order and
to make arrangements for obscuring lights and to
engage certain personnel.
The Railways would
also have to be instructed to get equipment for
restricted lighting.
A good deal of expenditure
would be involved.
t

The Cabinet agreed to authorise the Lord Privy
Seal to take action on the lines indicated at his
discretion./'
Serial NQ..8.;

Institution of Precautionary Stage-in Certain poloni^Sa
The Secretary of State for the Colonies said that
a stand-by telegram had been sent to the Colonies.
The form of the telegram mentioned the potential
enemy ahdk' in the light of the decision of the
Co-ordination Committee, the telegram sent had named
Germany only as the potential enemy.
After discussion the Cabinet authorised the
Secretary of State for the Colonies to send supplemen
tary telegrams to certain selected Colonies, such a s ,
for example, Malta and Hong Kong, authorising the
Governors to take unobtrusive action on the
assumption that Italy and Japan respectively might
be regarded as potential enemies.
The Secretary of State for the Dominions informed.
' the Cabinet that he was sending V^^lHpy 'telegrams to
4

the Dominions.

snHEDPLB I
f

(Oontd.')

Serial N O B . 9, 10 and 11.
Serial N o . 1 2 .

Hong Kong;

No. action at this stage

0

Evacuation of Non^oomhatants-

The Secretary of State for War said that he
was anxious that the question of removing families L.
from China generally, and of preventing other
families from proceeding to China should he taken
in the hand at oncec.
It was agreed that this matter should he
remitted to the Ministerial Committee on Defence
Preparedness.
The Secretary of State for Foreign Affairs
asked that this Committee should also consider the
question of evacuating British non-combatants
generally from North China,.

This was agreed.

f&ti&LESj-XZA. -Hefence Proelamatipa.
No action at this s t a g e
Serial N o . 1 4 .

Emergency Powers (Defence Bill and Regulations:
and other Defence Bills.)
This matter is covered by the decision reached
earlier in the meeting to invite Parliament to
pass the Emergency Powers Defence Bill through
all stages on Thursday, 24th August^

The

Regulations, however, would not be made until the
situation so required.

No decision was reached

in regard to the introduction of other Defence
Serial N o . 1 5 .
$

Bills.
Institution of Ministry of Home Security and
Placing of the Regional Organisation on a War.
Footing.
It was agreed that the Lord Privy Seal should
have power to send the necessary staff required to
place the Regional Organisation on a war footing
at his discretion without further reference to
the Cabinet, on the understanding that he would keep
other Departments informed of the action which he
took in order that they might keep in step.

The President of the Board of Trade said
that he thought that warning should he given
to shipping at once, hut he was not certain
whether it would he regarded.

Such warnings

had "been given last September and had then been
obeyed;

but some of the firms concerned had

suffered loss, for which they had not received
any compensation.
In discussion it was explained that when the
Defence Regulations had been'passed the
Admiralty would have power to order merchant
shipping not to proceed to certain ports, and
that such orders would not expose the shipowners
to claims for damage owing to failure to
fulfil

their contracts.

The Cabinet authorised the President of
the Board of Trade to warn shipowners against
proceeding to German and Baltic ports, and to
couple this warning with an indication that
Parliament was being summoned to meet on
Thursday and would be invited to give the
Government compulsory powers in this matter'.
Serial N o . 1 7 .

Despatch of Key Staff to Scheduled Customs
Air Ports.
The Secretary of State for Air was
authorised to take the necessary action.

Serial H o . 1 8 . . Prohibition of Export of Essential Goods.
The Minister of Supply gave particulars
of the quantities of various raw materials which
had left this country in recent weeks for Germany
with date of delivery usually about 2 5th August.
Some rnibber was still being loaded in the Port
of London for Germany.

Informal steps had

proved insufficient to deal with the matter.
The Cabinet authorised the Minister, of
Supply to prohibit the export of a short list
of essential goods;

the goods to be included

in the list to be agreed Departmentally.
This

prohibition could be made by Proclamation

under existing Statutory Authority.

It was

also agreed that-the Minister should be
authorised to deal with goods to be included in
the list by means of purchase or of licences.

Serials N o s . 1-3.

No comments.

Serial N o . 4 . , Calling up of remainder of Anti-Aircraft
personnel, etc.
See decision recorded under Schedule I,
serial No. 4 . above.
Serial Nq* 5.

Calling up of remainder of Coast Defence
personnel, etc.
See decision recorded under Schedule I,
serial No, 4

B

above.

The Cabinet also authorised, the Secretary cf
State for War to call up by invitation a limited
number of members of the Women's Auxiliary Terri
torial Service to meet requirements.
Serial No... 6. Calling up of remainder of Territorial Army
Field Force., personnel etc. .
' """"
The Secretary of State for War explained that
a limited number of Territorial Army Field Force
Units who would be required for service with
Field Force Units would not be allowed to go to
camp.

The Cabinet decided that, while key

parties of the Supplementary Reserve units (other
than those already called up) might be called u p ,
the remainder of the Territorial Field Force
^ Army, and of the Supplementary Reserve Units
should not be called up for the present.
Serial No. 7.

Protection of Vulnerable Points against sabotage.
The Cabinet authorised the Secretary of
State for War to put into operation forthwith
the schemes for protection of vulnerable
points against sabotage, and agreed that similar

Serial Ho. 7.
'
*

Protection of Vulnerable Points. against sabotage.,
(Oontd.)
steps for police protection should be taken
pari passu by other Departments concerned.
In this connection the Cabinet took note of
the statement that, while police protection
would be afforded, where possible, some
discretion must be allowed to the police
authorities in view of the calls likely to
be made on these resources in time of air
raidso

Serial- H o . 8.

Air Raid /arnlng System.
i

The Cabinet gave the Lord Privy Seal
authority to put the air raid warning
system into a state of readiness.
Serial H o . 9.

Harbour Defences..at Defended Ports
- No further action at present.

Serial N o . 1 0 .

Requisitioning of Shipping.
The First Lord explaiaed that the
Admiralty desired to requisition forthwith,
25 armed merchant ships, 35 deep sea trawlers
for anti-submarine work, and 20 steamers for
fitting out as 'Q

T

boats

After some

0

discussion it was agreed to refer this
proposal to the Ministerial Committee on
Defence Preparedness,,
Serial No.11-15.

No action at this stage

e

gnmraULE III.
^

Serial N o . 1.

t

Air Raid Precautionary Measures,,
See Schedule I ,

S e r i a l No. 2.

Sexual No. 7.above.

Disposal of stocks.
The Minister" of Supply undertook to examine
the question of the disposal of stocks of
rubber.

S e r i a l . No. 2 .

Civil Hospital Scheme.

r

No comments.
Serial. No. 4.

i

Government Evacuation Scheme for Civil P o p u l a t i o n .
The Minister of Health explained that he had
given local authorities in receiving areas
warning that they should be in a position t o
operate the scheme at 2 4 hours notice.
The President of the Board of Education r a i s e d
the point that the Government Evacuation Scheme
hinged entirely on school teachers who were on
holiday.

The question was raised whether the

teachers should be told to standby or to return
from leave.

After discussion it was agreed

that no action should at present be taken in
this matter, save informal consultations w i t h
the Local Education Authorities.
S e r i a l N o . 5.

Mobilisation of Naval reserves.
See Schedule I ,

Serial No. 6

0

serial Nos. 2 and 3 above.

Army Mobilisation^
The Secretary of State for War drew attention

I

to the fact that there was a deficiency of some
5,000 men for manning overseas reserves u n t i l
Army Reserve had been mobilised.

the

If this number

o f men was to be found by calling up Section A
Reservists, the result would be to call up a

Serial N o . 6.

Array Mobilisation, (Contd.)
number of men who had recently already been
called up and allowed to return to civil life.
He thought that this could not be done without
giving them a bounty.

The alternative

course would be to mobilise the whole of the
Regular Reserve,

This he thought would

be fairer.
In the discussion which ensued the view
was expressed that it was undesirable to take
a step which might result in this country
being regarded as the first country to carry
out general mobilisation.

The view was also

expressed'that in the announcement to be
made to the Press of the measures which w e
were taking, it was desirable to avoid the use
of the phrase "mobilisation",.
After discussion the Cabinet decided to
remit to the Ministerial Committee on the
Defence Preparedness the question of the
mobilisation of the Regular Reserve of the
Army,
Serial No.. 7*

T

Air Force Mobilisation.
The Secretary of State for Air raised
the question whether the Regular Air Force
Reserve should be mobilised in the light of the
decision reached in regard to the Air Defence
of Great Britain (see Schedule I Serial No. 4 above).
After discussion it was agreed that this
\

matter should be examined by the Ministerial
Committee on Defence Preparedness.
Serial Hos., 8, 9 and 1.0.

No comments,

AfflEXJB.
C A B I N E T D E C I S I O N S OK CERTAIN MEASURES
N O T I N C L U D E I N APPENDIX "G" T O T H E
GOVERNMENT WAR BOOK.
(a) Territorial Army Personnel;

Reserved Occupations.

It was explained that the Secretary of State for
War and the Minister of Labour were concerting
action to deal with the question of the Territorial
Army personnel in reserved occupations, who under
present arrangements would h e embodied and then
almost immediately have to b e released for their
civil occupations.
( b ) Snljstmient for the Army after the outbreak of war *
The Secretary of State for War said that, prior, to
the passing of the Military Training Act, it
had been contemplated that, on the outbreak of
war, large numbers of recruiting stations would
be established, up and down the country. Now
that the Act referred .to had been passed, he
thought that the right course would b e to call up
annual classes of the Militia in an orderly
fashion.
This course v/as approved generally.
c

()

Recall of officials,from leave.
It was agreed to leave it to the discretion of
Individual Ministers to recall officials from
leave, and that the Secretary of State for the
Colonies should make the necessary arrangements
in regard to key officials from the Colonies
on leave in this country.

(^) Duty officers in Departments,.
It was agreed that all Departments concerned in
defence preparations should at once return to
the arrangement whereby they had a duty officer
available in the office day and night.

A IV/V£ X

C
WO CIRCULATION.

MOST SECRET.

DEFENCE
(FINANCE)
REGULATIONS.

CABINET 41 (59) ITEM 7.

7.

THE CHANCELLOR OF THE EXCHEQUER said it

would shortly he essential to take steps in regard
to the loss of gold which had been very heavy in
the last few days, amounting on one day to £30
millions.

The matter was, of course, one of extreme

secrecy, hut he thought it would be necessary to take
action within two or three days, since the amount of
gold remaining in the Exchange Equalisation Account
must now be regarded as the minimum required for our
War Chest.

Hitherto we had used the gold in the

Exchange Equalisation Account to maintain the £
at the existing level of $4.68, but it was clear
that we should not be able to do so much longer.
Broadly speaking, there were three courses
open to us.

The first was to cease to operate the

Exchange Fund altogether and to allow the £ to find
its own level:

The second was to cease the operations

of the Exchange Fund for the time being until the £
dropped to a certain predetermined level and then
to resume the operations of the Fund:

The third

course was to introduce measures of Exchange Control.
Under either of the first two methods the value of
the £'could be brought back again if favourable
circumstances arose later; but if Exchange Controls
were once introduced it would be a very difficult and
lengthy task to remove them later.
The Chancellor of the Exchequer asked for
the authority of his colleagues:
(1) To change the system under which the
Bank of England were at present
operating, namely that the £
should be maintained at the level
of $4.68.

0 4Q
di

4o

(2) To take any measures already envisaged
in the financial sphere to deal with
the currency situation.
The Chancellor said that he had been
informed that afternoon that the position could be
held that day and perhaps also for the ensuing
day, but that it would be necessary to review the
position at the latest on the evening of Wednesday,
23rd August.

No Act of Parliament was, of course,

required to allow the level of the £ to drop.

The

City would, of course, appreciate at once when the
Exchange Fund ceased to operate.

He thought it

would be necessary that we should endeavour to
warn the Government of the United States of America,
and he thought that the French should be informed,
but not until the very last possible moment.
Continuing, the Chancellor said that
if the £ were allowed to find its own level, that
level would, of course, be substantially lower than
04.68.

He was confident, however, that sterling

would maintain its own level, once found.
The Chancellor added that, if it was
found necessary to introduce; Exchange Control (and
it would be necessary to introduce control should
war come), it was desirable that we should not
institute control when the £ was at too high a level.
THE PRESIDENT OF THE BOARD OF TRADE
referred to the probability that the sterling bloc
would follow suit.

He also referred to the

possibility that a drop in the value of sterling at
this stage would be regarded as a sign of weakness
which would be encouraging to Germany.

It

The Chancellor agreed that this last
point was a difficulty that should be guarded against
as far as possible.

He thought we should take the

line that our gold reserves constituted part of our
weapons of war, and that the determining reason why
we had decided to stop the operation of the Exchange
Fund at this juncture was that we were determined to
retain our existing store of gold as a war measure.
The Chancellor added that he had great confidence
that a strong appeal to holders of sterling to stand
by sterling would meet with good support.
The Cabinet authorised the Chancellor to
take action on the lines indicated.

(No Agenda issued. )
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THE INTERNATIONAL
SITUATION.
Danzig and
Germany.
(Previous
Reference:
Cabinet 41
(39), Con
clusion 5 ) .

1.

THE PRIME MINISTER said that he had

asked the Cabinet to meet again at short notice,
not in order to invite them to take decisions, hut
in order that they might be informed of the latest
developments of the position.

This was particularly

desirable in view of the meeting of both Houses of
Parliament that afternoon.
THE SECRETARY OP STATE FOR FOREIGN
AFFAIRS

said that his colleagues would have

seen Herr Hitler's reply (Telegram Ho. 4 4 6 ) .

The

Foreign Secretary also referred to two recent
telegrams from our Ambassador in Rome reporting
the attitude of the Italian Government.

Certain

particulars in regard to these telegrams are
recorded in the Secretary's standard file of
Cabinet Conclusions.

A

THE PRIME MINISTER referred to telegram
No.447 from Berlin, in which Sir Nevile Henderson
said that he had told the State Secretary at the
German Foreign Office that the Prime Minister's
letter and Herr Hitler's reply would not be
published, and that it would scarcely

be in

accordance with this promise if more than the
minimum was said of their contents.

The Prime

Minister said that he had intended to read out
the text of the letters in the House of Commons,
but that this was now obviously impossible.
Nevertheless, he felt it would be necessary to
give the gist of the letters.

This was all the

more important since garbled versions of his own
letter were already current in Germany and the
German people were being led to believe that

the letter contained threats only, with no constructive
proposals.

This course was agreed to.
The Prime Minister also agreed to a suggestion

that the text of the letters would probably have to be
published in due course, but not at once.
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
hoped that the Prime Minister would include in his
speech a statement making it plain that it was not
our intention to launch an attack on Germany unless
Germany herself started war.

He thought that this was

important in view of the concluding passage of Sir
Nevile Henderson's telegram No.443, in which he reported
Herr Hitler as saying that, if Great Britain took
further mobilisation measures, general mobilisation
would take place in Germany.

When Sir Nevile had

asked whether this was a threat, Herr Hitler had
replied - "No, protection".

This point of view might

seem fantastic to u s , but not to public opinion in
Germany.
In the course of discussion reference was
made to the fact that the Polish Ambassador to Germany,
M. Lipski, had now returned to Berlin and had accepted
an invitation to shoot a stag in September with Field
Marshal Goering.

It was suggested that, now that

M. Lipski had returned to Berlin, it might be possible
for some negotiations to be started between Germany
and Poland in regard to minority questions, which
might ease the tension.
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS
replied that he had made a number of suggestions to
M. Beck in the course of the last few days to the effect

that certain steps should he taken to deal with
minority questions.

He thought it would he undesirable

to press the suggestion further at the present stage,
as this might involve some risk of loss of confidence
in us by the Poles.
The Cabinet took note of this statement.

3D

THE IIWEEiL^TIOlTAL
SITUATION (CONT'D)
Russia.
(P evious
Reference:
Cabinet 41(39)
Conclusion 3 ) .
r

2.

THE SECRETARY OP STATE-FOR FOREIGN^.

AFFAIRS said that he proposed to instruct
Sir William Seeds to ask M. Ivlolotoff whether
in view of Article 4 of the terms of the
Russo-German Pact, the text of which was
published that morning in the Press, M. Molotoff
considered that Russia would be free to make
arrangements with the French and British Governments,
directed against Germany, in the event of Germany
committing an act of aggression.

He thought

we should be guided by the answer to this
question in deciding what action should be taken
in regard to the Military Mission. " Action in
this matter would be taken in concert with the
French.
THE PRIME MINISTER said that in the
House of Commons that afternoon he proposed to
say that we intended to reserve final judgment
on the Russo-German Pact until we had had an
opportunity of consulting with our French allies
as to the significance of whet had taken place.
This., he thought, would afford an adequate
reason for dealing somewhat lightly with the
subject at the present time.

He thoughts however,

that he might add that it appeared to be contrary
to good faith that, while we were corducting
negotiations with the Russians in all confidence,
they should have been negotiating with Germany
behind our back.
At a later stage in the meeting the
Foreign Secretary read out a telegram that had
just been received from our Military Mission to

MoscoYif

to the effect that they were proposing

to leave Moscow at 10 o'clock that night.
The view was expressed that it would he
desirable that Sir William Seeds should put
the proposed question to M . Molotoff
before the Mission actually left, although
it was agreed that it was hard to see what
useful purpose the Mission could now serve by
remaining in Moecow.
The Cabinet agreed with the
action proposed.

K

THE ItfTERNATION&E
SITUATION (GONT'D).-

3.

THE MINISTER POR CO-ORDINATION OP

DEFENCE referred to the conclusion reached by the
Policy i n regard
to Italy.
(Previous
H ference:
Cabinet 41(39)
Conclusion 6 ) .

Cabinet regarding the policy to be adopted
towards Italy in the event of war breaking out

e

and of Italy attempting to l^emain neutral.

The

Cabinet had agreed that this matter should be
further considered by the Committee of Imperial
Defence, (D.P.(P) representation).

The

Minister said that the Chiefs of Staff had taken
the opportunity of considering the question at
their meeting that morning.

The Chiefs of

Staff reaffirmed the views previously expressed
in tliis matter, as set out in paragraph 8 of
Paper No. D.P.(P) 65.

As regards Defence

measures, the Chiefs of Staff thought that,
while we should not neglect any measures which
could be regarded as reasonable precautions to
meet the contingency of a hostile Italy, we
should not, on the other hand, adopt a
provocative attitude.
The Minister also referred to a recent
telegram (No. 556) received from Paris from
which it appeared that the attitude of the French
Government in this matter coincided with our own.
In these circumstances the Minister doubted if
there was much to be gained by a further meeting
of the Committee of Imperial Defence at the
present stage to consider this matter.
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS
agreed that it did not appear that there was now any
point at issue which called for early decision.
The Cabinet accepted the view that
there was how no need for the matter
to be reviewed by the Committee of
Imperial Defence (D.P.(P) representation)
as a matter of urgency.

7

ei si

THE INTERNATIONAL
SITUATION ( C O N T ^ ) .

4.

Reference was made to Telegrarri No. 8 7

from our Ambassador in Turkey, which had been
Turkey.
(Previous
Reference:
Cabinet 4l(39j,
Conclusion 1.)

received the previous evening.

It was pointed

out that this telegram referred to the economic
pressure exercised by Germans'' and expressed the
fear that this might lead Turkey to change
her foreign policy.
In the course of discussion it was
pointed out that the reference to economic
pressure related to the proposal that Turkey
should agree to cancel existing contracts for
war material with German firms, without claiming
indemnity or enforcing penalties under the
contracts.
Reference was also made to the despatch
of British war material to Turkey.
THE SECRETARY OP STATE FOR WAR said
that the anti-aircraft guns for Turkey were
now packed and ready for despatch, but there was
at present no authority to despatch them.
THE CHANCELLOR OP TEE EXCHEQUER said
that he had communicated to the Foreign Secretary
the draft of a telegram to Angora dealing with
this matter.

While, as he had stated at the

previous meeting? he w a s anxious to cut out red
tape, he thought it was essential to make sure
that some arrangements for payment were made
before the goods were despatched.

He hoped

that his proposals would meet the situation.
The Cabinet took note
of this statement.

DEFENCE MEASURES.

5.

(Previous
Reference:
Cabinet 41(39),
Conclusion 6 and
Page 1 of
Annex A . ) .

his colleagues that he had issued instructions

THE SECRETARY OF STATE FOR WAR informed

to call up Key Parties of all Coast Defence and
Anti-Aircraft Units immediately after the last
meeting of the Cabinet.

Instructions to call

up tjie remainder of the Coast Defence and AntiAir craft Units were now being issued, and most
of the personnel would be on duty that evening.
The Cabinet took note of
this statement.

-V

FINANCIAL
MEASURES.

6.

THE CHANCELLOR OF THE EXCHEQUER referred

to the announcement which had "been made at 12 noon
(Previous
Reference:
Cabinet 41
(39), Conelusion 7. )

that day that Bank Rate was being put up to 4 per
cent.

He also made a statement (a copy of which is

recorded on the Secretary's standard file of
conclusions) in continuation of the statement made
at the meeting referred to in the margin.
The Cabinet took note of the statement
made by the Chancellor of the Exchequer.

ibl
FUTURE
1'
THE PRIME MINISTER said that for the
MEETINGS
OF PARLIAMENT present the intention was that Parliament should
AND OF THE
CABINET.

adjourn until Thursday, 31st August, with
power to recall it earlier should the situation
so demand.

It was not practicable at the moment

to fix the date of the next meeting of the
Cabinet.

In the meantime, his

colleagues

would no doubt remain available at short
notice.
The Cabinet took note of this
statement.

Richmond Terrace, S.W.1.,
24th August, 1939.

NO CIRCULATION.
MOST SECRET.

FINANCIAL
MEASURES.

CABINET 42(59) Item 6.

THE CHANCELLOR OP. THE EXCHEQUER said that
his colleagues would have seen the announcement
made at 12 noon that day that Bank Rate had been
raised to 4 per cent.

This action has been taken as

the result of consultation late the previous evening,
and was connected with the proposals in regard to our
gold reserves which he had explained to his colleagues
two days before.

It had been thought that the right

course was to put up the Bank Rate that day.

The

raising of the Bank Rate was a sign of our intention
to strengthen the pound by controlling the supply of
credit and would do something to counteract any sense
of weakness which might otherwise result when the
Exchange Fund ceased to operate.

Further, the

raising of the Bank Rate would make it harder for
speculators to obtain money wherewith to speculate
against sterling.

The steps which he had forecast on

Tuesday in regard to the Exchange Position would
probably be taken on the ensuing day (Friday).
After a short discussion, the Cabinet took
note and approved the Chancellor of the Exchequer's
statement.

\

ADDENDUM TO CABINET 42 ( 5 9 ) , CONCLUSION 1 .
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
referred to two recent telegrams from our Ambassador
- *

in Rome, N o s . 645 and 649, indicating the attitude of
the Italian Government.

Copies of these two telegrams

are attached.
The Foreign Secretary said that after speaking
to the Prime Minister he had telegraphed to Sir Percy
Loraine to say that he did not think it was possible
for His Majesty's Government to suggest to the Polish
Government that they should negotiate with Germany on
the antecedent condition of the return of Danzig to the
Reich, unless

—

(a) The Polish Government could be assured
that her independence and vital economic
rights in Danzig would be secured:
(b) That any arrangement so reached would be
internationally guaranteed.
The Foreign Secretary said that he had asked
Sir Percy Loraine to express appreciation for Signor
Mussolini's helpful attitude, and to indicate that if
Signor Mussolini could get Herr Hitler to agree to these
conditions there might be a possible basis for an
approach to Poland.

At the same time, he thought it

was useless to make an approach to Poland unless these
conditions could be agreed to.
The Cabinet expressed agreement with the
course which had been adopted.

84th August

T
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SPECIAL DISTRIBUTION.

Sir P. Loraine.

Decypher

(Rome).
23rd August, 1939.

D.

2.50 p.m.

23rd August, 1939.

R.

56 p.m.

23rd August, 1939.

No.645.

IMMEDIATE.
Most -Secret.
I sin now confident that Italy will not join with Germany
if Herr Hitler makes war.
2.

It cannot be stressed too strongly that any suggestion

in Parliament, press, radio etc., that we have reached this
conclusion is calculated to wreck everything.
3.

I nevertheless am of the opinion that our military

authorities can now base their dispositions for a war forced, on
us by Germany, on the assumption of the Italians non-belligerency,
but of course under seal of absolute secrecy.
4.

It is vitally important that Signor Mussolini and

Count Ciano should now have completely free hand and time to
get out of their own mess in their own way.
5.

Not repeated.

SPECIAL DISTRIBUTION AND CABINET,.

Decyuher.

Sir P. Loraine (Rome).
August 25rd 1959.

D.

By Telephone.

August 25rd 1959.

R.

9.45 p.m.

August 25rci 1959,.

No. 649.
MOST IMMEDIATE.
SECRET.
My telegram No. 643.
I saw Count Ciano at 1.50 p.nu at bis request.

He told me

that he had reported to Signor Mussolini my conversation with him
of yesterday evening and had discussed the whole matter with the
Duce.
2.

He now wished to acquaint me for particular information

of the Prime Minister and Your Lordship with Signor Mussolini's
views.

Signor Mussolini wished us to understand that most absolute

discretion was necessary and begged this exchange of views solely
between him and Your Lordship should be treated as highly
[? grp. omtd].

His position was clearly delicate as Italy was

all the same Germany's ally:

then there was the press:

and

especially if the French press winded anything we should he undone.
[?Grp. omtd] said we appreciated this situation and I assured
Count Ciano that he could rely on complete discretion at your end
and on me to be wary with my colleagues,
5.

Signor Mussolini wanted peace:

he was willing to

co-operate with His Majesty's Government in search for conditions
in which a peace by negotiation such as your message contemplated
could

could be started.

Count Ciano added that he was very happy

for personal reasons to collaborate with me here.
4.

In the Duce's opinion the situation was very grave

indeed and had now reached a serious deadlock;;

and if- peace

was to be saved there was not a moment, to "be lost.

So far h£

had made no communication to Berlin on lines of your message.
He felt strongly however that only a new fact would enable him to
act with any prospect of success in order [? grp. omtd] deadlock
and get things moving towards a peaceful solution.
5.

The new fact which Bignor Mussolini had in mind as the

only one likely co serve this purpose was that Poland should
freely recognise right of German Free City to return to the Reich.
Did His Majesty's Government think it possible to tender advice
in this sense to Poland?

He himself felt it was [2 grps. undec.]

that Herr Hitler would [grp. undec.] to Warsaw his acceptance of a
negotiation and that unless he could hold out that much to Herr
Hitler there was scant prospect of his being able to intervene with
Herr Hitler to any ^ood purpose.
6.

If once a negotiation got started Signor Mussolini

undertook to use all his influence in Berlin towards obtaining
a peaceful, fair and honourable settlement.
7.

Signor Mussolini had specially noted wording of poiljt

about something to ensure loyal observance of agreements reached.
He quite agrees that this, is necessary.

He would at the proper

moment be willing to seek himself the most appropriate form of a
full international guarantee against repudiation of any such
agreements.

0
5.
8.

Signor Mussolini thinks that if a negotiation can be got

under way about Danzig it could and ought to he generalised and
developed by a real peace conference to establish a stable and
durable situation which the conference of 1919 had failed to do.
9.
to you.

I said I would at once transmit Signor Mussolini's ideas
They were clearly very important and I knew the Prime

Minister and you would much appreciate Signor Mussolini's
willing co-operationo

I., was myself happy to take note of them

and it was not my intention to discuss them,

I nevertheless felt

that what Signor Mussolini suggested in paragraph 5 was difficult
both for His Majesty's Government and Poland.
[grp. undec. ] for Poland:

There was no

and question of their non-political

rights and interests in Danzig was [? left] in the air.
10.

Coiait Ciano said that he hoped that the difficulty could

he overcome:

for Signer Mussolini's definite feeling was that

without that card to play he could not intervene effectively.
meanwhile time pressed.

We had may be only to end of the week.

And

1
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THE PRIME MINISTER said that the Cabinet would

have seen the telegrams from Sir Nevile Henderson
(Nos.458 , 459, and)461 from Berlin) reporting the interview
flhich he had had with Herr Hitler,

He had thought itbright

that the whole Cabinet should share the opportunity which
he and the Foreign Secretary had had, of discussing the
whole position with Sir Nevile Henderson,
After di scussi on with the Ambassador, the
conclusion had been reached that it would be undesirable
that we should send an answer to Herr Hitler that
afternoon,since this might create the impression that
we could he rushed.

It would be right that we should

take time to consider cur reply*

Before leaving Berlin

Sir Nevile had sent a note to Herr von Ribbentrop, to the
effect that discussion of the matter might take some time
and that it was by no means certain that he would he able
to return that night.

He had now sent a message to the

effect that the matter was being very carefully considered
and that he hoped to return to Berlin some time tomorrow
afternoon.

The Prime Minister said that he proposed

later in the Meeting to hand round to the Cabinet a draft
reply.

H e did not, however, suggest that the Cabinet

should reach any final decision on the draft that evening,
but that they should meet again in the morning to consider
the matter finally before the Ambassador left for Berlin
in the afternoon,
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS said
that he felt sure that Sir Nevile Henderson w o u l d be
willing to answer any questions which members of the
Cabinet wished to put to him.

I n f o r m , Herr Hitler's

letter showed the not unfamiliar technique.

It was

clearly one purpose of the letter to divide us if
possible from the French and the Poles, and to try
to make us realise that, in the new situation created
by the Russo-German Pact, Poland's friends could do
nothing to help her, and should therefore make no attempt
to do -so.
He thought that two conflicting desires were
expressed in Herr Hitler's letter.

The first was

his keen desire to settle the Polish question.

The

second, h£s desire to avoid a quarrel with the British
Empire,

He referred more than once to the position

as it would exist when the Polish question had been
settled, but he was careful not to say what kind of
settlement he had in mind.

The Foreign Secretary

thought feat, on this matter, there ?/as some conflict
between the written message and what Herr Hitler had
said in conversation which might b e evidence that he
had not quite made up his mind what form of settlement
he was prepared to accept.

The ultimate question

was, of course, whether he wanted a settlement with
Poland on his own terms more than he wanted to avoid
war with Great Britain,

He (the Foreign Secretary)

felt no confidence as to the answer to this question,
In the course of the day, fairly precise
information, from sources alleged to be reliable,
had reached us to the effect that Germany intended
to march into Poland that night, or, according to later
reports, the next morning.

Every member of the Cabinet

could form as good a judgment as he could as to whether
this was likely to happen.

He himself thought, however,

that for the German Government to arrange for our
Ambassador in Berlin to fly to this country with e .
specialribssagsia a German, aeroplane was not consistent
with such an intention.

Even if the matter was viewed

in the most sinister light? and the object of Herr Hitler's
letter was to get another peace offer on record, there
was no point in making such an offer and not affording
time for a reply
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It might well be that the object

in causing these reports to be circulated was to
influence the substance of our reply, and to dispose
us to concede what Herr Hitler wanted.
Continuing, the Foreign Secretary referred to a
message which he had received the previous night from
a neutral person in touch with Field Marshal Goering,
to the effect that our action of that day in signing
the AagloHPolish. Treaty was a dreadful action and was
likely to precipitate a crisis

0

The Foreign Secretary said, in passing, that it
had been suggested to him that he should find an excuse
for postponing signature.

He had felt that to do so

would be to excite suspicion among our friends, and to
make the Germans feel that we were likely to give way to
pressure.
The Foreign Secretary said that other information
was that the signature of the Polish Treaty had
produced a considerable effect in Berlin, as showing our
determination.

Perhaps, OIJU a broad view, the effect

of the signature of the Treaty at this juncture did not
count much either way.

The Foreign Secretary said that the same neutral
person had asked him to send a message to Field Marshal
G-peringo

A suitable message had been prepared and

despatched and the neutral person had expressed himself as
much gratified.
The Foreign Secretary said that he had given a good
deal of thought to the general line of the reply to the
German Chancellor.

It would be necessary, he thought, on

the one hand to acknowledge the spirit in which the appeal
was made and to say that we were anxious to see a peaceful
settlement;

and on the other hand, that we had our

obligations to Poland which we ware bound to honour.

The

2

reply should point out that Herr Hitler s letter did not
explain what basis of settlement of the polish question
he had in mindo

W e , for our part, hoped that the basis

of settlement which he contemplated would be reasonable If a
1

solution could be arrived at which had regard to Poland s
vital interests, and was subject to an international
guarantees
Polando

it would be one which we could recommend to

For the rest, we might indicate that we wore

prepared to give certain help in regard to the minority
question;

but that it was difficult for us to say much

in regard to other questions until we had more precise
information..
The Foreign Secretary said that he had seen the
French and Polish Ambassadors on the previous day.

He had

given them the gist of Herr Hitler's letter and of our
proposed draft reply.

M. Corbin had said that the French

had also received a communication from Herr Hitler, but in
somewhat different terms.

Thus, the references to the

British Empire were replaced by references to the Western Front"
and to Alsace-Lorraine.

The Polish Ambassador had

expressed no special views.

The French had "been willing to

suggest to the Polish Government that they should make a
direct approach to Berlin in regard to an exchange of popqi3.atipn£*
He understood that Sir Nevile Henderson thought that this
would he useful.
Sir Nevile Henderson then replied to questions put to
him by various members of the Cabinet.

Asked whether he

considered that Herr Hitler still entertained any doubts on
the point that, if he invaded Poland, Great Britain would
make war upon Germany, Sir Nevile replied that no reasonable
person could now have any doubt on the subject.

He thought

that in making the proposals in his letter, Herr Hitler
probably had in mind;

first, the Prime Minister's letter;

and secondly, the almost unanimous vote in the House of
Commons.

Since that morning he was probably also influenced

by the signature of the Anglo^Polish Treaty.

He thought

however that we must not rule out altogether the possibility
that Herr Hitler might still hope that he could detach us from
the Poles and get us to dishonour our obligations.
Asked whether he"thought that the letter represented
an attempt to find a way out, Qiv Nevile said that he thought
that the letter might have been written partly with a view
to providing useful material for propaganda.

Thus, it

might enable Herr Hitler to say that he had made a magnificent
offer to this country, which had been rejected.

The German

propaganda i n regard to encirclement, which had been running
with great effect fOr some three or four months, was not nowj
since the conclusion of the Russo-German alliance, as con
vincing as it had been and he might feel the
need of propaganda on other lines

?

Another

possibility was that Herr Hitler had never intended to
push matter beyond the limits of bluff, and that he
thought it was now time to look for a solution of the
difficulty without war.
THE PRIME MINISTER said that the points
made in the letter had, he thought, been in Herr
Hitier's mind continuously, and had made their
appearance at intervals.

The basic idea was that

if Britain would leave Herr Hitler alone in his Sphere,
(Eastern Europe), he would leave us alone.

His idea

might be that he was now getting near war, and that
if war came, his people would say that it was his own
fault, and that accordingly he ought to state his
points more clearly than ever before.

If the offer

was rejected no doubt It would be represented for
propaganda purposes as having been a magnificent offer.
All the time there might be at the back of his mind
the idea that he might be able to persuade us
to accept some solution of the Danzig and Corridor
questions and that he would thus get his own way without
war.
SIR NEVILE HENDERSON agreed.

Herr Hitler had

said to him at Berchtesgaden that he would prefer to get
his way without war.
In reply to another question the Ambassador
suggested that, however little faith one might have
in Herr Hitler's promises, one might at least test
them out.
Asked what was the least which Herr Hitler would
accept without going to war, Sir Nevile Henderson said
that Herr Hitler would claim that Danzig should be
incorporated in East Prussia.

He would also

wish to include the whole of the Corridor in Germany,
out he might, perhaps, he content with extra
territorial roads.

At the present time, however, the

most pressing question was the minority question;

this

took precedence over Danzig and the Corridor, the
solution of which might perhaps he postponed.

Iierr

Hitler claimed that there were 1-g- million Germans in
Poland.

The Poles said there were a million Poles in

Germany, but Herr Hitler said there were 600,000,
Asked as to the allegations regarding the
persecution of the German minority, Sir Nevile
Henderson thought that 8 0 ^ of the reports now published
were an exaggeration, but that the remaining 20% were
true.

The reports of minority troubles could for a time

be kept out of the papers, but he doubted whether, without
some drastic change, the question could ever be permanently
settled.

A s an example of the exaggeration of minority

questions,

Herr

Hitler s a i d

that there were 100,000

persons of German race, but of Polish nationality, who
were n o w refugees in Germany.

The Polish Ambassador

said there were not more than 17,000 refugees^,
Asked what advice the German General Staff had
given Herr Hitler, Sir Nevile Henderson said that
Herr Hitler's military advisers would no.doubt favour
war with Poland alone.

If however it was clear that

Germany would thereby b e involved, in a general w a r , he
thought that the advice of the Gentian Generals would
b e divided.

He agreed that the pact with Russia was

no doubt partly due to the influence of the Army, whose
historic policy was an alliance between Germany and
Russia, and that the military probably enjoyed more
influence with Herr Hitler than any other section of
German opinion.

As regards the Russo-German alliance Sir Nevile
doubted whether this had gone very far at the moment.
P w example he doubted whether there was any agreement
t o partition Poland.

At the same time it seemed likely

t h a t there was some big quid pro quo which did not form
part o f the published agreement.
Sir Nevile Henderson mentioned that, when Herr
Hitler had said to him that if general war broke out
Japan would be the only gainer, he was probably influenced
b y the fact that just before his interview the Japanese
Ambassador had protested strongly against the RussoGerman alliance.

This had irritated Herr Hitler,

who was a man of moods, and had caused him to make this
statement.

He thought that there was a good deal o f

indignation among the German people against the RussoGerman alliance.

His own butler (a German) had said

t o him with indignation that Germany had made an
agreement with her one enemy.

Combined with this,

however, there was a general sense of relief that the
danger o f attack from the Russian Air Force was
eliminated.

There was nothing in Berlin today

indicate the likelihood of war.

ty

He did not think,

however, that if war broke out Herr Hitler would
experience any particular difficulty with his own
people, at any rate for some time.

Nor did he think

that the Russo-German alliance would be likely to cause
Herr Hitler difficulty, since the German people were so
easily led,
A question was then asked as to what was the point
at which Herr Hitler would fight, if his demands were not
acceded to.
Sir Nevile Henderson replied that he thought that
a l l along Herr Hitler had intended to start a war of nerves,
and t o see how much he could get without fighting.
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At the same time, if we got into a position in
which neither side could give way, war would result.
%t w a s , of course, particularly difficult for
Dictators to give way.
Reference was made to the passage in Sir Nevile
Henderson's telegram N o . 459 which reported Herr
Hitler as saying that he had no interest in making
Great Britain break her word to Poland, and had no wish
to be small-minded in any settlement with Poland.
!

i.

SIR NEVILE HENDERSON said that there was an

interesting point about this statement.

He had

no

recollection of Herr Hitler having used these
precise words.

Subsequent to the interview,

Herr Schmidt, the interpreter, who had been present
had come to him and had given him various messages from

Herr von Ribbentrop, and had specifically drawn his
attention to the fact that Herr Hitler had used these
wqrds.

He thought that it might well be the case that

ijhese words were an addition to what had actually been
said, and in effect formed a message from Herr von
Ribbentrop.
It was agreed that this gave added significance
to these words.
Reference was also made to the statement of
Herr Hitler, reported in telegram N o . 4 6 2 , that what
ever happened now, the fate of Poland
between Germany and Russia,

world

be settled

It was explained that

this statement had not been made as indicating any

i n t e n t i o n on t h e p a r t o f Germany and R u s s i a
t o p a r t i t i o n P o l a n d , but r a t h e r as a g e n e r a l
indication

t h a t Germany was now so

powerful

t h a t she c o u l d do what she w i s h e d .
Asked whether i t would be p o s s i b l e f o r
H e r r H i t l e r and C o l o n e l Beck t o n e g o t i a t e

amicably

a t the p r e s e n t t i m e , SIR NEVILE HENDERSON s a i d

he

thought that t h i s was s o , though much depended on
the atmosphere.

He had t o l d t h e P o l i s h Ambassador

i n Germany t o see F i e l d Marshal G o e r i n g , and t o
t e l l him t h a t H e r r von R i b b e n t r o p had r u i n e d t h e
He

l a s t n e g o t i a t i o n s between Poland and Germany.

g a t h e r e d t h a t H e r r von R i b b e n t r o p had attempted
on that o c c a s i o n t o impose a d i k t a t .

He hoped
nego

t h a t m a t t e r s would be so arranged t h a t , i f

t i a t i o n s s t a r t e d between Germany and P o l a n d ,
wOuld be no attempt at a German d i k t a t .

there

Sir

N e v i l e thought t h a t the r e a l v a l u e o f our guarantee
t o Poland was to e n a b l e Poland t o come t o a
n e g o t i a t e d s e t t l e m e n t w i t h Germany.
There had been a good d e a l o f t a l k o f t h e
d e m i l i t a r i s a t i o n of Danzig.

Herr H i t l e r had spoken

o f Danzig as a F r e e C i t y , but S i r N e v i l e d i d n o t
know what t h i s was i n t e n d e d t o c o n v e y .

I t was

t r u e t h a t K e r r H i t l e r had s a i d t h a t he would n o t
r e p e a t t h e o f f e r which he had made i n March, but S i r
N e v i l e thought t h a t i f

something was done about t h e

m i n o r i t y q u e s t i o n H e r r H i t l e r might s t i l l b e p e r 
suaded t o accept the o f f e r which he had t h e n made

in regard to Danzig and the Corridor.

The

minority question was no new one, hut propaganda
in regard to it had been shut down as the result
of the arrangement made between Marshal Pilsudski
and Herr Hitler in 1934.
In reply to another question, Sir Nevile
Henderson said that the general position w a s "
quite different from last year, when Herr Hitler
had entertained a great hatred of D r . Benes and
refused to meet him.

He was quite well disposed

towards Colonel Beck and M. Lipski.
Reference was made to the Commissions
which had been established in Czechoslovakia after
the Munich settlement, and to the very stiff
attitude which the German Government r*epresen
tatives had adopted on those Commissions,.

Asked

whether, if similar Commissions were now to be
established to deal with German-Polish questions,
the German attitude was likely to stiffen again,
Sir Nevile Henderson said that there could be no
guarantee that this would not happen..
Reference was then made to the difficulty
of opening direct negotiations between Poland and
Germany, and to the difficult position which any
Polish negotiator sent to Germany would occupy.
SIR NEVILE HENDERSON said that the Polish
Ambassador in Berlin had seen no representative
of the German Government for the last four months
until he had seen Field Marshal Goering quite
recently.

He had often advised himto see repre

sentatives of the German Government, but M*. Lipski

OOf
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had" replied that he had nothing to say.

He

thought that the exchange of populations would he
a favotirable point on which to open negotiations.
Sir Nevile Henderson was asked whether he
thought that the opening of direct negotiations
between Poland and Germany would constitixte the
gesture, referred to in telegram N o , 4 5 9 , which
might avoid war,
He replied that Herr Hitler's argument
was that Britain had given a blank cheque to
Poland and that we had encoiiraged her to adopt
a thoroughly unreasonable attitude

&

If he was

in a position to say that we could arrange that the
Polish Government wou.id enter into direct negotia
tions with Herr Hitler, it might well make a con
siderable difference.
In reply to a question as to what attitude
the Polish Government would take towards an
exchange of populations, THE SECRETARY OP STATE FOR
FOREIGN AFFAIRS said that he had put this point to
the Polish Ambassador, who had not reacted unfavour
ably to it.

He had given the impression that he

would be glad to find a way out of the £yresent
difficulties, hat doubted whether one co^ild be
foundo
General agreement was expressed with the view
that the minority question formed a good basis
on which to start negotiations.

It was pointed

out that in negotiating an exchange of populations,
each country could treat on level terms with the
other, and that there need be no question of one
country giving way to the other

0
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In further discussion it was suggested that it
would he desirable in the reply to Herr Hitler to take
advantage of the phrase to which Herr Schmidt had drawn
particular attention, namely, that Herr Hitler had no interest in
making Britain break h.r word, and had no wish to he email
minded in any settlement with Polando
SIR 3MVILS HENDERSON agreed, and said that he had
referred to this phrase in a note which he had sent to
Herr von Ribbentrop that afternoon.
It was also pointed out that disarmament was referred
to in more definite terms in HerrHitler's letter than on
previous occasions.
SIR NEVILE HENDERSON said that Herr Hitler had
1

mentioned that he had read the Prime Minister s and Foreign
Secretary's recent speeches.
At this stage the draft reply to Herr Hitler's letter
was handed round to the Cabinet, and was read out by the
Prime Minister.
THE PRIME MINISTER invited suggestions as to the
draft.

He said that he would be very glad to know what

impression it made on those of his colleagues who, unlike
himself, came to it fresh.

In discussion the following

suggestions were made.
It was suggested that the tone of the opening
paragraphs was somewhat too deferential, and appeared
to treat Herr Hitler's suggestions with somewhat too much
respect.

Generally, it was thought that the earlier part

of the draft might be stiffened up.

A letter which was

firm yet moderate in tone might have great effect on
German public opinion.

I t was also suggested that more prominence should .
he given in the earlier part of the draft to our
undertaking to Poland.

Again, it was thought that the

draft did not make enough of the need for direct
negotiation on the minority question and proposed exchange
o f populations-between Poland and Germany

0

I n reply to this the FOREIGN SECRETARY s a i d t h a t
t h i s had been done deliberately, as in Sir Nevile Henderson's
v i e w if this proposal was to have any chance of acceptance
it

should come from the Polish Government.

The Cabinet

were informed that acting with the French, we had
endeavoured in the course of the day to persuade the
F r e n c h to induce them to make a move in this direction.
The question was raised whether it was intended
t o consult the Poles before despatching our reply.

It

was felt that this would lead to delay, and might put
the Poles in a difficult position.

Colonel Beck might

be unwilling to give a definite answer.
felt

It was generally

that we must take the responsibility for what was

s a i d in the letter, although this would pi ace limits

on

what we could say.
Two alterations to the order of paragraphs in
t h e letter were suggested.

The first was that paragraph

3 suitably amended should be brought down after the
end o f paragraph 5 .

The other was that paragraph 6

broke the continuity of the argument represented by
paragraphs 4, 5 and 7, and that it should come later
on, perhaps after paragraph 9o

Reference was also made to the statement in
paragraph 3 of the draft letter that Eis Majesty'a
Government would he prepared to accept the proposals
outlined in the Fuehrer's offer, possibly with some
additions, as a basis of negotiation.

It was pointed

out that one of these proposals concerned HerrHitler*6
Colonial demands and that it was undesirable to u s e
language which might be interpreted as implying that
we accepted such a demand as a basis for negotiation.
I t wae suggested that the words "subject for
discussion" might be substituted for the words "basis

for negotiation", and perhaps some less definite

top!

for "acaepted".
It was also suggested that it would be desirable
to modify, the draft in such a way as to suggest that

we appreciated the urgency of reaching a settlement of
some, at least, of the problems involved, in order to
lessen the :,existing state of tension.
It was also suggested that it was undesirable
to use the phrase "general lines of an offer" in
paragraph 2 . \
Reference was made to the language of paragraph
8 , dealing with minorities.

It was thought that this

paragraph, in particular the concluding section,
referred to minority problems in terms of too great
mutuality, and that this was likely to arouse resent
ment on the part of Herr Hitler.

The view was also

expressed that it was undesirable to give the
impression that we were lecturing Poland in this matter.
THE PRIME MINISTER expressed his gratitude
to his colleagues for their criticisms.
It was agreed that the Prime Minister,
the Secretary of State for Foreign Affairs and the
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Chancellor of the Exchequer should he invited to
prepare a revised draft, which would he considered
by the Cabinet at a meeting to be held at 10.30 a.m.
on Sunday, 27th August,

It was agreed that copies

of the revised draft should be available to the
members of the Cabinet at 10.0 a . m .

S

in the Treasury

Board Room.
THE SECRETARY OF STATS FOR DOMINION AFFAIRS
Attitude of
the Dominions.

gave an account of the attitude of the Dominions
and their High Commissioners.

The prime Minister of

Australia and the Acting Prime Minister of New
Zealand had both indicated their support of the
attitude of His Majesty's Government.

Mr. Mackenzie

King had said that he could make no public statement until
Parliament reassembled . but that if we were involve! in war,
y

his Cabinet is uranimous in its decision to fight,

As regards

South Africa, General Smuts said that he thought that
circumstances would be too strong for $£nesal

'

Hertzog, and that he would have to summon Parliament,
in which case he (General.Smuts) would press for a
definite decision between belligerency or neutrality
and hoped to be able to carry his colleagues with him
in deciding for belligerency.
The Secretary of State said that in the course
of the day he had seen the High Commissioners, who,
subject to one or two minor points, had taken the view
that notwithstanding certain impertinenoe s in Herr Hitler's
note we

should send a reply to it in as generous terras

as possible.
at The time of the Cabinet Meeting was subsequently
postponed until 3.0 p m ,
0

Mr. t e (/ater had thought t h a t h i s
Government would f a v o u r making an e f f o r t
s e c u r e a comprehensive

to

settlement.

The S e c r e t a r y o f S t a t e f o r Dominion A f f a i r s
then read out a t e l e g r a m which "the Union High
Commissioner

had j u s t r e c e i v e d from General H e r t z o g ,

and had shown t o him.

Broadly,

the g i s t o f the a t t i t u d e o f

the

High Commissioners was t h a t we should make use o f
H e r r H i t l e r * s l e t t e r t o endeavour t o secure a
d i s c u s s i o n o f what we should regard as a r e a s o n a b l e
s e t t l e m e n t all round. A l l the High Commissioners were i n
agreement w i t h t h i s v i e w , and had asked t h a t the
Prime M i n i s t e r should he informed o f what they had
said.

Mr. Massey had, however, made i t c l e a r

that

he was o n l y e x p r e s s i n g h i s p e r s o n a l v i e w s .
The Cabinet took note of

this

statement.

THE SECRETARY OP STATE FOR DOMINION
AFFAIRS a l s o r e f e r r e d t o a p r o p o s a l by Mr. MacKenzie
King t h a t H.M. the KING should be i n v i t e d t o send
a l e t t e r t o Herr H i t l e r .
no

favour.

This s u g g e s t i o n met w i t h

DEFENCE

Discussion took place in regard t o a

2.

MEASURES.

o

number ox defence measures.
Suggested
introduction
The Cabinet were informed of a suggestion
of the
Precautionary that it might be desirable to introduce t h e
Stage.
Precautionary Stage,, subject to a proviso t h a t
any measures which.could b e regarded as of a
provocative character should not be sanctioned,
and that no undue publicity should be given t o
any further steps taken.
The view generally expressed was t h a t
Departments had already, subject to perhaps a f e w
exceptions, given effect to the steps which they
regarded as necessary, in present circumstances,
and that it was undesirable to put the Precautionary
Stage into operation at this juncture.
It was true that the War Book had been
drawn up on the assumption that effect could be
more easily given to pre-arranged war measures
if the Precautionary Stage were formally
instituted, since this provided the signal f o r

the

wholesale institution of a number of measures
simultaneously.

At the same time, the War Book

enjoyed the necessary elasticity to permit these
measures being introduced piece-meal if necessary,
although this suffered from the disadvantage of
being administratively more difficult and
inconvenient than if the measures were introduced
wholesale by the declaration of the Precautionary
Stage.
The general conclusion reached was t h a t
at this juncture, notwithstanding the
administrative advantages of instituting the
Precautionary Stage, it was undesirable, on
S
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Discussion took place in regard to a

number of defence measures.
Suggested
introduction
The Cabinet were informed of a suggestion
of the
Precautionary that it might be desirable to introduce the
Stage.
Precautionary Stage, subject to a proviso that
any measures which, could be regarded as of a
provocative character should not be sanctioned,
and that no undue publicity should be given to
any further steps taken.
The view generally expressed was that
Departments had already, subject to perhaps a few
exceptions, given effect to the steps which they
regarded as necessary, in present circumstances,
and that it was undesirable to put the Precautionary
Stage into operation at this juncture.
It was true that the War Book had been
drawn up on the assumption that effect could be
more easily given to pre-arranged war measures
if the Precautionary Stage were formally
instituted, since this provided the signal for the
wholesale institution of a number of measures
simultaneously.

At the same time, the War Book

enjoyed the necessary elasticity to permit these
measures being introduced pieee-meal if necessary,
although this suffered from the disadvantage of
being administratively more difficult and
inconvenient than if the measures were introduced
wholesale by the declaration of the Precautionary
Stage.
The general conclusion reached was that
at this juncture, notwithstanding the
administrative advantages of instituting the
Precautionary Stage, it was undesirable, on

general grounds, to take this step.
THE MINISTER FOR CO-ORDINATION OP DEFENCE
referred to an important Report which had been
prepared by the Chiefs of Staff ( C C S . 966) dealing
with the preparation of a Declaration of War.

The

main points which emerged from this Report were that
if an ultimatum was not to be issued until all essential
war preparations had been completed, the earliest date
for the ultimatum would be Thursday, 31st August.

This

assumed that action was taken which enabled evacuation
to start by Monday the 28th.
Army
Mobilisation.

THE SECRETARY OF STATE FOR WAR said that he
was prepared to accept the Prime Minister's decision
that the time had not come for the mobilisation of the
Regular Army Reserve.

He w a s , however, very anxious to

embody the Territorial Field Army, further personnel trom
which were urgently required for specific duties.
In discussion, it was pointed out-that this
would mean the embodiment of 300,000 men.
In the course of discussion the PRIME M I M S f ^ H
suggested that the Secretary of State for War should b e
authorised to call for a further 35,000 men of the
Territorial Army, as volunteers, to carry out the
various duties for which further personnel were
immediately required.
Postal and
Telegraph

This course was agreed to.

Censorship.

It was explained that at a meeting of
Ministers held on the preceding day it had been
provisionally decided to put certain measures of
postal and telegraph censorship into operation.
Subsequent to the meeting it had been decided to

suspend action on these measures, and the question arose
whether they should now he proceeded with.

In the course

of discussion it was pointed out that the imposition of
postal and telegraph censorship meant inter alia a
complete stoppage of all telephone messages from this
country to the Continent, and it was agreed that this
measure should h e held over for consideration on the
ensuing day.
Naval
Reference was also made to the decision
Control of
Movements
reached at the meeting of the Defence Preparedness
of Shipping.
Committee on the previous day, authorising the Admiralty
to adopt Naval control of all British merchant shipping.
Subsequent to the meeting it had been decided to
postpone action on this decision.
It was explained that this measure involved
a number of steps which would receive considerable
publicity.

Nevertheless, importance was attached to

carrying out this measure at an early date.
The Cabinet agreed that Naval control of
the movements of shipping should be adopted forthwith.
The Cabinet agreed:
(l) Not to authorise the introduction of the
Precautionary Stage.
(2) To authorise the Secretary of State for
War to call up a further 35,000 men of
the Territorial Field Army as volunteers,
but not to authorise the mobilisation of
the Regular Army Reserve.
(3) To postpone till the ensuing day a
decision whether to impose postal and
telegraph censorship.
(4) To authorise the immediate introduction
of Naval control of movements of
shipp ing.

Richmond Terrace, S.W.I.,
27th August, 1939.
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THE PRIME MINISTER and THE SECRETARY OP STATE
POR FOREIGN APPAIRS gave the Cabinet information as
to certain further developments in regard to t h e
negotiations with Germany..

These particulars a r e

recorded in the Secretary's Standard Pile of Cabinet
Conclusions.^
THE SECRETARY OP STATE POR FOREIGN APPAIRS
said that he had had a telephone message that
The latter had s a i d

afiternoon from Count Ciano.

t h a t he was very grateful for Sir Percy Loraine*s
message informing him of the communication which we
had received from Herr Hitler.

The Foreign S e c r e t a r y

said that he gathered that the Italian Government
had been informed of this communication directly by
Germany, but were nevertheless deeply appreciative
of our attitude in keeping closely in touch w i t h them
at the present time.

Count Ciano had added t h a t

Signor Mussolini was very strongly of opinion t h a t
we should not refuse to start discussions with
Germany.

The fact that those discussions were going

on would, at any rate, gain

time, and the Duce

attached considerable importance to this.

Count Giano

had expressed his satisfaction at co-operation with
us.
THE PRIME MINISTER said that he was strongly
in agreement with Count Ciano's view that it was
desirable that we should work to gain time.

He was

also impressed by the fact that if time v/as given,
world opinion gathered force, and that after active
negotiations with a view to maintaining peace had
continued for a long time, it w a s harder for any
Government to take action which would result in war
breaking out.

THE FOREIGN SECRETARY said that he had
received information about lunch time to the effect
that opinion among the German Staff appeared to
be divided at the moment and that the position i n
Berlin at the present time was somewhat confused.
It would appear that the firm attitude that we had
adopted had had a considerable effect.

It was

impossible to say what part Italian advice had played
in the present state of affairs.
Reference was made to the fact that Herr Hitler
had stated that he had made an offer of peace, and to
the fact that an official statement had been made i n
Berlin to the effect that Herr Hitler's communication
to the British Government contained proposals for
a settlement of the Polish question.
THE PRIME MINISTER said that Herr Hitler's
ways of thought were perhaps hardly comprehensible
except to those who had had contact with him.

He

thought that H r r Hitler had an extraordinary habit
e

of concentrating for a time on one matter, to the
complete exclusion of everything else.

At the time

when his communication to this country had been
prepared, his mind had been wholly concentrated on
the question of relations between this country and
Germany, and he had almost entirely forgotten about
the Polish problem, which had been pushed out of his
mind.
The Prime Minister said that he thought that
this was a genuine idiosyncrasy rather than
deliberate craftiness.

SIR REVILE HENDERSON confirmed

that h i s

d i s c u s s i o n w i t h Herr H i t l e r had been a l l about good
r e l a t i o n s w i t h England, and n o t h i n g was s a i d about
P o l a n d , a s t o which he. had o b s e r v e d t h a t we must,
o f c o u r s e , know what terms Germany proposed t o P o l a n d .
I t was agreed t h a t i t would be n e c e s s a r y t o
make a communication t o t h e P r e s s t h a t
should i n d i c a t e t h a t

e v e n i n g which

the r e p o r t s as t o the contents

o f H e r r H i t l e r s communication were
1

u n a u t h o r i s e d and q u i t e m i s l e a d i n g .

completely
I t was g e n e r a l l y

a g r e e d that i t would be b e t t e r t o make a communication
on t h e s e l i n e s r a t h e r t h a n t o say d e f i n i t e l y
Herr H i t l e r ' s message d i d n o t
settlement o f the P o l i s h

oon.t-s.iJ-i.

question.

that

-the terms -of?,a

THE CHANCELLOR OP THE EXCHEQUER explained
that in the half hour before the Cabinet Meeting
was held he had taken the opportunity to go through
the draft reply with some of his colleagues and
had obtained a number of comments on the earlier
paragraphs which he would communicate later to

the

Prime Minister and the Foreign Secretary.
In discussion attention was drawn to the
suggestion in paragraphs 4 and 5 that the Polish
Government should enter into direct discussion
with the German Government on the diff erences
between them, and in particular on the minorities
question.

In this connection attention w a s

drawn to Telegram N o . 575 from Paris reporting
that M. Bonnet had heard by telephone from the
French Ambassador in Berlin that Herr Hitler
1

had replied i n the negative to M. D a l a d i e r s
proposal that Germany and Poland should begin
negotiations.

Reference was also made to

a

statement on the tape that Herr Hitler (or Hera?
von Ribbentrop) had asked M. Lipski to see him
and that the latter had refused.

It was agreed

that this point would need to be cleared up
before the draft of these two paragraphs w a s
finally agreed.
Another point made in regard to the draft
reply was that it would b e desirable to include
in it some rather more specific

suggestions as

to the action to b e taken I n the immediate
future, to relieve tension between Germany and
Poland.

Since, according to present plans Sir Nevile
Henderson would not return to Berlin until the
following d a y

s

it was agreed that it was

undesirable to attempt to settle the terras of
the draft finally at the present meeting.
It was also agreed that Cabinet M i n i s t e r s
should send to the Chancellor of the Exchequer
that evening their comments on the revised draft
reply.
Some discussion took place whether t h e
proposal that Sir Nevile Henderson should n o t
return to G-QS?ma.,Wuntil the next day involved
any risk.

After discussion it was generally

agreed that, in the light of the suggestions
which had reached us from various quarters, t h e
right course was that Sir Nevile should not
return to Germnay until Monday, 28th August.
At the same time it w a s felt that it would he
undesirable t o allow room for undue speculation
as to the date of Sir Nevile Henderson's return
and that a communique should be issued to t h e
Press that evening explaining that the reply
to Herr Hitler's communication was being carefully
considered, and that it w a s expected t h a t
Sir Nevile would return to Germany tomorrow^
28th August, taking the Government s reply w i t h
1

Mirk
This was agreed to.

THE SECRETARY OP STATE POR WAR said that
suggestions were being made to the effect that the
Polish Corridor and Polish rights in Danzig should be
made the subject of a general international guarantee.
If an international guarantee was given to Poland and
she became dependent upon that for her security rather
than upon the guarantee of this country and Prance,
Poland would no longer be in a position to afford us any
reciprocal help.

We should lose our hold on the East,

and an attack upon the West by Germany would be
facilitated.

The Secretary of State thought i t was ft?

the utmost importance that this aspect of the matter
should be borne in mind.
It v/as agreed that a meeting of the Cabinet
should be held on Monday, 28th August, at 1 2 noon at
which the final draft of the reply to Herr Hitler would
be considered.
The Cabinet
(l)

took note of the statement made
by the Foreign Secretary.

(2)

invited the Foreign Secretary to
arrange the issue of a communique
to the Press that evening on the
lines agreed by the Cabinet.

(3)

agreed that any comments on the
revised draft reply should be sent
to the Chancellor of the Exchequer
that evening.

(4)

agreed to give further consideration
to the revised draft reply at a
meeting of the Cabinet to be held on
Monday, 28th August, at 12 noon.

Richmond Terrace, S.W.I.
27th August, 1939.
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MOST SECRET 
(The following notes record what was said
at the Cabinet Meeting held on the 27th
August (Cabinet 4 4 (39)) relating to
M r " D " , the intermediary. These notes
cover statements made at intervals
throughout the Meeting.)

At the outset of the Meeting THE PRIME MINISTER
asked the Foreign Secretary to inform his colleagues as
to what had taken place through the negotiations

carried

on by M r "D".
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS reminded
his colleagues that at the previous Meeting he had informed
them that he had received a message from a neutral who
was in touch with Field Marshal Goering and who was
returning to Germany on 26th August.

He had

consulted

the Prime Minister, and had jotted down on paper a suitable
reply to send to Field Marshal Goering through Mr "D".
They had thought that it was essential to gain time, and
they had asked Mr "D" to inform the Field Marshal that w e
wanted to see a settlement reached, and. that we would
give Herr Hitler's communication the most careful consider
ation.

He had added that w e were not clear as to what

Herr Hitler's letter meant in certain important particu
lars, as to which no doubt Sir Nevile Henderson would
advise.

Meantime it was essential that the position on

the frontiers and in regard, to minorities should be
quietened, down.

We would exercise our influence on the

Poles, and we hoped, that Field Marshal Goering would do
what he could to exercise a restraining influence on the
other side.
About midnight on Saturday/Sunday, a telephone
message had been received from Mr "D" that he had seen
the Field Marshal, who was pleased with the message.
-."A

. K-
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At the outset the Germans had. been shocked at the signing
-i-

-
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of the Polish Treaty on the 25th August, hut now, after
the receipt of this message, they felt that there was
no immediate urgency for Sir Nevile Henderson's return.
M r "D" had said that he was returning that-morning with
a message from Herr Hitler and Field Marshal Goering.
He had reached Croydon at 2.30, and had rml^& a short
record, of his interview with Herr Hitler and Field Marshal
Goering.
The Foreign Secretary read this record to the
Cabinet.

The record of the interview seemed to make it

clear that Field Marshal Goering had definitely r e 
established his influence with Herr Hitler.

It was also

evident that M r "D" had been left with the impression
that Herr Hitler had made definite peace proposals in
regard to Danzig and the Corridor.

Herr Hitler had said

that he was very anxious to meet two or three British
representatives, who could speak German fluently, in
order to discuss terms with them.
The Foreign Secretary said that he and the Prime
Minister had made it clear to M r "D

1f

that it v/as not

practicable for us to start discussions with Germany
on a number of diverse topics affecting Anglo-German
relations, while all the time there was one possibility
that Germany might any day invade Poland and that w e
should be at w a r with Germany.

He had also impressed

upon him that it was necessary that there should be
direct discussions between Germany and Poland, and that
for this purpose'confidence was wanted.

For the rest,

we were anxious to reach a settlement with Germany.
It had been arranged that a series of rough notes, making
some of these essential points, should be prepared by
Sir Alexander Cadogan, and, after approval by the PrimeMinister and himself, should be handed to Mr "D", wno
was to return with them to Germany that night.

The object

of this procedure was that Mr "D" might act as a fore
runner and prepare the way for the full British reply
whieh would be sent by Sir Nevile Henderson on the
ensuing day.
n

Details were then given of M r D " .

He was a

Swede who had. lived in this country for ten years but
had previously lived in Germany.

He was on terms of

close personal friendship with Field Marshal Goering,
who frequently stayed with him in Sweden.

Some weeks

ago h e had. seen the Field. Marshal and. had persuaded, him
that it was a great misfortune that he did not understand
the British point of view.

As a result it had been

arranged that six British men of good standing should
meet Field Marshal Goering and talk to him frankly.

!

This had. been done about the 10th August.
THE PRIME MINISTER said that he had not seen
M r "D" until that morning.

He was not a man who came

very quickly to the point, and he often spent time in
discussing unimportant details.

He was not, perhaps,

a man who saw fundamea tal points quickly.

Nevertheless,

h e was a useful person, since he had the confidence of
Field Marshal Goering.
The Prime Minister then gave details of certain
points which had. emerged in the discussion between
Mr "D" and Herr Hitler and Field. Marshal Goering.
A good deal of the talk was concerned with the question
whether some English person who could, talk German should,
go over at once to discuss matters with representatives
of the German Government.

The matters whieh it was

suggested should be discussed, were Anglo-German questions.:
M r "D" had asked, how the Polish question was to be
settled.

Herr Hitler had. thought that this question

should best be discussed between the British Government
and Poland, but M r "D" had seen that in practice this

was impossible.

Mr "D" bad. answered, a question which

Herr Hitler had put to him, as to the reasons for the
difficulties between this country and Germany, by saying
that tnis country had no confidence in Herr Hitler.
The Prime Minister said that he had asked Mr "D"
whether he had any indication of the terms which Herr
Hitler would ask for a settlement of the Polish question.
M r "D" had. said No;

but added that he thought that

Herr Hitler would wish Danzig to. return to the Reich,
but that he would, give the Poles a free port.

He thought

also that Herr Hitler would ask for the return of the
Corridor to Germany, but that a new Polish corridor to
Gdynia would be granted.
The Prime Minister said that he had. told M r "D"
that if these were the German terms he could see no
prospect of a settlement, and that the Poles would fight
rather than surrender the Corridor.

He thought that the

most the Poles could concede would be Danzig, subject
to the retention of special Polish rights and extra
territorial roads for Germany across the Corridor,
subject to an international guarantee.
The Prime Minister called attention to the fact
that Herr Hitler had made no reference to the proposal
in his (the Prime Minister's) letter for an international
guarantee by all the Powers of the settlement to be
reached in regard, to Poland.

He thought it was quite

possible that Herr Hitler had never noticed this refer
ence, as his mind was concentrated on other matters.
The only way to get Herr Hitler to understand things
was that they should, be discussed with him by somebody
who was accustomed to talk to him, such as Field Marshal
Goering.

The use of Mr "D" was that he was an inter-

mediary who could talk to the Field Marshal, w h o , in
his turn, could put points to Herr Hitler.
-4

He agreed

^

that the points which M r "D" was to put to Field Marshal
Goering and. Herr Hitler should be confined to a few
simple points, such as that w e could not deal with
Anglo-German relations until the Polish question had
\ been settled;

that in our view it was essential that

direct negotiations should take place between Germany
and Poland, and. that any agreement should be guaranteed
by the Great Powers?

and that while we desired a settle

ment with Germany, w e would certainly not fail to carry
out our obligations to Poland.

He thought that it was

desirable that the despatch of our reply to Herr Hitler
should, be deferred, until t h e ensuing day, when Mr "D"
would fly back to this

country.

In reply to the Home Secretary,,THE SECRETARY OF
STATE FOR FOREIGN AFFAIRS said that the Polish Government
did not know about M r "D".

Although he appreciated the

risk of suspicion arising if negotiations were carried
on through a secret intermediary without the knowledge
of the Polish Government, he thought it was essential
to maintain absolute secrecy as to these negotiations.
THE SECRETARY OP STATE PGR AIR called, attention
to the fact that Field Marshal Goering had said that
although Herr Hitler was a very great man, he was not a
very great negotiator.

He thought that Field Marshal

Goering would like to be entrusted with the negotiation
o f a settlement.
SIR NEVILE HENDERSON agreed that when the negotia
tions were nea.r the point of agreement, Field Marshal
Goering would, like to come to London to deal with the
concluding stages.
Later in the Meeting THE SECRETARY OP STATE FOR FOREIGN AFFAIRS said that M r "D" had given him to
understand that he thought that it was now appreciated
in Berlin that if Germany invaded Poland"we should go
-5

to w a r with. Germany.

This had not been the case three

months ago.
The Foreign Secretary asked the Prime Minister
if he expected to obtain any new material from Mr "D"
after his return the next day.
THE PRIME MINISTER replied in the negative.
Nevertheless, he thought it would be wise
see whether Mr "D" made any report.

to wait and

If not, the reply

which had been prepared should be sent.
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS said
that he was rather afraid that the issue might be somewhat
confused as the result of these rather informal and
secret communications.

He thought it was desirable to

make it clear that M r " D " , when he went to Berlin tonight-,
went not to carry our answer, but rather to prepare the
way for our main communication.
THE PRIME MINISTER said that he agreed generally
with this course.
The Cabinet took note of the above
statements in regard to the informal
negotiations with the German Govern
ment with Mr " D " as an intermediary.

Ri chmond T err a ce, S .W. 1,
27th August, 1939 .
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THE INTERNATIONAL SITUATION.
(References Cabinet 44(39)).
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Minister of Agriculture and
Fisheries-.
Captain the Right Hon.
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THE INTERNATIONAL
SITUATION.

1.

THE PRIME MINISTER reminded his colleagues

that It had been arranged that Parliament should meet

again on Thursday, 31st August, but that power had
Re-call of
Parliament, been retained to recall Parliament earlier if
(Preyious
necessary. On the previous day he had seen
Reference:
Cabinet 42 Mr. Greenwood and had suggested that Parliament should
( 3 9 ) , Con
clusion 7 . ) meet on Wednesday, 30th August.
concurred in this suggestion.

Mr. Greenwood had
In view,^however, of

the further mobilisation measures adopted by the
Polish Government, and of various rumours which were
now current,' the Prime Minister said that he now
thought that it would b e desirable that Parliament
should meet on Tuesday, 29th August,

He very much

hoped, however, that it would be possible to avoid an
all-day'meeting.

He had therefore instructed the

Parliamentary Secretary to the Treasury to see the
two Opposition Leaders and to endeavour to arrange
matters so that the proceedings in the House of
Commons should consist of a statement by the Prime
Minister, followed by short commentaries by the
1

Leaders' of the two main Opposition Parties, to be
followed immediately by the adjournment of the House.
Both the Opposition Leaders had said that in their
view this procedure was appropriate.

It was, of course,

doubtful how far all their followers would agree to
this course.
General agreement was expressed with this
proposal.

It was felt that a meeting of Parliament

on Tuesday would, give rise to less difficulty than if
the meeting was postponed until a later date.

The

view w a s also expressed that it would he undesirable
to have recourse to the Closure in order to shorten
discussion in the House of Commons.

It was felt

that the influence of the Speaker would he the most
effective means of dealing with this matter.
The Prime Minister said that it would, of
course, he impossible for him to give to Parliament
anything more than an outline of Herr Hitler's
communication and\pf the Government's reply.

Sir

Nevile Henderson was authorised to give a verbal
assurance to Herr Hitler that this procedure would be
followed.

It was suggested that it might also be

desirable that a telegram to the same effect should be
sent as soon as possible to Berlin.
THE FIRST LORD OP THE ADMIRALTY mentioned
that it would be convenient that the House of Lords
should meet at 3.0 p.m. on the following day.
The Cabinet agreed to the Prime Minister's
suggestion that both Houses of Parliament
should be summoned to meet on Tuesday,
29th August.

jHB INTER-.
SITUATION.

Danzig and
Germany.

2. ' THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
gave the Cabinet the latest information in regard io
*

the international situation. Some of this information j
is recorded on the Secretary's Standard File o f
Cabinet Conclusions^
The Foreign Secretary said that late on

l(Previous
^Reference:
Cabinet 4 4 ( 3 9 ) )

Attitude o f the
French Government,

the previous night a telegram had been received
from Sir Eric Phipps saying that, although the need
for speed was recognised, the French Government were
anxious to be informed in advance of the nature of
our reply to Herr Hitler.

Accordingly, the Foreign

Secretary said that he had seen M. Corbin early
that morning and had shown him the draft reply.
He had explained that the draft had not yet been
approved by the Cabinet, but that he did not
anticipate substantial alterations.

He had agreed

that M. Corbin might take notes of the reply and
might communicate the substance of it to the French
Government, in strict confidence and in paraphrase.
In reply to a question by the Secretary of
State for Dominion Affairs, THE PRIME MINISTER- said
that we had had no prior knowledge of the letter
which M. Daladier had addressed to Herr /Hitler, or
of Herr Hitler's reply thereto.
The Prime Minister also warned his
colleagues against accepting as accurate the
statements appearing in the newspapers as to the
precise terms of Herr Hitler's reply to M. Daladier.
The

statement attributed to Herr Hitler on the

tape-machine was "I have made a demand for Danzig
and the Corridor to be returned".

There might be

a considerable difference between this statement
and some of the statements which had appeared i n the
headlines.

Ill

In reply to a question THE SECRETARY OP STATE
POR FOREIGN AFFAIRS said that it appeared that the French
had intended to keep secret M

t

e

Ealadier s letter to Herr

Hitler and Herr H i t l e r s jroply, but that publication had
taken place in Berlin.
THE HOME SECRETARY suggested that it might be

Italy's
1 position.

useful to make another attempt to ascertain, through
Sir Percy Loraine, what action Signor Mussolini was
taking.

The Home Secretary also drew attention to a

statement that Herr von Papen was reported to have made
in Turkey to the effect that Italy was not going into the
war and that Turkey should therefore remain neutral.
THE PRIME MINISTER said that he thought the
1

main factor in determining Signor Miiissolini s attitude
would probably be fear of revolution if Italy was
involved in war.
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS agreed
with the Home Secretary's suggestion and said that a
telegram to Sir Percy Loraine in the sense proposed had
already been drafted.

I

Attitude of
Poland.

THE SECRETARY OF STATE FOR AIR asked for
information as to the statement in the Press that Poland
had carried out general mobilisation.
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS read
out telegram N o 3 4 1 from Warsaw to the effect that the
0

measures taken did not amount to general mobilisation.
It was agreed that it would be desirable to
send a telegram to Warsaw in order to make sure that the
Polish Government did not allow the impression to be
created that they had carried out general mobilisation.
Consideration
Copies of the revised draft reply to Herr
£ the draft
epiy to
Hitler were then handed round to the Cabinet.
Hesr H i t l e r .

THE CHANCELLOR OF THE EXCHEQUER explained that
devious
eference:
,abi.net 44
(36))

he had received proposed omerdmente from practically all
- 4
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of his colleagues, and that these had b e e n very fully
considered at a meeting held on the previous evening.
The revised draft showed the passages in which
alterations had been made in the text in consequence
Of the amendments received.
The following were the m a i n points touched
on in discussion.
Paragraph 4, International Guarantee.
THE SECRETARY OP STATE POR WAR made further
reference to this matter.

He asked whether the Poles

wanted an international guarantee.
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS
said that he had suggested to the Polish Ambassador
some time ago that an international guarantee might
be a great help in dealing with the Danzig position and
that the Ambassador had nodded his agreement.
THE PRIME MINISTER said that he had appreciated
the Secretary of State for War's point that we must take
care that we did not enter into an arrangement whereby
Poland would no longer be in a position to afford us
help on a reciprocal basis.

He thought, however, that

an international guarantee- such as he had i n m i n d

p

and reciprocal treaty arrangements between this country
and Poland wero not inoompatible

B

ill

The statement that "His Majesty's
Government have noted with satisfaction that the
Polish Government have already expressed their
readiness to enter into direct discussion with the
German Government

wars based on President

Roosevelt's interpretation of the Polish Government'g
reply to his invitation.
It was agreed that it would be necessary
to verify that this statement did not go too far.
Paragraph 4: third sentence.
THE FOREIGN SECRETARY

said that he w a s

anxious to omit this sentence and to amend the
succeeding sentence on the following lines - "If
such a discussion was found possible and led to
agreement".
Sevex^al Members of the Cabinet said that they
would like to see the suggestion contained in
paragraph 4 for the resumption of direct negotiations
between Poland and Germany made more definite.
. SIR NEVILE HENDERSON said that when he had
suggested to Herr Hitler that .... - should have, direct
negotiations with Poland, Herr Hitler had replied
that he had already made this suggestion and that
Poland had turned it down.

THE SECRETARY OP STATE POR AIR suggested
that it would he desirable that we should offer our
good offices in getting direct negotiations started
between Germany and Poland if difficulties arose.
This would constitute a positive contribution.
THE PRESIDENT OP THE BOARD OP TRADE
thought that it would be better to embody the
following two points in paragraph 4t

first,

that it would be an essential condition of direct
negotiations between Poland and Germany that the
negotiations should be.between equals.

Secondly, that,

having made the first point, we should be able to
go rather further in urging the Poles to agree to
direct negotiations.
General agreement was expressed with this
suggestion, which the Prime Minister thought had
much to commend it.
Paragraph 5:

THE SECRETARY OP STATE POR 3C0TLAMH

referred to telegram No. 329 from Warsaw in which
Colonel Beck had indicated that he was prepared to
put forward the suggestion of an exchange of population,
but not directly.

He wished to see a more positive

suggestion made in this paragraph with regard to
Minorities.
This view was generally accepted.
THE PRIME MINISTER added that he thought
that M. Beck would be'very unwilling to offer to
start direct negotiations with Germany, unless he
knew that the offer would be accepted.

His view

was that this matter should be dealt with in such
a way that we should first obtain the simultaneous

agreement of both sides for direct negotiation,
before either side was asked to make a move.
Paragraph 7:

It was agreed that the last

sentence of this paragraph (top of page 5) should be
omitted, oh the grounds that to introduce a suggestion
as to trade would somewhat lower the level of the
document.
THE PRIME MINISTER said that in his view
the communication to Herr Hitler was now a dignified,
firm a n d yet quite unprovocative document.

He thought

that th. communication, supplemented by a verbal
account nftxich the Ambassador would b e in a position
to give, would riieet the situation admirably.
The Cabinet agreed:
To authorise the despatch of the
communication to the German Chancellor,
subject to the necessary amendments
being made by the Prime Minister and
the"Secretary of State for Foreign
, Affairs to give effect to the above
suggestions, and to bring the
communication into line with any
further developments which might
take place before Sir Nevile Henderson
'left in the course of the afternoon.

U.S.A.
AND CANADA.

3

*

T

h

e

Cabinet had before them the following

documents.
Purchases in
Time of War.

(i) Memorandum by the Minister of Supply
on "Purchasing Commission in the
United States and Canada" ( C P . 177 (39)).
(ii) Memorandum by the Chancellor- of the
Exchequer on "Purchases by Government
Departments in Foreign Currencies .'
( C P . 182 (39)).
1

Appended to the Memorandum by the Minister
of Supply was a copy of the Report by Lord Riverdale
on his mission to the United States in relation to
the establishment of purchasing arrangements in that
country.

It was pointed out that the report had

been considered by an Interdepartmental meeting
representing the Departments of Government concerned
which had recommended that, in the first instance,
a small number of officers should be sent as quickly
as possible to Canada and that from there they should
put in hand arrangements for the opening of a purchasing
commission in New York,which could be developed on
the lines suggested in Lord Riverdale's report.
The Minister of Supply recommended that the
above proposal should be approved subject to any
comment from His Majesty's Ambassador at Washington,
with whom the Foreign Office were understood to be
in communication.
In his Memorandum (CP, 182(39))the. Chancellor of the
Exchequer expressed agreement in general with the
proposals of the Minister of Supply but drew the
attention of his colleagues to the financial problems
connected with the question of purchases by Government
Departments in foreign currencies.

In order to ensure that our limited -rescoir-ces
were devoted to the purchases which ranked highest
in priority, the Chancellor proposed to set up a
small working Committee on the lines of the Treasury
Inter-Service Committee including representatives
of the Treasury

(with representatives of the Bank

of England), the Ministry of Supply and the Defence
Departments and the Pood (Defence Plans) Department,
with the following tasks :
(i)

(ii;

To approve forthwith new proposals
involving the expenditure of money
in foreign countries by any Government
Department or, if they are unable
to approve, to report to him with
recommendations.
To proceed as speedily as possible,
in consultation with the Department
concerned, to draw up estimates of
the requirements in foreign exchange
both in the immediate future and
over a period of three months ahead.
In the course of discussion the FIRST

LORD OF THE ADMIRALTY said that he assumed that the
proceedings of the small working Committee, like
those of the present Treasury Inter-Service
Committee, would be reported to all the Ministers
concerned.
This was agreed to.
The Cabinet approved the proposals
set out in the Memoranda of the
Minister of Supply and the
Chancellor of the Exchequer.

Richmond Terrace, S.W.1.,
28th August, 1939.

-

MOST

SECRET.
(The following notes record what was said
at the Cabinet Meeting held on the 28th
August, 1939 (Cabinet 45 ( 3 9 ) , Conclusion 2 ) ,
relating to M r D " , the intermediary.)
M

THE SECRETARY OP STATE''FQR FOREIGN APPAIRS read
out to his colleagues Telegram Wo. 482 from Berlin, a
copy of which is appended to this Minute, setting out
the three points which Mr " D " had. put to Field Marshal
Goering.

The latter had subsequently spoken to Herr

Hitler, and afterwards telephoned to Mr " D " .
The Foreign Secretary said that he had also had
a message from Sir Harold Wernher, to whom Mr " D " had
also communicated.

The latter had stressed to Sir Harold

that the government's reply should be neither cold nor
"governessy," ' -

It had been his intention to proceed at

once from Germany to Sweden, but the Foreign Secretary
had told Sir Harold Wernher that it would be useful that
M r " D " should remain in Germany, in order that he might
be available for further discussions with Field Marshal
Goering.
At a later stage in the Cabinet Meeting, when
the draft communication to Herr Hitler was under con
sideration, a question was asked as to whether there was
anything in M r " D ^ " report which necessitated alterations
in the communication.

Richmond Terrace, S.W.1,
28th August, 1939 .

It was agreed that there was not.
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Meeting of the Cabinet to be held at No.10%
Downing Street, S.W.I., on WEDNESDAY, 30th
AUGUST, 1939, at 11.30 a.m.

AGENDA. .
1.

THE INTERNATIONAL SITUATION.
(Reference Cabinet 45 (39) Conclusion 2 ) .
Telegram No.499 from Berlin - circulated herewith.

IF TIME PERMITS:
2.

RECRUITING POR THE ARMY ON MOBILISATION.
Memorandum by the Secretary of State for War,
C P . 184 (39) - already circulated.

3

V

EMERGENCY LEGISLATION: UNEMPLOYMENT INSURANCE AND
"UNEMPLOYMENT ASSISTANCE.
Memorandum by the Minister of Labour.
C P . 186 (59) - already circulated.
(Signed)

E.E. BRIDGES,

Secretary to the Cabinet.

Richmond Terrace, S.W.I.,
30th August, 1939.

COPY HO.
C A B I N E T

46(59).

CONCLUSIONS of a Meeting of the Cabinet held
at 10 Downing Street, S.W.I., on WEDNESDAY,
30th AUGUST, 1939, at 11.30 a.m.
P R E S E N T .
The Rt. H o n . Neville Chamberlain, M.P.,
Prime Minister.
(in the Chair).
The Right Hon.
The Right H o n
Sir John Simon, C C S . I., G . C . V . C ,
Viscount Runciman,
Lord President of the
O.B.E., K.C., M.P., Chancellor
of the Exchequer.
Council.
0
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I.

THE INTERJ NATIONAL

THE FOREIGN SECRETARY said that the Cabinet

would have seen the terms of Kerr Hitler's reply

I SITUATION.

dated the 30th August (Telegram No. 499 from Berlin)

(Danzig and
Germany.

to our communication i.f the 28th August..

Consideration
of Herr
Hitler s reply
to the British
I Government s
j Communication
of 28th August.

In

regard to the sentence towards the end of the reply

1

in which it was stated that the Germans counted on

1

f(Previous
Reference:
Cabinet 45 (39)
Conclusion 2. )

the arrival of a Polish emissary with full powers in
Berlin on Wednesday, the 30th August, the Foreign
Secretary said that a telegram had been sent to
Berlin at 2.0 a.m. to say that we would give careful
consideration to the reply of the German Government
on Wednesday, but that we could not arrange for a
Polish representative to arrive in Berlin on that
day (Telegram No. 285 to Berlin).
A telegram had also been sent to Rome early
in the morning to indicate that we had it in mind to
suggest a military standstill to the German Government.
A telegram had also been sent to Warsaw
saying that, while we could not take the responsibility
of advising the Polish Government not to carry out
full mobilisation, we hoped that their measures would
receive as little publicity as possible

(Telegram

N o . 330 to W a r s a w ) .
The Foreign Secretary then referred to the
first summary of Herr Hitler's reply which had been
received before the arrival of the full text..
(Telegram No. 498 from B e r l i n ) .

He had discussed

this summary with the Prime Minister about midnight
on the previous night and had begun the preparation of
a draft reply to what he had felt was a most u n 
satisfactory document.

On returning to the Foreign

Office, however, he had found that the text of the
full reply from Kerr Hitler was in process of being
received.

On studying the full text, he had f^elt

and still felt that the summary had b e e n misleading.
Although the full text was open to several inter
pretations, nevertheless he thought that the line we
should take in regard to it was fairly clear.

It might

be that Herr Hitler was playing for time, or that he was
hoping to manoeuvre us into breaking off negotiations.
8

The terms of Herr H i t l e r s reply were somewhat bombastic,
but he thought that, when stripped of its verbiage, i t
revealed a man who was trying to extricate himself from
a difficult position.

Thus, Herr Hitler accepted

discussion with the Polish Government, but said that t h e
discussion must start at once in Berlin.

Agaixa, he

accepted our proposal in regard to an international
guarantee, but subject to the consent of the U.S.S.R.
He had also stated that the German Government have never
had any intention of touching Poland's vital interests
o r questioning the existence of an independent Polish
State.
The Foreign Secretary then gave his colleagues
certain information received from a special source as t o
the course of negotiations.

This information is

recorded on the Secretary's Standard File of Cabinet
-ArConclusions.
The Foreign Secretary said that he thought that
the general line which our reply should take should be t o
pin Herr Hitler down to the points in his reply in which
he had met our point of view, and on other points to
endeavour to safeguard the position of ourselves and of
our allies.

He thought that the action required v/as

(l) to send a reply as soon as possible to the German
Government, (2) to send a telegram to Warsaw, and (3) to
communicate the text of our reply to the French and
Italian Governments.

The suggestion had also been made

that the Prime Minister should send a personal message to
/he

Herr Hitler,
- 2 

/Wv^*

The F o r e i g n S e c r e t a r y s a i d t h a t r e p o r t s had
b e e n r e c e i v e d from v a r i o u s s o u r c e s o f
d e m o n s t r a t i o n s up and down
difficult

anti-Government

Germany^

I t was

t o a s s e s s t h e v a l u e o f t h e s e r e p o r t s but

h e thought t h a t e v e r y t h i n g p o i n t e d t o t h e l i n e which
we t o o k b e i n g a t once f i r m y e t

unprovocative.

I n f o r m a t i o n was a l s o g i v e n as t o the
p o s i t i o n of t h e German t r o o p s .

latest

I n one q u a r t e r i t had

b e e n s u g g e s t e d t h a t Germany now had 60 D i v i s i o n s on h e r
E a s t e r n F r o n t i e r and t h e r e had been a rumour t h a t
R u s s i a had s t r e n g t h e n e d h e r g a r r i s o n s on t h e P o l i s h
frontier.
THE SECRETARY OF STATE FOR WAR s a i d
i n f o r m a t i o n which he had r e c e i v e d i n d i c a t e d

that
that

Germany had 46 D i v i s i o n s on h e r E a s t e r n F r o n t i e r and
15 on h e r Western F r o n t i e r .
these m i l i t a r y

It

was a g r e e d , h o w e v e r ,

c o n c e n t r a t i o n s a f f o r d e d no v a l i d

argument a g a i n s t f u r t h e r n e g o t i a t i o n s w i t h

the German

Government.
I n the course o f d i s c u s s i o n , r e f e r e n c e was
made t o the demand f o r the r e t u r n o f Danzig t o t h e
Reich,
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS
s a i d t h a t t h i s had b e e n an e s s e n t i a l
t h e German demands.

feature in

all

that

In reply to a question "by the Minister of
Supply,

h e said that h e did not know whether the

"return of Danzig" meant the return of the City
only or whether It
territory.

included the surrounding

On this we should maintain o u r general

position, namely, that the criterion was whether
Poland's vital interests were affected.
Reference was also made t o reports of
atrocities which had been received.

As usual

it seemed impossible to find out what amount of
credence should b e attached to these reports,
THE MINISTER

OP SUPPLY said that the

night before he had listened in to the German w i r e 
less.

This had consisted of a succession of

reports, with great wealth of detail, of attacks
on persons of German race in Poland.

The Polish

wireless had cited several instances of German
patrols which had been encountered 5 kilometres
on the Polish side of the frontier.
O n the general question as to the inter
pretation to b e placed upon the German offer, the
question was asked whether the demand that the
Polish Emissary with full powers should b e at
once despatched to Berlin should be taken as
showing that Germany intended to impose on the
Polish representative the same sort of treatment
as had been accorded to Dr. Schusnigg
Hacha,

and Dr.

THE FOREIGN SECRETARY s a i d t h a t
t h a t had been h i s f i r s t
confirmed by f u r t h e r

i m p r e s s i o n i t had not been

study o f t h e document.

thought i t was s i g n i f i c a n t

that while Herr

r e p l y s t a r t e d w i t h some r a t h e r v i o l e n t
the l a t t e r h a l f

while

contained a formal

He
Hitler's

statements,

declaration.

THE SECRETARY OF STATE FOR AIR thought
t h a t t h e r e p l y was what one would e x p e c t t o
from a man who f e l t

receive

o b l i g e d t o put up a show o f

m a i n t a i n i n g h i s own p o s i t i o n and y e t , a t t h e same t i m e ,
felt

c o n s t r a i n e d t o accept t h e p o i n t s put t o him.

W h i l e he a g r e e d t h a t at f i r s t
unsatisfactory,

i t did in fact

s i g h t t h e l e t t e r was
c o n t a i n an acceptance

o f our p o i n t s , though i n a g r u d g i n g and not
satisfactory

very

way.

THE PRIME MINISTER a g r e e d t h a t t h e most
u n s a t i s f a c t o r y t h i n g i n Herr H i t l e r ' s r e p l y was t h e
demand t h a t t h e P o l i s h Emissary should go t o
to-day.
technique.

This d e f i n i t e l y

Berlin

represented part o f the old

I t was e s s e n t i a l t h a t we should make i t

q u i t e c l e a r t h a t we were not g o i n g t o y i e l d on t h i s
point.
The Cabinet then turned t o c o n s i d e r a t i o n of
t h e terms o f t h e d r a f t

r e p l y t o be sent t o t h e German

Government, and o f a d r a f t

t e l e g r a m t o Warsaw.

C o p i e s o f t h e d r a f t s were handed round, at t h e M e e t i n g .

Draft reply
to the
German
Government.

The following were the main points made
in discussion of the draft reply to the German
Government:Paragraph 4.

It was stated in this paragraph

that the German Government accepted in principle
the condition that any settlement should be made
the subject of an international guarantee.

Did

the terms of the German communication on this
point - "the existence of the Polish State in the
form in which it would then continue to exist could
be adequately safeguarded in the economic and
political sphere by means of international
guarantees" - constitute a complete acceptance
of our proposals?

The words underlined were

perhaps the most sinister in the communication.
It was suggested that this point should
be borne in mind in connection with the terms of
paragraph 4 of our reply.
The venue for the meeting of Representatives
of the German and Polish Governments.

Considerable

discussion took place on this point.
THE SEORETARY OP STATE POR FOREIGN AFFAIRS
said that the question of holding a meeting on some
neutral ground had been mooted, but that no definite
enquiry had as yet been made on this point.
THE PRIME MINISTER suggested that it might
not be desirable to include in the reply to the
German Government any specific reference to the
venue.

He thought a position might well arise

in which the Polish Government would say that
they were prepared to send a representative to meet
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The following were the main points made
in discussion of the draft reply to the German
Government:Paragraph 4.

It was stated in this paragraph

that the German Government accepted in principle
the condition that any settlement should he made
the subject of an international guarantee.

Did

the terms of the German communication on this
point - "the existence of the Polish State in the
form in which it would then continue to exist could
be adequately safeguarded in the economic and
political sphere by means of international
guarantees" - constitute a complete acceptance
of our proposals?

The words underlined were

perhaps the most sinister in the communication.
It was suggested that this point should
be borne in mind in connection with the terms of
paragraph 4 of our reply.
The venue for the meeting of Representatives
of the German and Polish Governments.

Considerable

discussion took, place on this point.
THE SECRETARY OF STATE POR FOREIGN AFFAIRS
said that the question of holding a meeting on some
neutral ground had been mooted, but that no definite
enquiry had as yet been made on this point.
THE PRIME MINISTER suggested that it might
not be desirable to include in the reply to the
German Government any specific reference to the
venue.

He thought a position might well arise

in which the Polish Government would say that
they were prepared to send a representative to meet

the representatives of the German Government, hut
that they would not send a representative to Berlin.
At a later stage in the Meeting, several
members of the Cabinet said that they attached
considerable importance to the venue being on neutral
ground, and they thought it was important that we
should communicate our views on this matter to the
i-

German Government.

It was suggested that this might

be done through informal channels.
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
read out a telegram which had just been received f r o m
Sir H. Kennard (Telegram Ho. 360from W a r s a w ) , in
which he emphasised the importance of the meeting
taking place in a neutral country, or in Italy.
Representation of the Polish Government in
Negotiations with the German Government. Herr Hitler*s
reply spoke of the despatch to Berlin of a Polish
emissary with full powers.

The view was expressed

that it was very important that arrangements should he
made for the Polish Government to be adequately
represented.

A suggestion was first made that an

addition to paragraph 7 of the draft might be made
to deal with this point.
Later in the discussion it was suggested
that it was for the Polish Government to say how they
wished to be represented in the negotiations with
Germany, and that we should put ourselves in the
position of standing behind the Polish Government
and getting them to indicate their views as to their
requirements as to representation (and also as to
venue).

This view met with general approval.
THE PRIME MINISTER said, and the Cabinet

agreed, that the views expressed in regard to
representation and venue would be carefully
considered, with a view to suitable amendments being
made, -to- the draft reply to the German Government.

i

Paragraph 8.

The Cabinet noted the

suggestion that no military movements should take
place during the negotiations.

It was explained

that the stand-still proposed in this paragraph would
be for an indefinite and not for a specified period,
since the latter would give rise to a dangerous time
when the specified period came to an end.
THE SECRETARY OP STATE FOR INDIA asked whether
it would be possible to go further and to suggest that
forces on b o t h sides should b e withdrawn for a reasonable
distance behind the frontiers.
In discussion THE PRIME MINISTER said that he
deprecated this suggestion, because he felt sure that
it would be rejected and he did not wish to get into
a dispute with the German Government on points of this
nature.
It was agreed that the sentence in paragraph 8
which made reference to somewhat analogous circumstances
in September last should b e omitted.
THE SECRETARY OF STATE FOR DOMINION AFFAIRS
referred to the \7ords "vital interests" in paragraph 2
and to the words "Polish vital interests and
independence" in paragraph 5.

As a matter of drafting,

he wondered whether paragraph 5 could not b e worked
into paragraph 2.
Draft Telegram
to Warsaw.

The Cabinet then considered the draft
telegram to Warsaw.

It was suggested that reference

might be made in this telegram to the venue for the
meeting of the representatives of the German and Polish
Governments.
THE SECRETARY OP STATE POR FOREIGN AFFAIRS
explained that he proposed to send M. Beck a copy of
our reply to the German Government.

THE SECRETARY OP STATE POR SCOTLAND s u g g e s t e d
that in order to save time it might he desirable t o
send a tele gran dealing with the question of venue
before the reply to the German Government was despatched
THE SECRETARY OP STATE POR FOREIGN AFFAIRS
undertook to consider this suggestion.
THE PRESIDENT OF THE BOARD OF TRADE thought
t h a t it would b e wise to give the Polish Government a
considerably clearer indie ation, than v/as c o n t a i n e d in
the draft telegram, of our sense of disapproval a t
tone and substance of the German telegram i f
au pied de la lettre.

the

taken

It should also b e e x p l a i n e d

to the Polish Government that our policy was to

pia

the Germans down to the good points in their answer
and to work for improvements on the points -which v/eire
less satisfactory.

It v/as agreed that suitable

amendments should be made on these lines.
It was agreed that the conclusion o f
paragraph 2 of this telegram should be m o d i f i e d

in

the sense of indicating that the essential p o i n t
in the German reply was that the German Government
were prepared to negotiate.
Paragraph h.

It v/as agreed that the words

"will see their way to do so immediately" should be
modified.
The Cabinet approved the general lines
of the draft telegrams to Berlin and
Warsaw, and authorised the despatch
of the telegrams, subject to the
necessary amendments being made on
the lines agreed in the discussion.

THE INTERNATIONAL
SITUATION
(CONT*D.)

2.

.

THE SECRETARY OP STATE POR AIR asked

whether the position in regard to Turkey could now
be regarded as satisfactory, or whether there was

Turkey.
(Previous
Reference:
Cabinet 42
( 3 9 ) , Con
clusion 4.

any cause for anxiety.
THE SECRETARY OP STATE POR FOREIGN AFFAIRS
said that he thought that the situation could now
be regarded as satisfactory.
The Cabinet took note of this statement.

THE INTERNATIONAL
SITUATION
(CONT'D. )

3.

THE SECRETARY OE STATE FOR AIR asked

whether the position in the Ear East was any clearer.
THE SECRETARY OP STATE POR FOREIGN AFFAIRS

The Par
East.

said that he had no definite information.

He had,

however, had some discussion with the Japanese
(Previous
Reference;
Cabinet 41
( 3 9 ) , Con
clusion 4. )

Ambassador, who had informed him that he might
become the Foreign Secretary in the new Japanese
Cabinet, and added that, if he were offered that
post, he would wish to discuss the position with the
Foreign Secretary before reaching a decision.
The Cabinet took note of this statement.

- 11 

PENCE
ASURES.

4.

THE PRIME' MINISTER reminded his colleagues.

J

thatj in the Debate in the House of Commons on the
vacuation.
previous day,, Mr. Greenwood had pressed that the
previous
Reference:

evacuation of children should take place at once.

Cabinet 48 (*9)
Conclusion 2* )

The Prime Minister thought that the moving spirit
behind this proposal was Mr. Herbert Morrison, and
that M r . Greenwood had perhaps spoken rather more
strongly in favour of it than he had intended.

Later

in the evening of the previous day he had received a
Deputation from the National Council of Labour, con
sisting of Sir Walter Citrine
Mrs. Barbara Gould.

9

Mr. Herbert Morrison and

It was noticeable that Mr. Herbert

Morrison had pressed the point far more strongly than
the other two.
The Prime Minister said that he had replied
sympathetically, but had pointed out the serious
disadvantages of carrying out evacuation at this
moment.

V/hile it wa3 easy to send the children away,

it was by no means so easy to decide when they should
return.

Again, people would put up with things in war

which they would not tolerate in peace.

While he was

not afraid of the effect on public opinion in this
country or elsewhere if a decision was announced to
carry out evacuation, he thought it would make it more
difficult to resist pressure
to leave London.

to allow business firms

He had indicated that, in his view,

the risks of air bombardment were not perhaps quite so
Imminent as the members of the Deputation thought.

There!;,

w a s reason to think that Hcrr Hitler would not start
operations against u s , but would wait for us to attack him. .,
He thought that he had convinced Sir Walter Citrine
and had half convinced Mrs. Gould, but had made little
or no effect upon Mr. Herbert Morrison.

He had, however, ,!

said that the whole matter would be kept under careful
review, and that the position might b e affected by
Herr Hitier"s reply.

The Prime Minister said that the French Government
had now started the evacuation of children, and he w a s
disposed to think that there was a prima facie case for
r e v i e w o f the decision not to start evacuation.

If

such a decision was reached, however, it would be necessary
t o exercise great care in the Press announcements made,
and not in any way to relate the decision to Herr Hitler's
reply.
THE LORD PRIVY SEAL said that if the order to
c a r r y out evacuation was not given almost immediately,
evacuation could not start until Friday.

The process

would take three days, and would, indeed, spread into the
fourth day.

Unless immediate orders were given, the scheme

c o u l d not, therefore, be completed until Monday.
THE MINISTER FOR CO-ORDINATION OF DEFENCE said
t h a t it seemed to be assumed that we should have a
certain amount o f time to complete our Defence preparations,
after an invasion of Poland by Germany.

It would clearly

toe necessary that we should concert with the French as
t o the time at which we should declare war on Germany
i n this event.

To the extent to which the French

preparations were in advance of our own, they would
presumably be less disposed than we should be to delay
i s s u i n g an ultimatum.
THE SECRETARY OP STATS FOR AIR said that he
understood the Chiefs of Staff had considered this matter
on t h e previous '7.ay and had decided for the present t o make
y

BO recommendation f o r the immediate evacuation o f

children.

THE HOME SECRETARY thought t h a t it would be
impossible to delay the issue of an ultimatum if Poland
was invaded.
In the course of discussion the view was expressed
A

t h a t it would h e better to wait a day, and see whether a
satisfactory reply was received in regard to the venue
for t h e meeting between representatives of the Polish
and German Governments.,

It would be a grave responsibility

to order evacuation immediately.
THE SECRETARY OP STATE POR FOREIGN AFFAIRS said
t h a t he would prefer to wait another day.
THE MINISTER OF LABOUR tad THE SECRETARY OF STATE
FOR THE COLONIES expressed agreement with this view.
THE MINISTER OF TRANSPORT pointed out that unless
a decision was given by 2 p . m
could n o t

9

0

on any day. evacuation

from the point of view of transport

s

be

carried out on the ensuing day.
After further discussion

5

the Cabinet agreed 

(l) Not to issue orders forthwith to set in
motion the Government evacuation scheme
for the civil population:
(2) That the question of issuing orders to set
this scheme in motion should be kept under
continuous review in the light of the
international situation:
( 3 ) To authorise the Prime Minister to give
the necessary directions to set the
evacuation scheme in motion in consultation
with the Ministers concerned when he
considered that this was necessary.
5
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ARMY RECRUITMENT
GS MOBILISATION.

5.

The Cabinet had before them a Memorandum

b y the Secretary of State for War ( C P . I8h

(39))

on the subject of Recruiting for the Array on
Mobilisation, in which it was pointed out that,
in view of the man power available in the Regular
Army, including Reservists and Supplementary
Reservists,and in the Territorial Army, there would
be no need for large numbers of recruits at the
outbreak of war, except for certain tradesmen, and
that the Militia would b e available for immediate
reinforcements.
The recruitment of a large number of
volunteers, therefore, which was contemplated under
existing plans,would be likely to cause considerable
embarrassment and the Secretary of State for War,
therefore, proposed that, except for special classes
of tradesmen and semi-skilled labour to meet
deficiencies on the outbreak of war of a kind which
the Militia could not meet, and possibly in Northern
Ireland, voluntary recruitment for the Army should
cease on the outbreak of war and that recruits should
be obtained throxigh the machinery of the National
Service (Armed Forces) Act.

It would still, of

course, b e open to the Navy and Air Force to continue
voluntary recruitment.
The Secretary of State for War asked for
authority to make preparations on the above lines
and to submit to those of his colleagues immediately
concerned the text of an announcement on the subject
which he suggested should b e issued as soon as it
was clear that war was inevitable.

THE SECRETARY OP STATE POR WAR explained
the m a i n points in his Paper which had been agreed with
- - -

the other Defence Ministers. In discussion, the MINISTER OP LABOUR
expressed the view that a decision to shut off
voluntary recruitment for the Army might have
undesirable psychological and political effects.

He

also thought that the absence of voluntary recruitment
would result in the Army failing to obtain the
services of a number of older men who would be valuable
a s noncommissioned officery or instructors, and that it
would not be dosirable to prevent recruitment
in the Army of older m e n who might lose their jobs in
the dislocation which would result on the outbreak of
war.
THE SECRETARY OP STATE POR WAR thought that
the psychological point would be met by "taking the
names of the older men who wanted to volunteer and
by, perhaps, arranging that a limited number of them
might be called up.
THE CHANCELLOR OP THE DUCHY OP LANCASTER
thought that while the principle set out in the
Secretary of State for War's Paper should be
accepted, there might well be a good deal still to
be done in working out the scheme.

Further, the

question of presentation was of great importance.
He drew attention to the fact that under the
Secretary of State for War's proposal the text of the
announcement should be submitted to those immediately
concerned.

After further discussion, the Cabinet agreed:
(l) That the draft of the proposed
announcement as to the policy to he
adopted in regard to voluntary
recruitment on the outbreak of war
should be considered by the following
Ministers
The Chancellor of the Duchy of
(Chairman).
Lancaster.
The Chancellor of the Exchequer.
The Lord Privy Seal.
The First Lord of the Admiralty.
The Secretary of State for War.
The Secretary of State for Air.
The Minister of Labour.
( 2 ) That, in the event of failure to reach
agreement, the matter should be
referred to the Prime Minister, or
to the Cabinet,
(3) That subject to any decision which may
be reached as a result of further
consideration of this matter by the
Ministers referred to in (l) the
National Service (Arm^-Porces) Bill
should be included in Category I of
War Legislation.

9 O
d 0

TOTEMPLOYMENT
INSURANCE AND
ASSISTANCE.

6.

The Cabinet had ID efore them a Memorandum

by the Ministry of Labour ( C P . 186 (39)) on the
subject of "Emergency Legislation - Unemployment

Emergency
Legislation.

Insurance and Unemployment Assistance",in which the
Minister ashed for the authority of the Cabinet to
introduce,at the appropriate moment,Bills dealing
with these matters,which had been approved b y the
Committee of Imperial Defence and were noted in
the Government War Boole.
As regards Unemployment Insurance, it was
necessary to talce power to modify the Unemployment
Insurance Scheme by regulations in certain respects,
to provide for any necessary Financial adjustment and
to obtain Parliamentary sanction for any increased
expenditure out

of monies provided b y Parliament.

As regards Unemployment Assistance, it was
necessary to talce power to extend b y regulations
the scope of the Unemployment Assistance Scheme and
to modify by regulations certain provisions of the
scheme, to secure covering authority for allowances
made otherwise than in compliance with the require
ments of the Act,and to obtain Parliamentary sanction
for any increased expenditure out of monies provided
b y Parliament.
It was pointed out that it would be necessary
to exercise the powers to be conferred by the Bills
as soon as the Cabinet decided that the Evacuation
Scheme should be put into operation.
After a short discussion the Cabinet
approved the proposals in the Minister
of Labour's Paper, summarised above.

Richmond Terrace, S.W.1.,
30th August, 1939

- MOST SECRET 
(The following notes record what was said
at the Cabinet Meeting held on the 30th
August (Cabinet 46 ( 3 9 ) , Conclusion 1 ) ,
relating to Mr D. the intermediary.)
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS said
tha.t Mr "D" had seen Field Marshal Goering at midnight

I

on the previous night, and had returned to England that I

I
morning.
with him.

The Prime Minister and himself had had a talk I
The main point which Mr "D" made was the

remarkable effect of our reply in Berlin.

No quarrel

I

was taken with the position we had taken up, and those p

I

who were working for peace thought that it offered a
way out.

It was suggested that the atmosphere was

rather like that of a nouveau-riche who found that he
was obtaining admission to the drawing-rooms of the
Great.
Marshal
Goering,
had reply,
been
stories Field
of Germans
being
shot. however,
But for our
thrown
into
a state
of out
almost
hysterical
anger by
war
would
have
broken
on Tuesday
morning.
That,
together with our knowledge of German habits and
methods, was the background against which we had to
consider the terms of our reply.
M r "D" had also said that the Germans felt that
in negotiations with the Poles they would, be faced
with unreasonable demands.

On the previous Thursday

the Fuhrer had said that he meant to take back into
Germany all Polish territories which had been within
the pre-war boundaries of Germany.

Field Marshal

Goering, however, had persuaded him to limit the
demands to Danzig and the Corridor.

Field Marshal

Goering was now discussing with Herr Hitler the
following as a basis of negotiation with the Poles:Danzig to return to the Reich.

As to the Corridor,

both sides should demobilise, and thereafter a

,1
!1

plebiscite to take place, on the Saar model.

If the

majority went to Poland, Germany would be content with
a corridor across the Corridor.

If the majority went

to Germany, the Poles would be given two corridors,
one to Danzig and one to Gdynia.

The reference to

the "Saar model" meant, presumably, that the Poles
who had been brought into the Corridor area since the
War would not be eligible to v o t e .

It was proposed

that the plebiscite should be under the control of
Great Britain, Russia, or some neutral State.

It had

not, however, yet been agreed that this should form
the basis of negotiations.
At a later stage in the Meeting the Foreign
Secretary read out a telegram which had. been received
from Sir Howard Kennard, to x.he effect that the Poles
thought that the basis of negotiations should be a
compromise between the March demands and the status quo.
The Polish view was that now that they had Prance and
Great Britain behind them, they could not concede in
full demands which they had refused in March last.
THE PRIME MINISTER said that this point of view
covered the question of international guarantee.

Richmond Terrace, S.W.1,
30th August, 1939 .
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THE PRIME MINISTER said that the Cabinet

met under the gravest possible conditions.

The

event against which we had fought so long and so
earnestly had come upon u s .

But our consciences

were clear, and there should be no possible question
now where our duty lay*
THE SECRETARY OP STATE FOR FOREIGN AFFAIRS
said that the position was still confused in many
respects, but the main lines were clear.

In the

last two days the principal obstacle to progress had
been the difficulty of establishing contact between
the Germans and the Poles.

On the previous night

a telegram had been sent to the Polish Government
saying that we hoped that they would instruct their
^Ambassador in Berlin to see Herr von Ribbentrop.

It

was not quite clear what action had actually been
taken, though it appeared that Herr von Ribbentrop
had sent for Mo Lipskic

All this, however, was rather ancient
history.

The Cabinet would now have seen the

announcement of the German Government which had
appeared in the Press that morning.

Since then,

reports had been received of the invasion of Poland.
The Cabinet would also have seen a copy of Herr
Hitler's proclamation, and also of Herr Flarster^
proclamation announcing the annexation of Danzig to
the Reich,
The Polish Ambassador had called to see the
Foreign Secretary that morning, and had said that he
had had information that German troops had crossed the
frontier at a number of places.

There were also

reports of the bombing of various Polish towns.
(the Polish Ambassador) had expressed the opinion
- 1 

He

that circumstances had arisen v/hich called for the
implementation of our guaranteeo

He (the Foreign

Secretary) had replied that, provided the facts were
as stated, h e did not suppose that we should differ
from the Polish Ambassador's conclusiono
The Foreign Secretary said that he had then
rung up the German Charge d'Affaires and told him
of the reports which had been received, namely, that
the German troops had crossed the frontier, and o f the
bombing of Polish towns,

He had asked the German

!

Charge d Affaires whether he had any information to
convey to the Foreign Secretary, or any message from
the German Government,

He had added that the situation

appeared to be a very serious one;
would be meeting shortly;

that the Cabinet

and that any further

communication would be made by Sir Nevile Henderson
to the German Government, and the German Charge
d'Affaires informed.
The German Charge d'Affaires had rung up a
quarter of an hour ago saying that he had had a message
from the News Department in Berlin that it was not
true that Warsaw and other cities had been bombed.
1

He had. also referred to an observation in Herr Hitler s
speech to the effect that there was shooting going on
from the Polish side and that they (the Germans) were
shooting back.
The Foreign Secretary also informed the
Cabinet of a telephone message he had received from
the American Ambassador in London to the effect that
he had had a telegram in regard to the bombing of
Warsaw, and indicating great satisfaction with our
attitude.

Later in the meeting, various messages were
read out, which appeared to indicate that the reports
of the bombing of Warsaw, at any rate, were premature.
The Foreign Secretary also referred to two
conversations which he had had with Count Giano on
the previous day, although these were now of perhaps
historical interest only.

The first message had been

that Signor Mussolini v/as very anxious to help, but
wanted some new fact on which to approach the Fiihrer.
He had asked whether the Poles were willing to say that
they would agree to the return of Danzig to the Eeich
and to negotiate on other matters.

After speaking to

the Prime Minister, he (the Foreign Secretary) load
replied that Danzig was the kernel of the matter, and
that he did not feel that it would be possible to make any
progress on the basis suggested. As he saw the matter, the
real point v/as to get the German Government to agree
to negotiations.
Count Ciano had then rung up a second time and
had proposed that a general Conference should be held
on the 4th September to discuss all questions arising
out of the Treaty of Versailles which gave rise to
difficulties.

This matter had been discussed v/ith the

French Government, and it had been agreed that, while it
v/ould be impossible to accept the idea of negotiation
under an open threat of force, it v/as undesirable to show
any unwillingness to agree to negotiations under more
favourable conditions.

Tills suggestion had however

then been overtaken by the course of events.
The Foreign Secretary also read out to his
colleagues telegram Ho. 737 from Rome, in which Sir
Percy Loraine recorded a statement made by Count Ciano,
under the seal of secrecy, as to Italy's attitude.

In the course of discussion, it was pointed out
that

was at present no very definite information as

to what hostile action had taken place in Poland and that it was
desirable not to take any irrevocable action until we
had some greater assurance on this pointo

It was

pointed out that Herr Hitler was at present making a
speech which was being broadcast and further particulars
of this speech would be available before the end of the
Cabinet meeting.

A telegram had also been received from

Sir Nevile Henderson indicating that after Herr Hitler's
speech in the Reichstag there might be some further
peace effort on Herr Hitler's part.
THE PRIME MINISTER said that at a later stage
in the proceedings it would be necessary to consider the
terms of the communication to be sent to the German
Government.

He thought that it would be convenient if

the Minister for Co-ordination of Defence could at this
stage give the Cabinet the views of the Chiefs of Staff
as to whether it was desirable that this communication,
should contain a time limit.
THE MINISTER POR CO-ORDINATION OF DEFENCE
said that he had discussed this matter very briefly
before the meeting of the Cabinet with his Service
colleague B, the Lord Privy Seal and the Chiefs of Staff.
The process of evacuation of the civil population had
just started, and, looking at the matter from that
point of view, it was obviously desirable that there
should be a further delay before we sent a communication
in the nature of an ultimatum.

Apart from this point,

which was not of determining importance, the general
view of the Chiefs of Staff was set out in a paper
(CCS.

966 Revise) which they had prepared a few days

previously.

Broadly, their view was that, once an

ultimatum had been despatched, immediate action might
be taken by the potential enemy.

In principle, therefore,

the period between the despatch and the expiry of the
ultimatum, which was one of uncertainty, should be as
short as possible.
The Foreign Office representative had thought
that the period should be not less than 6 hours. In 1914
the periodhad been 4 hours. In the view of the Chiefs of Staff ,
from the air point of view, it was desirable, if an ultimatum with
a time limit was despatched, that the ultimatum should
expire at midnight, although from the Naval point of
view this was not an ideal arrangement.
The Chiefs of Staff had also considered
whether there was any particular advantage in delay
before the issue of an ultimatum.

Their general

feeling had been that, if we reached the conclusion that
circumstances had arisen in which we were bound to
implement our guarantee, the right course would be that
we should despatch to Germany a communication in the
nature of an ultimatum without any undue delay.
At this point the Cabinet adjourned discussion
of the nature of the communication to be sent to the
German Government, and considered various Defence Measures
(See Conclusion 2 below).
Later the Cabinet resumed discussion of the
communication to be made to the German Government,
Copies of a draft prepared were circulated to the
Cabinet.
The question was asked whether the information
which had been received as to hostile actions was
sufficiently definite to justify the despatch of a
communication on the lines of the draft.

The

Secretary of State for Foreign Affairs read extracts

from Herr Hitler's speech, which made it clear that on
Herr Hitler's own statement Germany v/as now invading
Poland.
The Foreign Secretary proposed the following
alteration of the final sentence in the draft
communication, which read:
"His Majesty's Government accordingly notify
the German Government that unless they can
immediately satisfy His Majesty's Government
that these reports are unfounded, or, in
the alternative, are prepared to give
His Majesty's Government satisfactory
assurances that aggression against Poland
has been stopped and that the German troops
will be promptly withdrawn from Poland,
His Majesty's Government will without
hesitation fulfil their obligations to
Poland."
This amendment met with general approval.
The Foreign Secretary added that he had
received a communication from the French Government to
the effect that they wished to declare war before we
did.

The reason given for this was said to be public

opinion in France, since the French Government were
anxious not to appear to b e dragged into war by u s .
It was agreed that while the French might
reasonably claim that we should not declare war before
they did, the right course would be that the French and
ourselves should declare war at the same time.
Some discussion ensued whether the draft should
b e amended to state specifically that we had been
invited by the Poles to fulfil our guarantee to thenw
The general feeling was that an amendment in this sense
was unnecessary and would not be an improvement.
THE SECRETARY OF STATE FOR FOREIGN AFFAIRS then
read to his colleagues a message which had been received
by Sir Alexander Cadogan from Mr. D
from Berlin.

. , speaking
1

The message was to the effect that he

supposed that we had heard that fighting had broken
out, and that, according to the information in Berlin,
this had resulted from the Boles having blown up a
bridge.

Herr Hitler had declared that he did not want

to start a world war, and wanted direct negotiations
with Great Britain.
Mr. D . v . s u g g e s t e d that he should fly back at
once from Berlin with Sir G. Ogilvie-Porbes as a last
minute attempt to avert the catastrophe.

Mr. D....

had said that we would ring up again at 1,15.
After discussion, it was agreed that the reply
to be sent by telephone to Mr. D.... should be stiff,
and should stress the fact that the only way in which a
world war could be stopped would be if the German troops
left Polish territory and hostilities were suspended.
Ho hope should be held out that we should act as mediators
between Germany and Poland.
The question whether a time limit should be
inserted in the communication to Germany was again
referred to.
THE PRIME MINISTER pointed out that it was
possible that the Germans might take aggressive action
on the receipt of this telegram.

Although it was

unlikely that they would start an air attack on this
country, they might start an attack on our merchant
shipping and ships of war.
It was pointed out that it was important to
ascertain the French attitude in regard to this matter.
The view generally held was that the insertion of a time
limit gave a false sense of security, and should be
omitted.

The real question at issue was when the draft

telegram should be despatched.

On this we should act

in consultation with the French Government.

The question was raised whether it was possible
to avoid a formal declaration of war, in view of the United
States of America's probable attitude under the Neutrality
Act.

It was agreed that this point should be borne in

mind, but the view generally held was that a declaration
of war. was the right course.
THE PRIME MINISTER proposed, and the Cabinet
agreed, that the communication as amended should be sent
off as soon as agreement had been reached with the French.
It was desirable that the despatch of the telegram should
take place at about 5 p.m. , in order that the fact that
a communication had been despatched should be announced
in Parliament.
THE SECRETARY OF STATE FOR DOMINION AFFAIRS
proposed, and it was agreed, that he should be authorised
to inform the Dominions in regard to the despatch of this
communication to the German Government.
THE PRIME MINISTER said that when the
communication was sent to the German Government he thought
our Ambassador should have instructions firstly to ask
when he might expect to receive a reply, and secondly, if
the reply was unfavourable, whether he should then ask for
his passport.

The view was expressed that our Ambassador

should be instructed to ask for a reply, but that the
question of the procedure to be adopted in this matter was
one for discussion with the French Governments
The Prime Minister and the Foreign Secretary
were authorised to take such action as they thought fit
in this matter,

-8

DEFENCE
MEASURES.

2.

THE MINISTER FOR CO-ORDINATION OF DEFENCE

said that at

a

meeting of the Defence Preparedness

Committee summoned very hurriedly that morning
Departments had been authorised to put the Precautionary
Stage into force, subject to one or two matters which
had b e e n reserved for decision by the Cabinet.
Mobilization
Measures.

Decisions taken that morning included the completion
of the mobilization of the whole of the Army (including
the Territorial Array) and the Royal Air Force by
Proclamation and of the Royal Navy with the exception
of the Royal Naval Special Reserve.

These steps

would be implemented and the necessary Orders in
Council would be approved at a meeting of the Privy
Council to be held that morning.
One of the main points to be settled was whether

Warning
Telegram.
Reference to
Italy.

the warning telegram sent out on the institution of
the Precautionary Stage should include Germans' only.
-

or Germany and Italy, as potential enemies.

This

matter was to some extent affected b y the telegram from
Sir Percy Lo^aine which the Foreign Secretary had
just read.
The Cabinet were informed that telegrams had
been sent to all Commanders-in-Chief abroad as to the
action which they should take in the event of the
receipt of a warning telegram specifying both Germany
and Italy as potential enemies.

The view v/as

expressed by the Foreign Secretary and the Home
Secretary that it was desirable not to stop
precautionary measures in the Mediterranean,

At the same time, it was felt that it would he desirable
to avoid any action which would b e regarded as unduly
provocative to Italy,

In particular, it would b e

undesirable to take drastic action in regard to
people of Italian nationality in Colonies such as
Malta, although it was appreciated that there might
be particular instances of persons of Italian
nationality employed in vulnerable points where some
action might be

required.

After discussion, the Cabinet agreed that
the warning telegram should include both Germany
and Italy as potential enemies, on the basis that
while Germany was specified as an enemy without
1

qualification, it should b e explained that I t a l y s
position was not yet publicly defined;

that it

seemed likely that her position would he one of
neutrality

and while it was necessary to guard against

possible surprise attach, action should not be
embarked on which would b e regarded as unduly
provocative, such .as, for example, the internment of
civilians, except in special cases.
THE SECRETARY OP STATS FOR DOMINION AFFAIRS
thought it would be necessary to inform the Dominion
f

Governments of the gist of Sir Percy L o r a i n e s
telegram No. 737 from Rome.

It was agreed that this

should be done.
Defence of
the Suez Canal.

It was agreed that the second stage
of the Suez Canal Defence Plan should b e put into
operation.

Institution
of Food Control.

After hearing a statement from the Chancellor
of the Duchy of Lancaster, the Cabinet authorised the

Chancellor to take the following steps:

(i)

To constitute and set up Pood Control Committees.

(ii)

To take over the control of the distribution
of staple commodities.

(iii)

To decentralise Smithfield and Billingsgate.

(iv)

To issue orders fixing maximum prices
for a number of important commodities.

With regard to the last item, the Chancellor of
the Duchy of Lancaster pointed out that the Provision
Exchanges would probably pass a stand-still Resolution
that afternoon, as they had done in the previous September
if he invited them to do so.

He proposed to invite them

to act in this way.
Issue of BroadThe importance was emphasised of keeping broad
cast Message
and. Control of casting going on the widest possible basis as long as
Radio
Transmission, possible.
On the other hand., it was felt that it would
b e undesirable to run the risk of delaying synchronisation
after we had made a communication to Germany in the nature
of an ultimatum.
The Cabinet agreed to confirm the decision
already taken by the Defence Preparedness
Committee at their Second Meeting, by which
the Secretary of State for Air had been
authorised to order synchronisation when he
considered that this was necessary, in
consultation with the Lord Privy Seal.
Advanced Air
Striking Force.

It was agreed that steps should be taken to send
the Advanced Air Striking Force to France forthwith.

The first
contingent
of the
Field Force.

It was agreed that arrangements should b e made for
the first contingent of the Field Force to proceed to
France forthwith.

Ho

announcement should of course b e

made in regard to either of these measures.
Brief references were made to a number of other
measures, such as the establishment of a Ministry of
Economic Warfare, the institution of coal control and of
food contx^ol and motor spirit rationing, which were
ready to be put into operation imniiediately after the
outbreak of war.

THE PRIME MINISTER asked whether it was

Evacuation.

possible to expedite the process of evacuation.
THE LORD PRIVY SEAL explained that the
evacuation scheme had been very carefully organised
and that there was no alternative between adhering to
the arrangements which had been made or allowing
people to proceed in a wholly unorganised way.
The Cabinet took note of this
statements
Meeting of
Parliament
and Emergency
Bills.

THE PRIME MINISTER said that arrangements
had been made for Parliament to meet at 6 p.m, that
evening.

He was proposing to arrange for the

publication forthwith of the correspondence which had
taken place with the German and Polish Governments.
In particular, he wanted to bring out the point that
while the Polish Government had been prepared to
agree to our proposal for a military standstill, the
German Government had made no answer o n this point.
The Prime Minister said it was also proposed .
to ask Parliament to pass about seventeen Emergency
Bills through all their stages that evening.
THE CHANCELLOR OP THE EXCHEQUER explained
that the procedure proposed was to table an Emergency
Resolution, and, as a first step, to pass a Vote of
Credit for £500 millions.

This would be followed by

the Consolidated Fund Bill.
The second part of the Emergency Resolution
would be framed with a view to passing the other
sixteen Emergency Bills which were regarded as of first
priority, and which should be passed into law before
the outbreak of hostilities.
The Chancellor pointed out that this list
s

See note
on next
page.

of Bills included the Compensation Bill.

35

He thought

that it might possibly be found necessary to defer
this Bill until the ensuing day.
The Cabinet agreed to the procedure
proposal,
-

12

Bank Holiday
and Exchange
Control.

THE CHANCELLOR OP THE EXCHEQUER said
that the view now held was that it would he
desirable that the Bank holiday, which it was
planned to declare on the outbreak of war, should
be on Monday, the 4th September,

This decision

was dependent upon the date on which the Exchange
Control Regulations were made.
The Chancellor explained that no fresh
legislative authority w a s required for either of
these two measureso
The Cabinet authorised the Chancellor
of the Exchequer to ta3.ce the necessary
action in regard to these two matters.

56

The Minister of Agriculture and Fisheries
may wish to raise at a later date the
form of the tribunal to be established
for assessing the value of agricultural
land for compensation purposes.
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ATTITUDE OP
DOMINIONS.

3.

THE PRIME MINISTER said that he had had

a communication from Mr. de Valera last night.

The

German Minister had told Mr. de Valera that if war
"broke out Germany was anxious to respect the neutrality
of Eire.

Mr. de Valera had replied that his policy

was to maintain the neutrality of Eire hut he had
it was understood added that Eire would n o t
course

9

tolerate any German activities

5

9

Pif

including

propagandas on Eire soil.
THE SECRETARY OP STATE POR DOMINION AFFAIRS
said that it had been contemplated that we should
ask Eire at the least to break off diplomatic
relations with Germany

s

if we became involved in war.

M r . Dulanty had informed him that he thought that in
a week Eire would come in on our side as a result
o f attacks on shipping.
THE PRIME MINISTER said that at the moment
there was no action to b e t a k e n

9

but he thought

the Cabinet should be aware of the position.
THE LORD CHANCELLOR said that he had had
a talk with Mr. Mackenzie King when he w a s in Canada
M r . Mackenzie King had asked him to tell the Cabinet.
and

9

in particulars the Prime Minister t h a t

the attitude of certain of his colleagues

9

s

owing to

it was not

possible for him to make any further announcement of
1

C a n a d a s attitude until war had broken o u t , but that
Canada would be in it with u s .

He also said that he

had had discussions with a large number of people in
the United States

5

who all took the view that the

United States would b e in the war sooner or l a t e r
that nobody could say how soon they would be in.
The Cabinet took note of this statement.
- 14 
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THE CABINET.

4.

THE PRIME MINISTER s a i d t h a t he f e l t

i t was in the minds o f h i s c o l l e a g u e s t h a t ,

sure
if

that

war

came, i t would be n e c e s s a r y t o make some a l t e r a t i o n s
C a b i n e t arrangements.

He had no doubt t h a t t h e

in

right

c o u r s e was t o s e t up a War C a b i n e t a t once on t h e
model o f t h e War Cabinet e s t a b l i s h e d i n the l a s t w a r ,
and t h i s was the c o u r s e he i n t e n d e d t o

follow.

The Prime M i n i s t e r added t h a t i t m i g h t be n e c e s s a r y
t o make c e r t a i n o t h e r a l t e r a t i o n s i n t h e C a b i n e t .

He

asked whether he m i g h t assume t h a t h i s c o l l e a g u e s

were

prepared to place t h e i r resignations c o l l e c t i v e l y

in h i s

hands.

The Prime M i n i s t e r ' s c o l l e a g u e s

intimated

that

t h e y w i l l i n g l y a g r e e d w i t h the course p r o p o s e d .
The Prime M i n i s t e r then asked h i s c o l l e a g u e s t o

good enough t o I n f o r m t h e i r
would be g l a d i f

Under S e c r e t a r i e s t h a t he

t h e y a l s o would be good enough t o

place t h e i r r e s i g n a t i o n s a t h i s d i s p o s a l .
THE CABINET a g r e e d t o t h i s

Richmond T e r r a c e ,
1 s t September,

S.W.1.
1939.

course.

be
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MOST IMMEDIATE.
Following is text referred to in my telegram No. 310.
On the instructions of His Majesty's Principal Secretary
of State for Foreign Affairs, I have the honour to make the following
communication.
Early this morning the German Chancellor issued a proclamation
to the German Army which indicated clearly that he was about to
attack Poland.
Information which has reached His Majesty's Government in the
United Kingdom and the French Government indicates that - German
troops have crossed the Polish frontier and that attacks upon Polish
towns are proceeding.
In these circumstances, it appears to the Governments of the
United Kingdom and France that by their action the German Government
have created conditions (viz: an aggressive act of force against
Poland threatening the independence of Poland) which call for the
implementation by the Governments of the United Kingdom and France
of the undertaking to Poland to come to her assistance.
I am accordingly to inform Your Excellency that unless the
German Government are prepared to give His Majesty's Government
satisfactory assurances that the German Government has suspended
all aggressive action against Poland and are prepared promptly to
withdraw their forces from Polish territory, His Majesty's Govern
ment in the United Kingdom will without hesitation fulfil their
obligations to Poland.
Repeated to Warsaw No.359, Rome 427, Washington No- -462 (en
clair).
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THE
NATIONAL
SITUATION.

1. THE PRIME MINISTER said that as he and $is-Foreign
Secretary would have to make statements in Parliament very soon
after the conclusion of the Cabinet, it would be a great

(Previous
Reference t
Cabinet 4 7
(39), Con
c l u s i o n 1.)

help i f

S i r Horace Wilson and S i r Alexander Cadogan,

who would assist in drafting the statement
could b e present at -the Meeting of the
Cabinet.
The Cabinet agreed to this course,
and Sir Horace Wilson and Sir Alex
ander Cadogan then entered the
Meeting.
THE SECRETARY OF STATE POR FOREIGN AFFAIRS s a i d
that he could best explain the position by reading
a note which had been made of a telephone conversa
tion which he had had with Count Ciano and S i r P e r o y
Loraine.
"Count Ciano rang up Lord Halifax at 2.55
p,m. to say that the Italian Government had
informed the German Government that they still
thought it passible to call a conference with
France, Great Britain and Poland, but that
they must know first if Germany would be
willing to accept. The Italian Government
had not pressed the German Government, but
had only informed them of their view.
Sir Percy Loraine then came to the telephone
and said that the Italian Government had
instructed their Ambassador in Berlin this
morning to tell Herr v o n Ribbentrop purely
for information and not as a proposal that
if Herr Hitler would suspend, hostilities and
agree in principle to a conference on the lines
proposed by the Duee, the Italian Government
believed that Great Britain and France would
participate and that Great Britain and France
would, be able to bring Poland also.
The
Italian Ambassador had now reported that
Herr von Ribbentrop ha.d told, him that the
Fuhrer had taken note of the message, that
he would not be a.ga.ins t taking it into eon
sideration, but that he found himself in the 
presence of two Notes, one English and one
French, of yesterday evening, the character
of which v/as not clear to him. If their
character was that of an ultimatum, the Fuhrer
would take no proposal into consideration,
and would naturally reply to the British and
French Notes in a frankly negative sense.
N

3

With Herr von Ribbentrop'? consent the
Italjts^'Amb*eea^or-went immediately to see
^$ir"Nevile Henderson, who authorised him to
""declare that the British-Note of yesterday
evening did not have.-the character of an
ultimatum. "

The Foreign Secretary explained that Sir Nevile
Henderson had been authorised

to say that this

message was not an ultime.turn, since w e wanted him
to refer hack to "us on receiving the answer to it,
in order that the time when we declared war might
he arranged, in consultation with the French.
"Signor Attolico had informed Herr v o n
Ribbentrop accordingly, but the latter
wished (a) to have this confirmed through
Rome and (b) to know whether Germany would
have time to consider the Duce's proposal
for example up to noon to-morrow.
1

Sir Percy Loraine rear out over the
telephone a further telegram from the
Italian Ambassador in Berlin to the fol
low ing effe ct:
' I wish to make clear that the Fuhrer
was making ready to send a reply
this corning to the British and French
Notes of yesterday evening, but that
he has not- done so and is not doing so
pending receipt of the assurances
suggested, in my previous telegram.'
Count Oia.no then asked Sir Percy Loraine
to let H.M.G. know that a. few minutes ago he
had telephoned to f. Bonnet explaining the
situation in the same way and had asked what
the reply of the French Government was to
Herr von Ribbentrop's two points, M . Eonnet
said, that the French Government's reply to
both points was affirmative. Count. Ciano
wished to make clear to Lord Halifax that a
conference in the view of the Italian Govern
ment could only be summoned if there were an
immediate armistice.
Lord. Halifax said that h e would at once
speak to the Prime Minister, in view of the
statement just about to be made in Parlia
raent. He felt, however, that the reaction
o f His Majesty s Government would be that
the first step must be the withdrawal of
German troops from Polish soilc
Although he
was speaking personally, he felt sure that that
would be the judgment of the British Cabinet.
Sir Percy Loraine passed this on to Count Cie.no,
who then said that he was afraid that this
would be impossible, but that an armistice
with a conference on the following day w a s ,
he thought, the maximum which the Italian
Government could, get across Berlin,

Lord Halifax said that he would ring up
later in the afternoono
Count Ciano said
that he was waiting for the French reply
from M Daladier.
Count Ciano again said
that he did not think it possible to obtain
the withdrawal of German troops, and Lord
Halifax said that it would be very difficult
for us to contemplate a conference with German
troops on Polish soilo"
0

The Foreign Secretary said that, as a result
of the receipt of these messages, the statements which
the Prime Minister and he had arranged to make in the
Houses of Parliament had been postponed,.

Immediately

o n receiving the message from Count Ciano he had
returned to Ho. 10 Downing Street, and had had a
conversation on the telephone with M. Bonnet.

He asked

Sir Alexander Cadogan to read to the Cabinet the Note
he had made of this conversation

The effect of this

Note was as follows:M. Bonnet recalled a conversation he had
Count Ciano thought that a
had with Count Ciano
conference, with Poland included in it, might still
be possible but had enquired (l) whether the Note
delivered in Berlin the previous evening was of the
nature of an ultimatum, and (2) whether the
German Government would be allowed until midday,
September 3rd, to reply.
As to ( l ) , M. Bonnet
had replied in the affirmative; as to (2) he had
reserved his decision.
The Secretary of State
then informed M. Bonnet that he had told Count
Ciano, in reply to similar enquiries, that His
Majesty's Government would be likely to insist,
as a first essential, on the withdrawal of German
troops from Polish territory, a condition which
Count Ciano had thought it would be impossible for
Herr Hitler to accept.
Mo Bonnet felt the same,
. though he had agreed that insistence on this
condition was highly desirable.
He (M. Bonnet)
had added that, before embarking upon a war, it
was essential to convince public opinion that every
possibility of reaching a settlement had been
explored^
The Secretary of State promised to let
Mo Bonnet have the final views of His Majesty's
Government on the questions at issue and on the time
limit to be inserted in the eventual ultimatum.
0

THE SECRETARY OF STATE POR FOREIGN AFFAIRS said
that, following on this conversation, he had had some
discussion with the Prime Minister.

H e thought it would

help the Cabinet if he set out the conclusions which they
had provisionally arrived at.

He had summarised these

in the form of points to b e made in the House of Commonst-s
First, that the communication which Sir Nevile
Henderson had made to the German Government had b e e n
a final warning rather than an ultimatum.
Secondly, if the German Government asked for
further time for consideration of their reply to our
communication, we should b e prepared to allow them
until 12 noon to-morrow for this purpose, subject to
their agreeing to an armistice.
Thirdly, that the primary condition for any
conference would be that German troops should first
withdraw from Polish soil.
Fourthly, that while we still thought that
direct negotiations between Poland and Germany would be
the best course, we were willing to see other Powers
associated in the discussions, if this course was
desired by the two countries.
The Foreign Secretary added that he thought
that we might be prepared to consider an extension of the
time limit from 12 noon to-morrow to 12 midnight on
3rd/4th September, if this would facilitate consideration
of a conference.
In the discussion which ensued, it was
generally agreed that it would be impossible to have
any negotiations with Germany while German troops
remained on P l i s h territory.
0

In this connection;, the PRIME MINISTER
recalled the words which had been used in the
communication handed by our Ambassador to the German
Government "that unless the German Government are
prepared to give His Majesty's Government

satisfactory

assurances that the German Government have suspended
all aggressive action against Poland and are prepared
promptly to withdraw their forces from Polish
territory. His'Majesty's Government in the United
Kingdom will without hesitation fulfil theit
obligations to Poland" .
0

After quoting this passage in the House of
Commons yesterday, h e stated that he had described
the document as a last warnings
THE HOME SECRETARY said that he thought
that this communication had been generally regarded
as in the nature of an ultimatum, and that he.thought
there would be tremendous risks in accepting any delay
which might well have considerable reactions on
public opinion,.
THE FOREIGN SECRETARY said that, in considering
the hour to be fixed for the expiry of our ultimatum,,
it should b e borne in mind that, while he understood
that the Chiefs of Staff were opposed to further delay,
h e had had a message from the French Government to the
effect that they did not want the ultimatum to expire
for another 48 hours.
THE SECRETARY OF STATE FOR AIR said that the
Chief of the Air Staff strongly opposed a further delay
of 48 hours.

He understood that this view w a s based

partly on purely military grounds, and partly on the
moral effect of redeeming our pledge to Poland with the"
minimum of delay,,
THE FIRST LORD OF THE ADMIRALTY said that the
Naval Staff did not attach very much importance to
-5

catching the Bremen.

On other grounds, however, they were

opposed to any appreciable further delay and they were
anxious tocarryout a reconnaissance to find out the latest
position of the German naval forces.
THE SECRETARY OP STATE POR WAR said that the
advice given to him by the General Staff accorded with that
given by the Chief of the Air Staff, although it should
perhaps be stated that the Chiefs of Staff had not been aware
Of the proposals emanating from Count Ciano.

On the general

issue, he was strongly opposed to further delay which he
thought might result in breaking the present unity in the
country.

Public opinion here was strongly against our

yielding an inch.

If the Germans were prepared to consider

a standstill, it showed that they were weakening and that
we should show the greatest possible strength,,

There was

also the question that further delay might give units of the
German Fleet some advantage.

Reports were also current of

activities of Germans inside Poland.

He thought we should

stand firmly on the statement which had been sent to the
German Government on the previous night and insist on the
immediate withdrawal of German troops from.Poland.

He also

thought it was likely that Italy was acting in collusion with
Germany, and he instanced various troop movements which lent
support for this view.

He therefore favoured giving Germany

until midnight 22B./ilt& September to accept the proposal to with
drow her troops, otherwise we should regard ourselves as at war.
The Dictators had made demand after demand and if we^were to
hesitate now, we might well find ourselves faced with war in
a year's time, but in the meantime we should have lost
ground by hesitation.
THE SECRETARY OF STATE FOR AIR pointed out that,
if Herr Hitler agreed to a standstill and to a withdrawal of
his troops, it would mean a great loss of prestige and
might result in his downfall.

THE LORD CHANCELLOR said that it
must clearly he a condition of any Conference
that Herr Hitler agreed, not merely to an
armistice hut to withdrawal of troops from
Polish soil.

He thought that there was no

reason to believe that H r r Hitler would make
e

concessions at the Conference if it took
place.
THE PRESIDENT OP THE BOARD OP TRADE
raised the Question of Danzig, and said that
in addition to withdrawal from Polish soil,
the status quo must b e restored in Danzig.
THE PRIME MINISTER said that this was
what he and the Foreign Secretary intended.
THE CHANCELLOR OF THE DUCHY OF
LANCASTER said that in any statement which was
made it would be necessary to avoid putting
forward proposals which involved an armistice,
to b e followed by a period in which arrangements
for the Conference were discussed, before
German troops had been withdrawn from Polish
soil.

He thought that any armistice must

b e followed immediately b y withdrawal of
German troops from Polish soil.
After some further discussion, THE
PRIME MINISTER recapitulated the provisional
conclusions which he and the Foreign Secretary
had reached as follows:

He said that they

felt it was impossible to agree to Count Ciano's
suggestion that a Conference should take place
while German troops were still on Polish soil,
even I f an armistice took place.

They had

felt, and it waa clear that the Cabinet agreed,

that there should he no discussion of terms
until Germany had left Polish soil.
The second point was whether we should
now say to Germany that she must indicate before
midnight tonight her willingness to withdraw her
troops from Polish territory, and that, failing
her acceptance, we should then declare war;

or

whether we should give Germany more time.
Herr Hitler had asked that he might have until
IS noon tomorrow to consider the Duce's proposal.
Under our suggestion there was no question of giving
Hcrr Hitler time to consider the Duce's proposal, since
wo insisted on acceptance by Germany of - the withdrawal
of-German troops from. Polando

It w a s not very

likely that Herr Hitler would accept this condition,
and the point at issue was whether the time allowed
him to consider it should expire at midnight that night,
at 12 noon tomorrow, or conceivably even later.
In this connection, it was necessary to bear in
mind that the French were asking for another 48 hours.
Whatever conclusion was reached by the C binet that
afternoon, it would be necessary to have further
consultations with the French in order to agree our
line of action with them.
THE MINISTER FOR CO-ORDINATION OF DEFENCE
said that on military grounds he thought that it
was undesirable to allow Herr Hitler any longer
time than until midnight September 2nd/3rd to
make up his mind.
THE SECRETARY OF STATE FOR THE COLONIES
said that the Germans could make up their minds

quickly enough

on occasions and had been

known to ask other people to make up their

;fiU

minds in a very short t i m e . 7

L

/
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He was opposed

to allowing Herr Hitler any longer period than
until midnight on 2nd/3rd September.
THE SECRETARY OR STATE POR AIR thought
that the communication to be made to the
German Government should b e to the effect that
if the German Government would indicate by 1 2
midnight their willingness to withdraw their
troops, we,, for our part, would be prepared to
consider a Conference of five Powers to consider
the questions at issue between Germany and Poland.
In reply to the Chancellor of the Exchequer,
THE PRIME MINISTER said that he contemplated that,
in the statement which he would have to make in
the House of Commons that afternoon, he would say
that we were not prepared to consider a Conference
unless the German troops were withdrawn from Polish
soil.
The question of the military situation in
Poland was then raised.

The Prime Minister read

out a communication which had just been made to
him by the Polish Ambassador:The Polish Ambassador has just called
and asked that the attached telegram
which he has just received from his
Government should be communicated
immediately to the Prime Minister.
H e was instructed by his Government
to request the immediate fulfilment
of British obligations to Poland and
he asked that he might have an
urgent reply to his representation.
- 9 

The telegram referred to read as follows:
"Battle to-day over the whole of the
front has increased in intensity
and has acquired very serious
character.
Our troops are opposing
strong resistance.
The whole of
German Air Force is engaged against
Poland.
Villages and factories
bombarded.
The engagement of
German aircraft by allied forces
of greatest urgency."
THE MINISTER OF SUPPLY said that the Polish
Ambassador had spoken to him twice in the House of
Commons that afternoon to the effect that he was
very disturbed at the attitude taken by M. Bonnet
and at the delay in sending Germany an ultimatum.
THE MINISTER OF LABOUR was against allowing
Germany any further time to make fresh dispositions
by land or sea.
THE MINISTER FOR CO-ORDINATION OF DEFENCE
said that each day, delay meant that the Poles were
in a less favourable, and Germany in a more favourable,
position.

If a Conference took place and Herr Hitler

did not agree to reasonable terms, we should have lost
valuable time.

The effect on the morale of the

country must also be considered.

From the military

point of view there should b e no delay beyond
midnight tonight.
THE SECRETARY OF STATE FOR DOMINION AFFAIRS
concurred in the view that we should give Germany up
"to midnight tonight to decide whether she would
withdraw her troops from Polish soil.

- IP 

THE PRIME MINISTER said that he thought t h e r e
was generally agreement in the Cabinet on t h e two
main points at issue.

First, that there should he

no negotiation with Germany unless she was first
prepared to give an undertaking to withdraw h e r
troops from Poland and Danzig.

Secondly, that it

was undesirable to allow Germany longer than until
midnight, 2nd/3rd September t o make up her mind on. those
points.

A communication in this sense clearly

constituted an ultimatum.

At the same time it was

evident that the precise terms of the communication
to be made to Germany and the statement to be made
in Parliament that afternoon would, have to be settled
in consultation with the French.
The Cabinet agreed:
(l) To despatch a communication to
the German Government on the lines
indicated in the discussion.
(2) Authorise the Prime Minister, and F o r e i g n
Secretary to settle the terms of
this communication, and of the
statrnents to be made in Parliament
this afternoon, after consultation
with the French Government.

Richmond Terrace, 3.W.I.,
2nd September, 1939.
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CONCLUSIONS of a Meeting of the Cabinet held
at 10, Downing Street, S.W.1., on SATURDAY,
2nd SEPTEMBER, 1939, at 11.30 P.M.
P R E S E N T:The Rt. Hon. Neville Chamberlain, M.P..
Prime Minister.
(in the Chair).
The Right H o n .
Sir John Simon, C C S . I . , C C . V . 0 . ,
O . B . E . , K.C., M.P., Chancellor of
the £jxchequer.

The Right Hon.
Viscount Runciman, Lord
President of the Council.

The Right Hon.Lord Maugham, Lord Chancellor.

The Right Hon.
Sir Samuel Hoare, B t . ,
C C 3 . I o , CBoJiin, C . M . C ,
M . P . , Secretary of State
for Home Affairs.
The Right Hon.
Sir John Anderson, G.C.B.,
C C a S o I a , G . C . I . E . , M.P.,
Lord Privy Seal.
The Most Hon.
The Marquess of Zetland,

The Right Hon.
Viscount Halifax, K.G., G.C.S.I.,
G.C.I.E., Secretary of State for
Foreign Affairs.
The Right Hon.
Sir Thomas Inskip, C.B.E., K.C. ,
M.P., Secretary of State for
Dominion Affairs.
The Right Hon.
Malcolm MacDonald, M.P.,
Secretary of State for the
Colonies.
Right Hon.
W.S. Morrison, :.c., K . C . , M.P
Chancellor of the Duchy of
Lancaster.

G.G.S.I. , CC*I.iii* ,

Secretary of State for
India and Burma.
Admiral of the Fleet the
Right Hon. Lord Chatfield,
G . C . B . , C M . , K.C.M.G. ,
G.V.O., Minister for Co
ordination of Defence.
The Right Hon.
The Earl Stanhope, K.G.,
D.S.O., M.C., First Lord
of the Admiralty.

The Right Hon.
L. Hore-Belisha, M.P., Secretary
of State for War.

The Right Hon.
Sir Kingsley Wood, M.P.,
Secretary of State for Air.

The Right Hon.
John Colville, M.P., Secretary
of State for Scotland.

The Right Hon.
Oliver Stanley, M.C., M.P..
President of the Board of
Trade.

The Right Hon.
The Earl De La V/arr, President
of the Board of Education.

The Right Hon.
Walter Elliot, i..C. , M.P. ,
Minister of Health.

The Right Hon.
Ernest Brown, M . C , M.P,
Minister of Labour.

The Right Hon.
E.L. Burgin, M.P.,
Minister of Supply.

Captain the Right Hon.
The Right Hon.
D. Euan Wallace, I C
Sir Reginald Dor man-Smith, M.P. ,
M.P., Minister of
Minister of Agriculture and
Transport.
Fisheries.
THE FOLLOWING WERE ALSO PRESENT
The Hon. Sir A. Cadogan, G.C.M.G., C.B.,
Permanent Under Secretary of State for Foreign Affairs
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THE INTERNATIONAL
SITUATION.

The Cabinet was called together at very
short notice and a number of Ministers did not
arrive until,a considerable time after the pro

(Previous
8? Reference j

ceedings had started.

Cabinet 48 (39)
Conclusion 1.)

THE PRIME MINISTER said that he thought
that all those present at the outset of the meeting,
with the exception of the Foreign Secretary and the
Minister for Co-ordination of Defence, had been
present in his room in the House of Commons that
afternoon.

He had little to add to what he then

said as to the difficult position in which the
Government had found themselves in the House and as
to the reason which had led the Foreign Secretary .
and himself to make an important departure in the
Statements which they had made from the line v/hich
the Cabinet had approved.
The Prime Minister said that he recognised
the strength of feeling shown in the House of
Commons, even among those who had been the most
loyal supporters of the Government.

It was d e a r l y

necessary that a fresh effort should be made to
correct the position, and he had taken immediate
action to this end.

He and the Foreign Secretary

and the Chancellor of the Exchequer had been having
further discussions with the French Government.
It appeared that the French General Staff had
advised the French Government that an early
declaration of war would render them liable to attacks
on their communications which they were not in a
position to resist, and might seriously endanger
the concentration of their forces.

He had himself

spoken to M. Daladier on the telephone and had
explained that there had been a painful scene in the
House of Commons and that it would be impossible to
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ceedings had started.
THE PRIME MINISTER said that he thought
that all those present at the outset of the meeting,
with the exception of the Foreign Secretary and the
Minister for Co-ordination of Defence, had been
present in his room in the House of Commons that
afternoon.

He had little to add to what he then

said as to the difficult position in which the
Government had found themselves in the House and as
to the reason which had led the Foreign Secretary .
and himself to make an important departure in the
Statements which they had made from the line which
the Cabinet had approved.
The Prime Minister said that he recognised
the strength of feeling shown in the House of
Commons, even among those who had been the most
loyal supporters of the Government.

It was

dearly

neeessarj'' that a fresh effort should be made to
correct the position, and he had taken immediate
action to this end.

He and the Foreign Secretary

and the Chancellor of the Exchequer had b e e n having
further discussions with, the French Government.
It appeared that the French General Staff had
advised the French Government that an early
declaration of war would render them liable to attacks
on their communications which they were not in a
position to resist, and might seriously endanger
the concentration of their forces.

He had himself

spoken to M. Daladier on the telephone and had
explained that there had been a painful scene in the
House of Commons and that it would be impossible to

hold the position...i£.,we,were-to ^continue to adhere-to
the line which M. Bonnet had told u s that the French
Government intended to adopt.

The French Cabinet's

plan w a s that the two Ambassadors should together seek
an appointment with Herr' von Ribbentrop at 12 noon o n
the following day (Sunday the 3rd September) and should
inform him that they could not accept Count

Ciano's

proposals for a Conference, unless the position v/as first
restored by the removal of German troops from Polish soil.
The Ambassadors were to indicate that, if the German
Government did not signify their acceptance o f this
proposal, they would then deliver an ultimatum due to
expire at about 8.0 or 9.0 p.m. on the same day

(Sunday

the 3rd September).
The Prime Minister had told M. Daladier that he
could not possibly accept this proposal, since it would
be impossible to hold the position in this country, and
that it v/as essential to deliver an ultimatum at an early
hour.

He suggested delivery of the ultimatum at 8.0

to expire at 12 noon.

a.m.,

M. Daladier had emphasised the

strategic difficulties, and the advice given by h i s Staff,
and had said that he would consider the matter and speak
to the Prime Minister again at a later hour.
The Prime Minister added that M. Corbin had
been present during this telephone conversation, and that
the matter had been further discussed with him.
It had then "been decided that more pressure
must b e put on the French Government, and that M. Bonnet
should be told that, if he could not accept our time for
the delivery and expiry of the ultimatum, we must ask him
to consider the alternative of our Ambassador seeing Herr
von Ribbentrop alone, and of the French Ambassador going to
s e e Herr von Ribbentrop at a later hour i n the morning,
the assumption being that the French would take action
similar to ours, but some hours later.

The Foreign Secretary had sent a communication
in this sense to M. Bonnet.
M. Bonnet had replied that the French Government
-could not agree to the two Ambassadors visiting Herr
von Ribbentrop at 8.0 a.m. on 3rd September.

He had

gravely deplored the suggestion that the British Ambassador should see Herr von Ribbentrop

separately

from the French Ambassador, but had said that if
necessary he would accept this conclusion regretfully,
although it would have a bad effect on world opinion.
The Prime Minister said that in the meantime
the Chiefs of Staff had been assembled, and had been
asked to advise on the proposal that an announcement
should be made at midnight that night (Snd/6rd September)
that our Ambassador' was to see Herr von Ribbentrop at
8.0 a.m. the next morning.

The Chiefs of Staff had

advised that an announcement to this effect would make
clear the purpose of the visit, and would give the Germans
plenty of.time to anticipate our decision to declare war.
It

w a s therefore to be deprecated.

The Chiefs of Staff

had indicated that they would like our Ambassador to see
Herr v o n Ribbentrop at, say, 2.0 a.m. , with an ultimatum
to expire at, say, 6.0 a.m.

Against this it must be

pointed out that the long interval between the times at
which we and the French took action would have a bad
political effect.
The Prime Minister said that, this being the
position, h e had thought it right that the Cabinet
should meet and decide on the difficult situation which
had arisen.

THE MINISTER FOR CO-ORDINATION OP DEFENCE
said that the Chiefs of Staff were afraid that any
statement made to the Press at or about midnight
(2nd/3rd September) would become known in Germany, with
the result that during the whole of the time between this
announcement and the expiry of the ultimatum we should b e
liable to surprise attack by Germany.

They therefore

thought that the right course was to shorten the time
between any announcement which had to be made and the
time at which Sir Nevile Henderson would act.

In their

view the essential point was to shorten the period of
uncertainty between the delivery of t h e ultimatum and its
expiry.

Subject to this, there was no vital difference

from the point of view of the Chiefs of Staff between
action taken by Sir Nevile Henderson at 9.0 a.m. or at
twelve noon on Sunday, 3rd September.

It was important

that advance information as to our intentions should not leak,
out to the German Government before Sir Nevile Henderson
delivered the ultimatum.
THE PRIME MINISTER said that, in view of the
advice that had been given, he thought the right course
was that no information should be given out on the
wireless that night, but that a note might be allowed to
appear in the stop-press columns of the Sunday morning
papers to the effect that the Prime Minister would
h e in a position at twelve noon on Sunday to give the answer

which * speaking on evening of 2nd. September, he had said that he
anticipated he would b e able to give on 3rd September.
He thought that when the statement \7as made it would b e
vital to b e in a position to tell the House of Commons that
the ultimatum had expiredo
Nevil.e

He therefore suggested that Sir

Henderson should b e instructed to see Herr von

Ribbentrop at 9.0

aoiiio

on the 3rd September, and to say that

unless a reply was received by twelve noon a state of war
would exist between England and Germany as from that h o u r .
The Prime Minister reminded his colleagues that
it was still the French proposal to deliver an ultimatum at
twelve noon on the 3rd September, expiring at 8 or 9 p.m.
It was just possible that when the French Government became
aware of our decision, they might bring forward their times
a little, but he doubted whether they would do so.
THE CHANCELLOR OF THE DUCHY OF LANCASTER said
that he w a s satisfied'that action in this sense would satisfy
the House of Commons.

He asked, however, as to its effect

on the Polish Government, and inquired what communication
had been made to the Polish Ambassador.
THE FOREIGN SECRETARY said that he had seen the
Polish Ambassador three times on Saturday 2nd September.
1

The Polish Ambassador had , been prefectly satisfied with our
position, but had been very anxious and dissatisfied
with the French position. - A good deal

of lobbying had been going on, and the Polish Ambassador
h a d that evening asked him the direct question whether,if
there' was any difference of opinion between us and the
French as to the date of delivery of an ultimatum,we would
be prepared to give an example to the French or whether
we were only prepared to act in conjunction with them.

The

Foreign Secretary had replied that wo should not fool ourselves
debarred from acting before the French.

He added that

the Polish Ambassador had said a good deal about the moral
effect on the Pbles of delay on our part, and about their
expectation that our intervention would lead to

some

diminution in the intensity of the German air attacks on
Poland.
THE PRIME MINISTER then read out the latest telegram
summarising the position as to German attacks on Poland, which
was to the effect that heavy attacks were being sustained.
THE MINISTER FOR CO-ORDINATION OF DEFENCE said
1

that from the point of view of co-operation with the French,
the Chiefs of Staff viewed with some concern the proposal
that w e should act very much earlier than the French, and
were therefore disposed to agree that the ultimatum
should be delivered at 9.0 a.m., since action at this
hour would be nearer to the hour at which the French would act

6



THE CHANCELLOR OP THE EXCHEQUER thought that
on balance it was essential that the Prime Minister should
he able,when he mot the House at IS noon on Sunday, 3rd
Septembers to state the result of the delivery of
the ultimatum.

On a technical point, while he thought that

G a.m. was a suitable hour for the interview, he doubted
whether 12 noon was a suitable hour for the expiry of
the ultimatum, since this might well leave the Prime Minister
in doubt as to the position up to, or at the very moment
when he rose to speak.

He therefore suggested that the

ultimatum should expire at 11 a.m.

He did not feel that,

even for the sake of synchronisation with the French, w e
should postpone our action any longer, since it was
essential that the Prime Minister should b e able to show
that definite 'action had been taken.
General.agreement was expressed with this view.
THE SECRETARY OF STATE POR THE COLONIES said that on
balance h e was inclined to agree with the proposed time-table.
But there was a contrary consideration which should have some
thought.

There was great need for action which would bring

the nation together again.

He feared that, if no definite news

could be given to the Press, in time to appear in the papers
on Sunday morning, the effect in prolonging doubt and suspicion
of the Government would be unfortunate.

Prom that point of

view there w a s something to b e said for getting into a position
in which the morning papers could say that Sir Nevile Henderson
had been instructed to seek an interview a t , say 3 o'clock o n
Sunday morning to present a warning to the Government which
expired a t , say, 6 o*clock

a.m.
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TEE PRESIDENT OP THE BOARD OP TRADE said^
that he shared the Colonial S e c r e t a x s ^ ^ ^ i e w s , and
was afraid that the trouble might spread outside the.\
Sunday press.
THE SECRETARY CP STATE POR AIR pointed out
;

that the position would h e restored ho' tne middle
of the day?
.;

THE SECRETARY OP STATE POR VAR suggested that

the ultimatum might he delivered at 2 a.m., to expire
at 6 a.m.

If this was done, the nev/s would overtake
;!

't

:!
,:"'-:-.

the 'news of the proceedings in Parliament on Saturday
afternoon.
THE SECRETARY OF STATE POR FOREIGN AFFAIRS
pointed out that this time-table would put us a very
long way ahead of the French.

He thought it would be

better to follow the time-table on which there had
already been general agreement, by which Sir Nevile
Henderson would see the German Foreign Minister at
9 and the ultimatum would expire at 11.

I n that event,

the Prime Minister, when speaking in tne House of
Commons, would be able to minimise the differences
between the time at which we and the Frenchvsere taking
action, and to say that at the very moment when he
was speaking the French Ambassador was making a
similar communication to the German Government.
Our action and that of the French would appear to be
almost a single act,

AS to people being disheartened

between 9 and 11 on Sunday morning that might well- be
the c a s e , but this would have to b e endured.

In

any case the position would be restored when
Parliament met at 12 noon.

He thought that consideration

might be^given to a statement being issued, which could

mz
be included in the stop press news in the Sunday
papers that Sir Nevile Henderson would meet Herr
von Ribbentrop at 9 a m . , and that the Prime
0

Minister would make a statement in the House at noon.
THE CHANCELLOR OP THE DUCKY OP LANCASTER
agreed with the time-table proposed, and thought
that the situation would be

instantaneously

restored, by the statement which the prime Minister
would make in Parliament at noon on Sunday.
THE PRIME MINISTER said that it was
necessary in this matter to pay considerable
regard to the French, who after all would bear
the main part of the burden.

He thought that we

should regret it if we started a war with too
v/ide a difference in the time of declaration of war.
The discussion then turned again to the
question whether anything should be included in
the stop press news, to the effect that Sir Nevile
Henderson was having an interview with Herr von
Ribbentrop in the morning.

V/ould the Germans

suspect what such an announcement meant?
THE CHANCELLOR OP THE EXCHEQUER thought
that the announcement, to be of any value, would
have to say what the visit was about;

that,

however, would bring about the result which the
Chiefs of Staff wished to avoid.

He thought

that It was necessary to face the fact that the
Sunday morning papers would give the Government a
bad press but their come-back would be all the
stronger and would have an element of surprise.
This view m e t with general approval.

THE PRIMS MINISTER asked his colleagues
whether any of them dissented from the view that
Sir Nevile Henderson should he instructed to
seek an interview with Herr von Ribbentrop at
9 a.m., and to deliver an ultimatum to expire
at 11 a.m.

This view was unanimously approved

by the Cabinet, and it was agreed that the
Cabinets decision should be communicated to
the French Government.
It was also agreed that the Secretary of
State for the Dominions should b e authorised to
send a communication to the Dominion Prime
Ministers at about 9 a. m. on Sunday, 3rd
September, informing them that-an ultima torn was
to b e delivered.
THE CABINET agreed 
(1) To authorise the Secretary of State
for Foreign Affairs to instruct
Sir Nevile Henderson to seek an
interview with Herr von Ribbentrop
at 9 a.m. on Sunday, 3rd Septembers
(2) That at this interview Sir Nevile
Henderson should inform the
German Government that, unless they
were prepared to inform H.M.
Government by 11 a. m. that they
accepted the proposals in our.
communication of 1st September,
(namely would give satisfactory
assurances that they fcad suspended
all aggressive action against Poland,
and were prepared promptly to
withdraw their forces from Polis&n
territory), a state of war would
exist between Great Britain and
Germany as from that hour.

Note.
Subsequent t o t h e C a b i n e t M e e t i n g ,
t e r m i n a t e d a t about 12.15 a.m. on Sunday,
September,
Secretary

t h e Prime M i n i s t e r

which
3rd

and t h e F o r e i g n

i n f o r m e d M. Corbin o f

the

decision

r e a c h e d b y t h e C a b i n e t , namely t h a t S i r
Henderson would s e e t h e German F o r e i g n

Nevile
Minister

a t 9 a,m. on 3rd September and would inform him
t h a t u n l e s s he a c c e p t e d t h e p r o p o s a l s i n our
N o t e a s t a t e o f war would e x i s t f r o m t h a t h o u r .

Richmond T e r r a e e ,
^

3 r d September,

S.W.I.,
1939.

