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Meeting of the Cabinet to be held at No. 10 Downing 

Street, S.W.I., on WEDNESDAY, 18th JANUARY, 1939, 


at 11.0 a.m. 


AG-ENDA. 


1. FOREIGN AFFAIRS. 


Anglo-Italian Relations; The Rome Conversations. 


(Reference Cabinet 60 (38) Conclusion 4) 


Record of the visit to Rome of the Prime Minister 

and Secretary of State for Foreign Affairs prepared 

by the Foreign Office, 


C P . 8 (38) - circulated herewith. 


2.	 PALESTINE. 


Government policy at the forthcoming discussions 

in London with Jews and Arabs. 


(Reference Cabinet 60 (38) Conclusion 9) 


Statement to be made by the Secretary of State 

for the Colonies. 


3.	 THE REFUGEE PROBLEM. 


Question to be raised by the Home Secretary. 


4. EXPORT CREDITS LEGISLATION. 


(Reference Cabinet 58 (38) Conclusion 7) 


Memorandum by the Secretary of State for Foreign 

Affairs. ^ ^ ^ / f T r N s n ,


C P . 1 (39) - already circulated. 


5. THE SHIPPING INDUSTRY: REQUEST FOR FINANCIAL ASSISTANCE. 


Memorandum by the President of the Board of Trade. 

Co P. 6 (39) - already circulated. 


6. INDIAN INCOME TAX ON BRITISH COMPANIES. 


Question to be raised by the Chancellor of the 

Exchequer. 


(Signed) E.E. BRIDGES 

Richmond Terrace, S.W.1. 


Secretary to the Cabinet. 
17th January, 1939, 
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CONCLUSIONS of a Meeting of the Cabinet held at 

10, Downing Street, S.W.I., on WEDNESDAY, 


the 18th JANUARY, 1939, at 11,0 a.mo 


PRESENT:-


The Right Hon. Neville Chamberlain, MoP., 

Prime Minister. (In the Chair) 


fne Right Hon. The Right Hon. 

Sir John Simon, G.C.S.I., The Viscount Runciman, 

G.C.V.O., O.B.E., K.C., M.P., Lord President of the Council. 

Ghancellor of the Exchequer. 


?he Right Hon. The Right Hon. 

Sir Samuel Hoare, Bt., The Viscount Halifax, K.G. ,

G.C.S.I., G.B.E., G.M.Q., M.P., G.C.So I., GoC.I.E., Secretary 

Secretary of State for Home of State for Foreign Affairs. 


 Affairs. 


me Right Hon. The Right Hon. 

. Sir John Anderson, G.C.B., Malcolm MacDonald, M.P., 

G* Co 3 -1 a , ,Go C. I *E., M.P., Secretary of State for Dominion. 

L^rd Privy Seal. Affairs and Secretary of State 


for the Colonies. 


The Most Hon. The Right Hon. 

The Marquess of Zetland, Sir Thomas Inskip, C.B.E., 

G.C..S0I., G.O.I.E0, Secretary K.C., MPP., Minister for Co
of State for India. ordination of Defence. 


?he Right Hon. The Right Hon. 

The Earl Stanhope, K.G., L. Hore-Belisha, M.P., 

D.S.O., M.C., First Lord of Secretary of State for War. 

the Admiralty. 


rate Right Hon. The Right Hon. 

Sir Kingsley Wood, M.P. , John Colville, MoP., Secretary 

Secretary of State for Air. of State for Scotland. 


The Right Hon. The Right Hon. 

Oliver Stanley, M.C., MoP., W.S. Morrison, M.C., K.C., M.P., 

President of the Board of Minister of Agriculture and 

Trade. Fisheries. : 


lihe Right Hon. The Right Hon. 

The Earl De La Warr Walter Elliot, M . C , UP., 
s 


president of the Board of Minister of Health. 

Education. 


The Right Hon. The Right Hon. 

Ernest Brown, M . C , M.P. E.L. Burgin, M 6 P . , Minister 
9 


Minister of Labour. of Transport. 


The Right Hon. 

The Earl Winterton? M.P. . 

Chancellor of the Duchy of Lancaster, 


Mr. E.Ee Bridges, K.C.B., M,G. Secretary. 
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ANGLO-1TALIAN 

RELATIONS. 


£he Romo Con
fersations. 


Previous 

Reference: 

Cabinet 60 (38) 

Conclusion 4.) 


1. The Cabinet had before them a Most Secret 


Memorandum (C.P* 8 (39)) containing a full account of 


the visit to Paris and Rome of the Prime Minister and 


the Secretary of State for Foreign Affairs, from 


11th January to 14th January, 19390 


THE PRIME MINISTER said that he would like 


to supplement the written record by his personal 


impressions of the visit. While he had never felt 


any doubts as to the reception which he and the 


Foreign Secretary would receive from the Italian 


people, he had felt some doubts as to what sort of 


reception they would have from Signor Mussolini. 


There was always the possibility that he might face 


them with a series of troublesome demands. 


The Prime Minister said that he had been very 


favourably impressed with Signor Mussolini's 


demeanour and attitude throughout the visit. The 


Duce had appeared quite straighforward and sincere in 


everything he had said, and never at any time during 


the visit had he made any statement which was in the 


least embarrassing to his visitors. 


Physically the Duce looked fit and well. 


He had a strong sense of humour and an attractive 


smile, and conversation with him was pleasant. At 


no time during the visit had he shown the slightest 


sign of jealousy at the great reception given to the 


Foreign Secretary and the Prime Minister. 


The Prime Minister then described the 


reception which he and the Foreign Secretary had 


received from the Italian people. It was difficult 


to explain how heartfelt, spontaneous and universal 


was the feeling of welcome extended to them, not only . 


in Rome Society but by the whole Italian people. No 


advance information had been given as to the movements 


of Lord Halifax and himself in Rome, but the people 

- 1 




seemed always to toe on the watch for them, and the passers

"by in the streets invariably stopped and saluted; where 


small crowds gathered, the people clapped their hands 


loudly; and where "big crowds collected they shouted 


"Viva". Throughout the railway journey in Italy there 


were crowds at the stations and level crossings. 


The Prime Minister said that Signor Mussolini 


had been most insistent that peace was essential for 


Italy's development, and that peace was the policy which 


he had in mind. 


The Prime Minister said that he had spent two 


hours in - the Mineralogical Exhibition, which was a piece 


of clever propaganda for the Fascist Party. A 


geological survey of the country had been, carried out 


within the last few years, with the result that many 


valuable minerals had been discovered, including coal and 


anthracite. These were now being exploited. The 


Exhibition gave full details to show the increasing output 


of the minerals and the methods of exploitation. The 


Prime Minister had felt some doubt, however, whether all 


the development illustrated paid its way. 


Another part of the.Exhibition was devoted to 


Bonafica and showed models of the new villages which had 


been erected on reclaimed land. All this work was 


extremely well done and designed to impress the beholder 


with the efficiency and the universality of the public 


works carried out under the Fascist regime. In this part 


of the Exhibition there was an enormous notice bearing the 


words "IL DUCE-HA SEMPRE BAGIONE", this being a notice 


which apparently was exposed in many parts of the country. 


The Sports Exhibition had also been extremely 


impressive, both as regards the speed of movement and the 


accuracy of the co-operation and precision attained not 


only by adults but also by little boys of six to eight. 




There had been some criticism among the Italians of 


allewing small boys to carry rifles and to drill with arms. 


It was evident that this form of exhibition was more 


agreeable to Signor Mussolini than attendance at social 


functions. 


The Prime Minister said he had been informed that 


Count and Countess Ciano, and particularly the latter, were 


disposed to be anti-British and pro-German. It had been 


suggested to him that it might be advisable to take steps 


to counter this tendency if it existed. Accordingly, he 


and the Foreign Secretary had seen a good deal of the Count 


and Countess and he very much doubted whether there was any 


truth in the suggestion that they were anti-British. 


This view was confirmed by what he had been told by a well

known member of Rome Society. 


Turning to the Conversations, the Prime Minister 


said that the weakest spot in Signor Mussolini's statements 


had been his defence of Herr Hitler's action in piling up 


armaments, and, in particular, the Duce's argument that 


Hitler's policy of rearmament must be defensive because he 


had fortified the Siegfried Line. 


The Prime Minister said that he was convinced that 


Signor Mussolini and Herr Hitler could not be very sympathetic 


to each other, and that, although they had some interests in 


common, their interests were not identical. Further, he 


rather doubted whether Signor Mussolini was aware of Herr 


Hitler's plans. Accordingly he had on several occasions 


given Mussolini a chance to express his real feelings of Herr 


Hitler. He had never taken the opportunity offered to him, 


but had remained throughout absolutely loyal to Herr Hitler. 


The Prime Minister saicl that at the time he had been somewhat 


disappointed at this attitude, but on reflection he thought 


that it reflected credit on Signor MussoliniTs character. 
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PALIAN RE-
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Previous 

pference: 

abinet 58(38) 

onclusion 2 ) . 
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Referring to the part of the conversations whicn 


related to disarmament (page 11 of the record) the Prime 


Minister said that he had taken the opportunity to suggest 


that there should he an exchange of views on the matter. 


Signor Mussolini had accepted this proposal and had said 


that he would formulate his ideas in writingo The Prime 


Minister thought that active collaboration in this matter 


was all to the good0 


As regards refugees, Signor Mussolini had not 


been very specific but he had not been unsympathetic and 


had expressed his willingness to help. 


As regards Italy'a attitude to France, Signor 


Mussolini had in effect said that he did not intend to 


have any negotiations with France until the Spanish war 


had been cleared up, but he had said that he would not 


make matters harder for the Frencho In the meantime, 


however, the French papers continued to exacerbate 


Italian feeling by harping on matters on which Italian 


public opinion was particularly sensitiveo 


The visit to the Pope had also been very success

ful. 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


said that he had nothing to add to the appreciation which 


the Prime Minister had given of the atmosphere of the 


visit. He. had always thought that the main purpose of 


the visit was to allow Italian opinion an opportunity to 


make itself articulate. The British Minister to the 


Vatican had said that the Italian people regarded the-


Prime Minister as the world's lifebuoy, and he felt that 


that was a most accurate description^ 


The Foreign Secretary agreed with the Prime 


Minister that Signor Mussolini's broad instinct was for 




L
 peace. At the same time, he confessed that he had some 


feeling of disquiet as regards the Italian attitude to 


PAIN. Spain and to France. As regards Spain, Italian 


philosophy was dictated "by the belief that General Franco 

bevi ous 

ference; would pull off a quick success, and they behaved as if 

binet 60(38) 

Inclusion 4 ) . they alone had the right to intervene. He thought that 


n
j, j 2 ( ^ )  ̂  ^ e I"^ali a  intervention in Spain was not nearly as 

unpopular as we had been disposed to regard it. Those 

who returned from Spain were treated as heroes, while 

pensions were awarded on a most generous scale to the 

dependants of those who were killed in the war. 

Some discussion ensued as to the number of 


Italian troops in Spain. 


t THE FOREIGN SECRETARY said that there was one 
B 

m 


Italian Division while three Spanish Divisions were 


stiffened up with Italian troops,, 

in 


In reply to a question, THE PRIME MINISTER said 


I y 
that in the statement by the Duce on page 6 of the record 


I 
that the Italians had not increased their artillery, 


aviators and aeroplanes for several months past, emphasis 


should be on the word "increased". 


THE FOREIGN SECRETARY said that he had cross
record), and he confessed that he did not think that 

examined Count Ciano on this point (see page 9 of the 

Count Ciano's statement was accurate. Lord Perth, 


however, thought that both Signor Mussolini and Count 


Ciano might not be in possession of the facts. He had 


come to the conclusion that it was impossible to ascertain 


the real truth as to this matters 




In reply to a question, the Foreign Secretary 


added, that if the French were to send substantial 


additional help to the Republican Government the Italian 


Government would regard themselves as being free to re

consider their whole attitude in the matter. They had 


even stated that they had thirty battalions ready to 


despatch to Spain in this event. 


Continuing, the Foreign Secretary said that 


M* Bonnet had returned to this subject more than once. 


On the last occasion he had discussed the matter with 


him in the train leaving Geneva (see telegram No. 8 


dated 17th January, 1959 to Paris) 0 The French 


Government seemed to be rather less disturbed at the 


prospect of the Republican Government being beaten, 


than as to the position which would exist when the 


war in Spain ended. In particular they were disturbed 


with the position in the Balearic Islands, and they 


F.R. £[3*1)1*-. were toying with the idea of seizing Minorca so as 

to have some bargaining counter with which to induce 

the Italians to leave Majorca. 

The Foreign Secretary said that he had replied 


that in his view this was a dangerous game. Further, 


he thought that the real protection which the French 


Government enjoyed in this matter was that the Italians 


had given us perfectly unconditional assurances that they 


had no territorial ambitions in Spain, and they could 


not now use their occupation of Majorca for bargaining 


purposes.without a flagrant breach of those under

takings. 




Turning to the position of Spain generally, 


the Foreign Secretary said that he thought it 


would he desirable that a meeting of the Foreign 


Policy Committee should be held early in the 


ensuing week to discuss certain rather disturbing 


possibilities inherent in the situation. One point 


of view which no doubt might be held was that there 


was no reason why the French should be bluffed out 


of action which they had a perfect right to take, 


and that continuance of the war in Spain would weaken 


Italy. For his part he did not agree with that 


view. Nor could he see any chance of the Republican 


Government obtaining mastery in Spain unless they 


were given support from outside on such an extensive 


scale as would result in a war between the Great 


European Powers. 


THE PRIME MINISTER said that he agreed with 


the Foreign Secretary and he thought it was in our 


interests that the war in Spain should come to an 


end as soon as possible. 


In reply to a question by the President of 


the Board of Education, THE SECRETARY OF STATE FOR 


FOREIGN AFFAIRS said that, even if the present 


offensive should be stayed, he rather doubted 


whether there was any prospect of a settlement by 


negotiation. 


The Foreign Secretary added that he thought 


that the Italians had made up their minds that they 


wanted General Franco to win a military victory. 


Count Ciano had developed the argument that without 


the prestige of a military victory behind him 


General Franco would not be able to reconstruct 


Spain's national life 0 




In reply to a further question,, the Foreign 


Secretary referred to a message which had "been 


received from the French Military Attach.6 at Barcelona, 


to the effect that unless further military help was 


given, he thought Barcelona would fall within six 


weeks. That, however, would not necessarily he the 


end of the war. Signor de Vayo had expressed the 


view that the situation was grave and critical, hut 


he said that the Republican line, although it had 


been pushed back, had not been broken. 


THE SECRETARY OF STATE FOR SCOTLAND asked 


whether.the French thought that the Germans were now 


supporting the Italian claims. 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


said that 1*1. Bonnet now thought that the German 


Government felt obliged to give a modicum of support 


to Italian claims, but not to the point of war, 


provided that no other country was involved. This 


view of the situation was, of course, based on the 


assumption that the Italian claims represented the 


main centre of activity but it was always possible 


that the main centre of activity might be elsewhere. 


The Cabinet congratulated the Prime 

Minister and the Foreign Secretary on 

the success of their visit to Paris 

and Rome: took note of the discussions 

with the French and Italian Ministers 

recorded in C P . 8 (39) and agreed 

that the Foreign Policy Committee 

should meet on M o n d a y J a n u a r y , 

at 3 p.m. to consider further the 

position in Spain. 




GERMANY. 


JRelations 

-with. 


(previous 

I Reference: 

Cabinet 60 (38) 


'i Conclusion 7.) 


2. At a later stage in the meeting, THE -


CHANCELLOR OP THE DUCHY OP LANCASTER said that he 


had been alarmed at the contents of certain 


telegrams from Berlin which had recently been 


circulated. He asked whether the Foreign Office 


could consider circulating a paper on the situation 


as revealed in these telegrams. 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


said that he proposed that after the position had 


been reviewed by the Foreign Policy Committee, a 


report should be made to the Cabinet,, In this 


connection he referred to the statements made in a 


recent Despatch from OUT Ambassador in Paris 


including a report by the Military Attache in Paris 


as to possible German intentions against Holland. 


He asked the Minister for Co-ordination of Defence 


whether this matter could be considered by the Chiefs 


of Staff. 


THE MINISTER FOR CO-ORDINATION OF DEFENCE 


said that in anticipation of this request 


arrangements had been made for the atter to be 


considered by the Chiefs of Staff, but he doubted 


whether it would be possible for a report to be 


submitted to the Foreign Policy Committee before the 


meeting to be held on Monday, 23rd January. 


The Cabinet took note of the above. 




M l stance 

Bo. 


previous 

jference: 

jibinet 60(38), 

pnclusion 2 ) . 


1i *3 

3. THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


referred to the conclusion noted in the margin, 


which had authorised the Prime Minister, the Chancellor 


of the Exchequer and himself to decide whether a 


communication should be addressed to the United 


States Government informing them that if they were 


prepared to guarantee a loan to China for stabilisation 


purposes we should do likewise. In accordance 


with this decision, a telegram had been despatched to 


the United States of America on the 6th January (tele

gram Noo 4 to Washington) to the effect that we wei^e 


prepared to introduce legislation to support the 


Chinese currency if the United States Government were 


prepared to take parallel action at the same time. 


By taking parallel action we meant that the United 


States of America would join with us in making a 


loan for currency purposes. 


The United States Government had replied 


on the 11th January (telegram No. 15 from Washington) 


to the effect that they were prepared to take parallel 


and simultaneous but not identical action.. Their 


general attitude had been friendly and co-operative, 


but the information as to the steps which they 


proposed to take had been somewhat vague, 


A telegram had been despatched to Sir Robert 


Craigie on the 16th January, asking for his views on 


the position. His reply had now been received 


(telegram dated 17tli January from Tokyo, No. 54), 


Broadly, his. answer was that he thought that the 


action proposed would create a bit of a storm, but 


that we should weather it without great difficulty. 




In the meantime, the position had "been 


complicated by the fact that the Chinese Government 


had now announced that they proposed to suspend all 


payments on loans secured on the Chinese customs, 


and that they proposed to pay dollars into a "blocked 


account. This constituted a new and awkward 


difficulty., 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


said he thought that our answer should be that we 


wished to act in step with the United States 


Governmento Further, he thought that the somewhat 


stiffer attitude which we had taken with Japan 


recently had "been all for the goodo He therefore 


asked that the Cabinet should authorise the despatch 


of a telegram to the United States Government thanking 


them for their response, and saying that we intended 


to proceed with examination of the details of the 


project for assisting the Chinese currency and that 


we proposed to keep them informed of the progress of 


this examinations. At the same time we should ask 


the United States Government for some further indication 


of their parallel action, and we should invite their 


attention to the action taken by the Chinese in regard 


to the loan secured on the customs,? This introduced 


a serious complication which would have to be adjusted. 


At the same time he hoped that the Treasury 


would be prepared to think out details of the Bill which 


would be necessary if it was decided to go forward with 


the proposed guarantee of a currency loan. 


In reply to a question from the President of 


the Board of Trade, the Foreign Secretary said that in 




approaching representatives of the Chinese Government in 


regard to the loans secured on the customs, he did not 


propose to say more as regards the proposed currency 


loan,than that, as the Chinese Government were aware, 


we had been thinking over the matter and that the 


action which they had taken in regard to Customs Loans 


obviously made it far more difficult for us to proceed 


with the currency loan. 


THE CHANCELLOR 01? THE EXCHEQUER pointed out the 


differences between the United States Government joining 


with us in the currency loan and taking some other, but 


parallel, actioiie If the United States Government 


actually joined' with us then if Japan was to retaliate 


she could not retaliate against us alone. Further, support 


of the currency would obviously prove more effective 


if the currency was to be supported by the United 


States Government as well as by the Government of 


this countryB 


THE PRIME MINISTER said that as this matter 


had not been put on the Agenda and notice had not been 


given of the intention to raise the question, he did 


not think that the Cabinet could be asked to reach a 


final decision that morning. He wished, however, to 


tell his colleagues that his own mind was moving some

what away from his previous view that we should not take 


action unless the United States of America joined with 


us in guaranteeing the loan. He was influenced by 


two considerations: first, that the United States 


Government were anxious that we should come in and that 


if we took no action they would feel that we had done 


less than they had in the matters Secondly, Sir Robert 


Craigie's attitude had altered and whereas he had 




previously pointed, out the dangers of the proposal,he 


now thought that there was little danger to he 


apprehended and that we should, with advantage, take 


action on the lines proposed. 


After further consideration it was agreed -


That the Prime Minister, the Chancellor 

of the Exchequer and the Secretary of 

State for Foreign Affairs should he 

authorised to settle the terms of the 

communication to he addressed to the 

United States Government on the lines 

suggested by the Foreign Secretary,, 

informing them that we were considering 

this matter further and asking for some 

further indication of their parallel 

action. 




ALESTINE. 


Previous 

Reference: 

Cabinet 60 

(38), Con
clusion 9.) 


Military 

Situation. 


Invitations 

to the 

London 


Conference. 


.4, THE SECRETARY OP STATE FOR THE COLONIES 


said that the action of the Military Authorities 


had been successful in checking the activities of 


the large Arab bands. In this respect the situation 


was now much improved, although a good deal still 


remained to be done. On the other hand, individual 


acts of assassination and sabotage - particularly 


the former - had increased considerably. Such action 


was obviously harder to control than the action of 


large bands. 


The Secretary of State for the Colonies thought 


there were two reasons for the increase in these 


individual acts of assassination and sabotage. The 


first was the dispute between the Mufti faction and 


the Nashashibi faction. The policy which we were 


pursuing was affording encouragement to the latter 


faction, and the Mufti faction were now trying to shoot 


members of that faction. It was significant that the 


majority of recent assassinations were murders of 


Arabs by Arabs. 


The second reason for the increase in individual 


outrages was that the Mufti1s policy was to make as 


effective a demonstration as possible on the eve of the 


approaching London discussions. 


The major difficulty which still existed 


concerned the composition of the delegation of 


Palestine Arabs. Prolonged negotiations had taken 


place, and the upshot had been that King Ibn Saud, 


Egypt and Iraq, had done their best to persuade the 


Mufti that the Palestine Arabs should be represented 


not only by his friends, but also by one or two 

7**. /A/^H, [3a^.LZf 

representatives of^th^r^^r^fc^es, but the Mufti had 


adopted a very difficult attitude and -cared to 


suggest that the delegation should consist entirely 


of his own adherents.
-14



Although the representatives who had been 


selected were well chosen, it would be difficult for 


us to accept the delegation as at present proposed, 


unless we were recommended to do so by the neighbouring 


Arab countries. We had made our views on the matter 


clear to Mahmoud Pash$ and to 3STuri pasha, and they 


were doing their best to ensure that the delegation 


of Palestine Arabs was more broadly based. 


The second difficulty with which we were faced 


was that the Mufti appeared to be adopting an 


absolutely uncompromising attitude as to the matters 


to be dealt with by the Conference. (On this, as on 


other matters, our information was derived from 


indirect sources, and it was impossible to be certain 


exactly what attitude the Mufti was taking up.) It 


seemed, however, that the Mufti's attitude was that 


unless we accepted all his proposals there could be 


no settlement. The other Arab representatives were 


prepared to negotiate up to a certain point, and 


endeavours were being made to ensure that the 


Palestine Arabs did not commit themselves to extreme 


proposals before the Conference started. 


If the Mufti adhered to this attitude there 


was a possibility that not only would the Conference 


be doomed to failure, but that it might never start. 


Nuri Pasha and Mahmoud pasha had indicated that they 


would attend the Conference themselves, but if it 


was clear to them that the Conference was doomed to 


failure they would refuse to come. 


The Secretary of State for the Colonies 


mentioned that a leader of the Nashashibi faction 


had visited the Q&kors%&& Secretary in Palestine and 


had asked that he and his friends should be repres
ented at the Conference. This should strengthen our 




hands; hut it would he necessary to await developments 


for a few days before deciding whether we should accept 


the delegation as at present announced, or in some 


other form. 


As the result of these delays it was now clear 


that the Conference could not start until the end of 


January, at the earliest. 


The Secretary of State for the Colonies said 


that, in conjunction with the Foreign Office, he was 


preparing a Paper for submission to the Cabinet. 


He had held it up for a time in order to include the 


results of the discussions which were now proceeding 


in Cairo. He proposed that the Paper should now be 


completed without further delay, and circulated on 


Friday, SOth January. He suggested that the matter 


should be considered at the Palestine Committee before 


it was discussed in Cabinet. 


The Cabinet took note of 

the above statement. 
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5. THE SECRETARY OF STATE FOR HOME AFFAIRS said that 


the Refugee problem now raised a number of large issues 


and he felt that it was necessary that there should be 


some central machinery for dealing with problems which 


concerned a number of Departments. He therefore proposed 


that a Ministerial Committee should be set up, comprising 


the Ministers in charge of the Departments mainly concerned, 


and that this Ministerial Committee should be assisted by 


an Official Committee comprising the Permanent Heads of 


those Departments-e 


THE CHANCELLOR OF"THE DUCHY OF LANCASTER said that 


the Director of the Inter-Governmental Committee was now in 


Berlin, and there was some reason to believe that he would 


shortly bring back plans which he would recommend for 


acceptance,, He (Lord Winterton) had arranged to have a 


meeting with the Director and Vice-Chairman of the 


organisation, in Paris? on Monday nexto It had been 


suggested that the full Inter-Governmental Committee should 


meet on Thursday, 26th January0 This meeting might be 


postponed, but when held it was necessary that he should be 


in a position to state the Government's views. 


It was agreed that the Chancellor of the Duchy of 


Lancaster should consult on this matter with the Home 


Secretary. 


The Cabinet agreed -


That a Cabinet Committee should be set up, 

composed as under -


The Secretary of State for Home Affairs 

(Chairman)0 


The Secretary of State for Dominion 

Affairs and the Colonies^ 


The President of the Board of Trade. 

The Chancellor of the Duchy of Lancaster. 

The Financial Secretary to the Treasury, 

The Parliamentary Under-Secretary, 


Foreign Officeo 
The Parliamentary Secretary, Ministry of Labour 

to keep under" review questions arising 

out of the Refugee problem and to report 

when necessary to the Cabinet0 
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GISLATION. 
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6. The Cabinet had before them a Most Secret 


Memorandum by the Secretary of State for Foreign 


Affairs (C.P.-l(39)) informing his colleagues that, 


in accordance with the conclusion mentioned in the 


margin, representatives of the Treasury, Foreign 


Office and Board of Trade had met in order to deter

mine which foreign countries should receive priority 


of assistance under the new Export Credits Act. 


They had also indicated the amounts which, in their 


opinion, it would be appropriate to reserve for 


allocation to each of them, as follows:

£ 

CHINA 3,000,000 

GREECE 2,000,000 

PORTUGAL (if required) 1,000,000 

EGYPT (if required) 1,000,000 

ROUMANIA 1,000,000 

IRAK o * . 500,000 

AFGHANISTAN , . . 250,000 

IRAN AND SAUDI ARABIA 250,000 


£9,000,000 


3 e o 


This figure left £1,000,000 in reserve for unforeseen 


contingencies, for part of which Bulgaria and 


Yugoslavia would be eligible. In asking his 


colleagues to approve this proposal, the Secretary 


of State explained that its purpose was solely to 


provide a guide to the amount of credit, in the case 


of each country, within which applications from 


United Kingdom exporters or foreign buyers could 


usefully be considered and submitted for Treasury 


sanction, 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS, 


having introduced the Memorandum, a general 


discussion took place, in the course of which 


J 




reference was made to telegrams which had "been 


received from our Minister at Athens to the 


effect that great caution should he exercised 


before any loans were made to the present Greek 


Government. 


THE SECRETARY OP STATE FOR WAR drew 


attention to apparent differences between 


the list set out in the Foreign Secretary's 


Memorandum and the Memorandum drawn up by the 


Chiefs of Staff as to the relative strategic 


importance of countries requiring arms from 


the United Kingdom (C.I.D. Paper No. 1488-B). 


It was explained that the present paper 


did not convey approval to any action being 


taken forthwith; still less did it represent 


any rigid order of priority. It was only 


intended to provide a provisional scheme for 


allocation of the £10 millions credits which under 


the Bill now before the House of Commons, might be 


given by the Board of Trade, with consent.of the 


Treasury, without reference to the Export Guarantees 


Advisory Council. 

The Cabinet took note of the 


Memorandum submitted by the 

Secretary of State for Foreign 

Affairs ( C P . 1(59)), 
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TDUSTRY. 
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z^^/- The Cabinet had be-fore them a Memorandum by the 


president of the Board of Trade ( C P , 6 (39)) suggesting 


that a Cabinet Committee should he appointed to 


investigate immediately and report upon proposals put 


forward by the Chamber of Shipping of the United Kingdom 


and Liverpool Steam Ship Owners' Association (attached to 


the Memorandum) relating to financial and other assistance 


to all sections of the shipping industry; The case for 


assistance was urged on the ground that the industry 


generally was unable to hold its own against the competition 


of foreign flags  and would thus be unable to maintain 
c


the mercantile marine at a level adequate for the national 


needs. As regards the shipbuilding industry,, the 


representatives of the Shipbuilding Conference had agreed 


to await a decision on the shipping industry's proposals9 


which might have an important influence on the prospects 


of the shipbuilding industryo 


THE PRESIDENT OF THE BOARD OF TRADE said that he 


did not propose to do more at the present meeting than 


to ask that a Cabinet Committee should be set up. This 


Committee would have referred to it (a) proposals which 


had already been made by the representatives of the 


Shipping Industry  and (h) proposals which he would put 
s


forward in regard to the shipbuilding industry. 


In reply to a -question by the Chancellor of the 


Exchequer j, the President said that while he agreed that in 


general detailed financial proposals should not be discussed 


at the Cabinet Committee until they had been discussed with 


the Treasury  he thought that in the first instance it 
s


would be desirable to have a general discussion in regard 




to the proposals which the Shipping Industry had 


themselves put forwards 


The Cabinet agreed:-


That a Cabinet Committee should be 

set up composed as under:-


The Lord Chancellor. 

The Chancellor of the Exchequer^ 

The Lord President of the Council. 

The President of. the Board of Trade. 

The Secretary of State for Dominion 


AffairSo 

The First Lord of the Admiralty. 

The Secretary of State for Scotland. 

The Minister of Transport. 


to consider 

(a) requests for financial assistance 

made by the- Shipping Industry; 


(b) proposals for assistance to the 

. Shipbuilding Industry, 


and to report to the Cabinet. 


NOTE. The Lord President of the Council informed 

the Cabinet that he was financially 

interested in the Shipping Industry and 

requested that this fact should be placed 

on record In the Cabinet Conclusion 

setting up the Committee* 




8- THE CHANCELLOR OF THE EXCHEQUER said that 


he wished to draw the Cabinet's attention to something 


which had happened in regard to the Indian Income 


Tax (Amendment) Bill now passing through the Indian 


Legislature which affected British revenue. * 


It was a well understood principle that a 


country is entitled to levy income tax on the whole 


of the profits of a Company which has its seat of 


control in that country. It is also an accepted 


principle that if part of the profits of that Company 


are earned in some other country, that other country 


is entitled to levy income tax on the part 6f the 


profits earned within its area. 


These principles had met with general 


acceptance, not only within the Empire, but by foreign 


countries, and formed the basis of a number of 


conventions. 


The present proposal was that the law in 


regard to Indian Income Tax should be altered, and 


that a Company which had its seat of control outside 


India, but which earned half or more than half its 


profits in India should pay tax to the Indian 


Exchequer on the whole of its profits. This, bf 


course, entirely cut' across the principles which he 


had mentioned. 


Further, in this country we had arrangements 


whereby we pay compensation to those income tax 


payers who pay double income tax- up to the limit of 


half our own rate of tax. The result, therefore, 


of the alteration in the Indian income tax law to 


which he had referred would be that the British 


taxpayer would have to pay more in compensation to 


. Companies which had their seat of control in this 




country and which earned more than half their profits 


in India. 


There was the further point that, the action 


taken by the Indian Government might he copied by 


Governments elsewhere, with unfortunate results. 


The Clause in question had been passed in the 


Indian Legislative Assembly early in December, but 


there had been no consultation of any kind with the 


Treasury or Inland Revenue, and the matter had not been 


brought to his notice until a few days ago. 


The Chancellor of the Exchequer said that 


he did not suggest that we should now insist on an 


immediate repudiation of this proposal by the Indian 


Government, since this would no doubt result in a 


bitter controversy with the political interests in 


India which supported it. He thought, however, that 


it was his duty to invite the Cabinet to take note 


of what had happened. He suggested that the 


Secretary of State for India should inform the 


Viceroy of the feeling of the Cabinet on the matter 


and should ask him to take such steps as might be 


possible to get the matter put right as early as 


possible. The Chancellor added that he understood 


that the Bill had now passed through the Indian 


Legislative Assembly and was now being considered by 


the Council of State. 


THE SECRETARY OP STATE FOR INDIA said that 


he did not dispute the objections to what had 


happened which had been put forward by the 


Chancellor of the Exchequer, although he,. , 


thought that on grounds of merit, there 




might he something to he said for the proposal. He 


agreed that it was most unfortunate that this clause 


in the Indian Income Tax Amendment Bill had taken 


this form, and that this had happened in circumstances 


which had made it impossible to consult the Treasury 


and Inland Revenue. 


The Secretary of State for India said that the 


Indian Income Tax Amendment Bill was a complicated 


measure and that two clauses, IV and V dealing with 


interpretation of residence of individuals, and 


companies respectively had been the subject of fierce 


controversy. As originally drafted, these clauses 


had been innocuous from the point of view of the 


Chancellor of the Exchequer and they had emerged in an 


innocuous form from the Select Committee. When the 


Bill reached the Assembly, however, these clauses 


had. been violently attacked, first of all by the 


representatives of the Congress Party, then by the 


Moslems and the European Group. The Government had 


thus been left without any support on these two'" 


clauses. The Indian Finance Member had threatened 


to drop the whole Bill. This had given rise to a 


difficult situation, and he had then said that he was 


prepared to consider changes in these two clauses, 


with the result that a bargain had been done over the 


floor of the House and the clauses as they now stood 


had been accepted as a compromise by all parties. 


The matter had been reported to the Secretary of 


State after the bargain had' been GOiicludede He 


greatly regretted that this had happened 




and he was grateful to the Chancellor of the 


Exchequer for the considerate way in which he 


had dealt with the matter. He was fully prepared 


to accept the suggestions made ay the Chancellor 


of the Exchequer. 


THE PRESIDENT OF THE BOARD OF TRADE said 


that he had fought proposals of this nature 


successfully, when put forward "by foreign countries, 


and that it was alarming to hear that a clause of 


this kind could he agreed to by the Government 


of India without any kind of consultation. He was 


afraid that what had happened would enormously 


weaken our position in resisting similar proposals 


from other countries. 


THE PRIME MINISTER said that he took a very 


serious view of the matter. The bargain which had 


been struck in the Indian Legislature not only 


affected the British taxpayer, but controverted a 


principle which had been followed for a long time 


in the face of attempts by other countries to alter 


it. It was most unfortunate that such action 


should have been taken without any kind of 


consultation.. Nevertheless, he had reached the 


opinion that it was impossible to take any 


immediate action to redress the matter without 


giving rise to very serious controversy in India. 


He therefore agreed to the course proposed by the 


Chancellor of the Exchequer. 




The Cabinet agreed:

(a) That the Secretary of State	 for 

India should invite the Viceroy's 

attention to the views expressed 

by the Cabinet in regard to the 

action which had been taken by 

the Government of India, and 

should make it clear that the 

Cabinet regarded the matter in a 

very serious light. 


(b) That, while recognising that no 

immediate action was possible, 

the Viceroy should be asked to 

consider what steps could be taken 

to remedy the situation at a 

suitable opportunity.. 
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NOT CIRCULATED *' 


CABINET 1 (59) T CONCLUSION 9. 


C U R R E N C Y L E G I S L A T I O N . 


Statement by,the Chancellor 

of the Exchequer. 


* * 9 


THE CHANCELLOR OP THE EXCHEQUER said that his 


colleagues would, of course, have seen the announcement 


of a transfer of gold worth £350 millions at current 


prices from the Issue Department of the Bank of England 


to the Exchange Equalisation Account, and. the promise 


of consequential legislation. He explained the circum
stances as follows 


For a considerable period up to about a. year ago 


there had been a great flow of capital funds towards 


London, mainly from people in European countries who 


were afraid to leave their money there. The £800 millions 


worth of gold which we held last April represented in 


considerable measure the accumulation here of refugee 


money of this kind, and gave to our financial position 


an appearance of strength which was in part misleading. 


Since last April anxieties on the part of 


foreigners as to the fate of this country in the war 


which they regarded as impending had led to a great 


efflux of these funds, chiefly to America., which was 


regarded as a safe repository. A return which we had 


recently made public showed that some £150 millions of 


gold was lost between the 1st April last and the 30th 


September last. 


One would have hoped that with the Munich settle

ment the drain on the pound would have subsided, but 


that was not what had occurred. It appeared only too 


evident that the view continued to be persistently 




held abroad that war was coming and that this country 


might not be ready for it; and lying behind that anxiety 


there was, of course, the further anxiety created by the 


obvious worsening of our financial position, by the heavy 


increase in the adverse balance of our trade, and by the 


growth of armament expenditure. In the three months from 


the 1st October the drain had continued, the value of 


the pound falling from a top figure earlier in the year 


of 5 dollars to a figure little above 4-60. The Chancellor 


was afraid that it must be said that the recent conditions 


had been painfully reminiscent of those which obtained in 


this country immediately prior to the financial crisis 


of September, 1931. 


At the turn of the year it had become necessary 


to replenish the gold in the Exchange Equalisation Account, 


and it was decided that the best, course was to act on a 


bold scale, removing from the Bank of England all the 


gold put into the Bank since the time when the Exchange , 


Equalisation Account was first set up and providing that 


Account with the maximum possible sum for the present and 


future defence of the pound. 


The Chancellor hoped that this measure would have 


a good effect, though another shock would await when the 


figures of our finances for the next Budget came to be 


portrayed. 


The big transfer from the Bank of England to the 


Exchange Equalisation Account appeared to have had a . 

considerable effect on "bear" speculators, as showing 


that we had every intention of maintaining the pound. 


The Chancellor was glad-to be able to say that 


the drain that we had suffered was so far an external 


one, and that there was as yet little or no evidence of 


a flight from the pound by British nationals. 


-S
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The measure that we had taken involved raising 


the fiduciary issue no less than £140 millions above 


the normal statutory figure. Arrangements in regard 


to raising the fiduciary issue were normally dealt with 


by Treasury Minute. The ineres.se now proposed, however, 


was so large.that it was desirable that the change should 


be made by legislation. For this and for other reasons 


it had been decided, to introduce legislation, and it 


was very desirable that this legislation should, be 
passed as early as possible after Parliament re-assembled. 


He (the Chancellor) was in consultation with the Bank of 


England and his advisers about the form of the legislation, 


but at the moment he could not give any precise indication 


of it. 


What the Chancellor asked, if his colleagues 


agreed, was that he should settle the terms of the 


legislation as soon ;as he could with the Prime Minister, 


and that he should be authorised to bring the Bill 


before the Committee of Home Affairs in time for its 


presentation to the House within a few days of the re
as s embly. 


18th January. 1939 . 


http://ineres.se


17th January, 1939. 


Dear Bridges, 


I enclose a copy of the stuff which we have 


suggested to the Chancellor that he should say at the 


Cabinet tomorrow. The Chancellor has not said whether 


he likes it or not. I assume that he will talk raore or 


less on these lines. 


You will see that we have suggested that the 


Cabinet Minute about the statement should go on the 


Secret Cabinet file, but should not be circulated. 


Yours sincerely, 


E.Bridges,K.C.B. 




9 i? 


Member of the Cafc&aai wi l l m &mht 
fee escpeetisig eeete statement fron tlie Cba&eellor 
£boat the reseat tt&osfer of gala m& ptxmim of 
l e g i s l a t i o n I t would be dosisable that that 
statement flM^iS aa&e a t %h$ Cabinet m 
£e&teaday mMt m there $-11! aisei fee tee imseti 
Uae t o get mm Bi l l t  kftfrim&ffcsgjti the lleae
cesaitittee ia tissg fer ?res*mt&tie& la the f i r s t 
weefe. Pes&i&jseiat ye*&s$e$&Xe&* 

I t i s it 1 tMak* t smeeeswy anft 
aafiesimble th&i the Clmeellor Q M  I a m t i m 
the ee t a i l s of the Jtegieletle&* - Slie 
to remlue the geld i s se ^ x l t a t i & l mtil the 
precise c ^ l t i a r m &tt&efoleg to %tm romlmttm 
ea& be aet eat la f a i l that i t I s prtitebly 
miim%mbl& to ef I t a t g*reetnt* 

I aoggeaV-t&e IMlimijig f or 'the X tines 
ef the statttMBit, 

of omvft , haw" 
sees toe an&aon$&MK*t of a tmaofer of worth 
ivSO M l Urn at o a m a t prises Caw the Istam 
ttopufimtA e£ the $a ta fe of Z&gUttA to the ^elmsge 
^-mlimdixM Aoeeoat i n ! fee praatoe js$ 
oo^esperitiel l e g i s l a t i o n 

The eiresnstariees w  e these. 
£ S P a o ^ s i i e m h l e period up to e&out 

& fmx ego there was a great flwr of capi ta l 
£gaga tuw&rtis Loata^ imialy from people l a 
Biaropesei eeastr ies who M to leaw 
fc&eir a ^ e y t ^ p g * y 
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T H S CHAHO^IjLOE 0? Tir? TJXCKSQJDrSR said, that his 
colleagues would, of course, have seen the announcement 
of a transfer of gold worth £350 millions at current 
prices from the Issue.Department of the Bank of England 
to the Exchange l-g/ualisation Account, and the promise 
of consequential legislation. He explained the eircum
stances as follows 

For a considerable period u;. to about a year ago 


there had been s great flow of capital funds towards 


London,, mainly--from neopla-- in- European countries who 


were afraid to leave their money there. The £800 millions 


worth of gold which we held last April represented in 


considerable measure the accumulation, here of refugee 


money of this kind, and gave to our financial position 


an appearance of strength which was in part misleading. 


Since last April anxieties on the part of" 


foreigners as to the fate of this country in the war 


which they regarded as impending had led to a great 


efflux of these funds, chiefly to America * which was 


regarded as a safe repository * A return which we had 


recently made public showed that some £150 millions of 


gold was lost -between the 1st April last and the 30th . 

September last. 


One would have hoped that with the Munich settle
men t the drain on the pound would'have subsided, but 


that was not what had occurred. It appeared only -too 


evident that the view continued to be persistently 




held abroad that war was coming and that this country 


might not be ready for it; and lying behind that anxi&ty 


there was, of course, the farther anxiety created by the 


obvious worsening of our financial position, by the heavy 


increase in the adverse balance of our trade, and by the 


growth of armament expenditure. In the three months from 


the 1st October the drain had continued, the value of 


the pound falling from a top figure earlier in the year 


of 5 dollars to a figure little above 4*60, The Chancellor 


was afraid that it must be said that the recent conditions 


had been painfully reminiscent of those which obtained in 


this country immediately prior to the financial crisis 


of September, 19'81. 


At the turn of the year it had become necessary 


to replenish the gold in the Exchange Equalisation Account, 


and it was decided t!r--t the best course was to act on a 


bold scale,, removing from the Bank of England all the 
gold put into the Bank since the time when the Kxchange 


Equalisation Account was first set up and providing that 


Account with the maximum possible sum for the present and 


future defence of the pound* 


The Chancellor hoped that- this measure would have 


a good effect, - though another shock would await when the 


figures of our finances for the neat Budget came to be 


portrayed * 


The big transfer from the Bank of England, to the 


Exchange Equalisation Account appeared to have had a 


considerable effect on "bear" speculators, as showing 


thai r̂e had every intention of maintaining the pound. 


The Chancellor was glad to be able to say that 


the drain that we had suffered was so -far an external 


one, and that there was as yet little or no evidence of 


a flight from, the pound by British nationals * 




The measure that we had taken involved raising 


the fiduciary issue no less than £140 millions above 


the normal statutory figure. Arrangements in regard 


to raising the fiduciary issue were normally dealt with 


by Treasttry Minute- The increase now proposed,, however, 


was so large that it was desirable that the change should [ 


be made by legislation. For this and for other reasons 


it had been decided to introduce legislation, and it 

' i 


was very desirable that this legislation should be 


passed as early as possible after Parliament re-assembled. 


He (the Chancellor) was in consultation with the Bank of 


England and his advisers about the form of the legislation, 


but at the moment he could not give any precise indication 

. . . . . . . - ^ 


of it. 


What the Chancellor a^ked, if his colleagues 


agreed, was that ha should settle the terms of the 


legislation as soon as he could with the Prime Minist^er, . j, 


and that he should be authorised to bring the Bill
before the Committee of TTorae Affairs in time for its 


presentation to the Honse within a few days of the re
assembly * 




9, THE CHANCELLOR OF THE EXCHEQUER referred . 


to the announcement which had. appeared, in the 


Press on the 7th January that gold worth £350 millions 


at current prices had "been transferred from the issue 


department of the Bank of England to the Exchange 


Equalisation Fund, and that in due course legislation 


would he introduced to authorise an increase in the 


fiduciary note issue to £400 millions,. 


The Chancellor, made a statement in regard 


to this matter0 


(The full details are reproduced in 

the:Secretary's standard file of 

Cabinet ConclusionsJl " 


After hearing the Chancellor's statement, 


the Cabinet agreed 
(1)	 That the Prime Minister and the 


Chancellor of.the Exchequer, in 

consultation, should have authority 

to settle the terms of the draft 

Bill: 


(2)	 That the Chancellor of the Exchequer 

should he authorised, to "bring the 

draft Bill "before the Committee of 

Home Affairs with a view to its 

presentation to the House of Commons 

within a few days of the re-assembly 

of Parliament,, without further 

reference to the Cabinet. 




BOMB OUTEAGES-r 10. THE SECRETARY OF STATS FOR HOME AFFAIRS said 


that a letter had "been addressed to the Secretary 


of State for Foreign Affairs "by representatives of the 


Irish Republican Army to the effect that unless Great 


Britain withdrew her troops from Ireland within a period 


of four days, which expired on the 16th instant, 


retaliatory action would be taken. 


It was explained that this communication had 


been forwarded to the Dominions Office, who had not 


taken the threat seriously, and that the matter had 


not been brought to the notice of Scotland Yard until 


some time on the 16th instant, after explosions had 


already taken place. 


The Home Secretary said that he had been in 


communication with the Chief Commissioner of Police for 


the Metropolis, who had decided to raid the houses of 


known members of the Irish Republican Association in 


London and Manchester. The raids had taken place 


that morning. Large quantities of explosive had been 


found in London and Manchester, together with arms, 


pistols and mauser rifles. In one case near London 


particulars had been found of power stations and post 


offices, and it seemed clear that it had been intended 


to attempt the destruction of mails on a large scale. 


The raids were still continuing, but it was clear that 


they had been successful and that a good deal of 


material had been collected. 


The question of what x^FOceedings should be taken 


in the cases of the 15 or so persons who had been 


arrested would have to be considered. 




. THE MINIS TEE. OP TRANSPORT said that no. 


substantial damage had taken place, but it was 


disquieting that the persons concerned had a 


considerable knowledge of our electrical -stations. 


If they had been in possession of more effective 


bombs the damage done might have been almost 


incalculable. 


The Cabinet took note of the 

Home Secretary's statement. 




RECALL OP 11. THE PRIME MINISTER said that he had received 

PARLIAMENT. 


a letter from the Right Hon. CP.. Attlee, M P . , the 
t
 

Request of 

Labour Leader of the Labour Opposition, asking for the 

Opposition. 


immediate summoning of Parliament to consider the 


situation in regard to Spain. 

Spain. 


The Prime Minister said that this request 


would he duly considered, hut he did not think that 


his colleagues would favour the proposal that Parliament 


should reassemble before the date already agreed upon 

The Cabinet expressed general 

agreement with the views of 

the Prime Minister. 




12. THE HOME SECRETARY informed the Cabinet that, 


at a Meeting of the Committee of Imperial Defence held 


on the 23nd December last, it had "been agreed 

"That the question of the immediate move 

of essential Executive Departments of 

the Air Ministry to Whitehall should "be 

further considered as a matter of urgency 

by a Committee of Ministers composed as 

under:-


Secretary of State for Home Affairs 

(Chairman). 


Minister for Co-ordination of Defence. 

Secretary of State for Air. 

President of the Board of Education. 

First Commissioner of Works, 


whose report should be considered by the 

Committee of Imperial Defence as early as 

possible in January 1959e" 


The Home Secretary explained that arrangements 


had been made, with the Board of Education1s assent, 


for a large portion of their basement accommodation 


to be made available for the use of the Air Ministry 


in the event of war. In view of the present uncertain 


international situation the Secretary of State for Air 


had reached the conclusion that, if the departments 


of the Air Ministry in question were to function 


satisfactorily in the accommodation allotted to them 


at the Board of Education in emergency, it was essential 


that the move should take place in time of peace, and 


he had therefore reluctantly come to the conclusion 


that the Board of Education must be invited to 


surrender the necessary accommodation in Whitehall 


for the Air Mini stry, and for themselves to move 


elsewhere. 


The Home Secretary said that the Committee 


appointed by the Committee of Imperial Defence had con

sidered the matter very fully at a Meeting on Tuesday, 


17th January, at which they had considered ; 


statements submitted by the Departments 




A 1 

concerned. In the Committee's view, the dominant 


consideration was that in the event of a sudden 


attack on this country it was vital that the 


headquarters of the Air Ministry should he in 


the best possible position to exercise central, 


direction and control of operations., On this 


ground the Committee had unanimously agreed that, 


in view of the present uncertain state of Europe, 


notwithstanding the inconvenience which would be 


caused to the Board of Education and the loss of 


contact with the Ministry of Health, the public 


interest demanded that the Air Ministry should now 


move into the quarters at present occupied by 


the Board of Education in Whitehall. The 


President of the Board had shown great public 


spirit in concurring in this decision, but he had 


asked that the question of the continued retention 


by the Air Ministry of the present quarters of the 


Board of Education should be further considered 


towards the end of the current financial year, on 


the presumption that, if the international situation 


permitted, the Board of Education should then 


return to their present quarters in Whitehall. 


The Home Secretary said that the Committee 


agreed that the decision to move the Air 


Ministry to Whitehall should be justified 


publicly on the ground that it was desirable 


that the headquarters of the three Fighting 


Services should be in close proximity., 




THE SECRETARY OP STATE FOR AIR said that he V. 

was...indebted to the President of the Board of Education 


for the attitude which he had adopted in this matter. 


THE PEESOTNT OF THE BOARD OF EDUCATION said that 


he had accepted the decision on the "basis of the 


statement which the Prime' Minister had made to the 


Committee of Imperial Defence in December last, that 


our defence preparations should be arranged on the 


basis that we were ready to meet a sudden attack.-


He felt that although it would be possible to evacuate 


two floors of the building within an hour and the rest 


of the building within twelve hours, it would not be 


right to take the risk involved in postponing the move 


of the Air Ministry headquarters to Whitehall until 


the precautionary period. At the same time he felt 


that the consideration which influenced the decision 


in the present case should also influence the whole 


range of Government policy. 


THE PRIME MINISTER thought that this would 


perhaps be going rather further than was justified. 


He expressed his appreciation of the attitude which had 


been adopted by the President of the Board of Education 


and felt sure that the Cabinet would endorse the 


recommendation that the retention by the Air Ministry 

Offices 


of the Board of Educations/should be further considered 


when the international situation permitted. He feared 


however, that the prospects that the situation would 


so permit were, at present, rather remote. 


The Cabinet agreed:-

To approve the move of 'the 

Air Ministry to the Board of 

Education's offices in "Whitehall. 


Richmond Terrace, S.W.1-, 


18th January, 1939o 
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GERMANY. ' 1- THE. SECRETARY OF STATE FOR FOREIGN ..LFFAIRS 


(Previous reminded his colleagues that at the last Meeting of thte 


^Cabinet l" Cabinet, the Chancellor of the Duchy of Lancaster had 


elusion0^.) ashed the Foreign Office to consider circulating a 


gj?.3(3̂ )t Paper on the situation as revealed in recent telegrams 


Iti^)'2-- from Berlin., He (the Foreign Secretary) had proposed 


that the position should first he reviewed by the 


Foreign Policy Committee, and that a report should 


then be made to the Cabinet. 


A Meeting of the Foreign Policy Committee had 


been held on Monday, 23rd January, at which a Paper 


had been circulated containing a certain amount of 


information based on secret sources. The Foreign 


Secretary had aslced that he might be excused from 


circulating this document, and that he might read to 


his colleagues a statement based, on those reports. 


Before reading the statement, the Foreign 


Secretary said that the atmosphere was one of con

siderable uncertainty. He thought that the Cabinet 


should proceed on the assumption that the information 


which had been received might be true, although there 


must, of course, be considerable doubt as to the real 


position. The atmosphere was much like that which 


surrounded a child, in which everything was possible 


and nothing was impossible. -


The Secretary of State for Foreign Affairs then 


read out the statement referred to, 


-'' sj^tement .is not reproduced in 

the Cabinet Conclusions, but a copy 

has been placed^ in the Secretary's 

standard fileTJ 


The Secretary of State foriForeign Affairs added 


that the Polish Ambassador, whom heMiad recently seen on 


another matter,had reported to him that\iis general 


impression of the recent conversations at Berchtesgaden 




between Herr Hitler and Colonel Beck was that Germany's 


attitude was more pacific,-not-only in regard to Danzig, 


hut generallyo 


THE PRIME MINISTER said he was sure the Cabinet 


would appreciate that the procedure which had been adopted 


in this matter was solely due to the need for keeping the 


circulation of extremely confidential Papers within the 


smallest possible limits. There was no intention to with
hold information from the Cabinet. He agreed with the 


Foreign Secretary that the indications of Germany's possible 


attitude could not be ignored, more especially since we might 


be dealing with a man whose actions were not rational. 


At the same time, the Prime Minister said, he was 


a long way from accepting all this information. Some 


allowance must be made for the rather disturbing atmosphere 


in which those who received these secret reports necessarily 


worked. Again, while many of the forecasts received from 


these sources had proved correct in the past, this was not 


always the case. For example, quite recently he and the 


Foreign Secretary had been told that on arrival in Rome 


they would be faced with a series of demands comparable 


with those encountered at Berchtesgaden. This had not been 


the case. 


The Prime Minister also thought that it was somewhat 


curious that the Flihrer should now be described as intensely 


irritated at the result of Munich. Further, it pointed to 


the conclusion that, if a dictator was once baulked, it did 


not mean that we should not hear of him again. Indeed, it 


might give rise to such annoyance and hostility on his part 


as to produce a situation which could only be ended, either 


by the defeat of the dictator in the field, or by internal 


revolution. 




The Prime Minister thought, moreover, that it 


was necessary to avoid paying too much attention to 


Herr Hitler's speech on the 30th January. His colleagues 


would remember how much trouble we had taken in September 


to make our attitude both clear and conciliatory, in view 


of Herr Hitler's Nuremberg speech. 


The Prime Minister added that he had seen the 


German Ambassador on the previous day. Dr. von Dirksen 


had expressed his disbelief in these talks of pending 


adventure on Herr Hitler's part. Dr. von Dirksen thought 


that Herr Hitler was devoting his energies to the economic 


sphere and had expressed satisfaction at the progress 


of negotiations now proceeding with representatives of 


certain of our industries: e.g., the coal industry. 


Further, Dr. von Dirksen had recently been in Berlin and 


had spoken to Herr von Ribbentrop, who had been seized of 


the importance of increasing German exports. Dr. von Dirkser 


had also expressed the view that the significance of the 


dismissal of Dr. Schacht could easily be over-emphasised. 


He suggested that Dr. Schacht had "blotted his copy-book" 


by over-frank expression of criticism, and that his dismissal 


did not signify any important change in Germany's policy. 


The Prime Minister next referred to the suggestion 


that it might be proposed that the Anti-Comintern Pact should 


be converted into an offensive-defensive alliance. No 


doubt there were people in Germany, Italy and Japan who 


would like to see this happen, and it would be an unfortunate 


thing for us. There' were, indeed, some people who said that 


such an alliance had no?/ been concluded between these three 


Powers and would be announced in the Fiihrer's speech on the 


30th January. The Prime Minister thought that on this matter 


our attitude should be to wait and see what happened, while 


taking great care to avoid any action which would bring these 


three countries into a close alliance. 




possible 

German 

ggression 


against 

Holland. 


* S J 


The Prime Minister said that within the last 


few days he had spent considerable time in discussion with 


the representatives of the Labour Opposition, who favoured 


intervention in Spain, in the hope of saving Barcelona 


from General Franco's forces. The folly of any such action 


at the moment was conspicuous, since it would encourage 


Signor Mussolini to conclude an alliance with Germany and 


The Prime Minister said that there were a 


number of specific points which should be discussed. 


The first was what action we should take in the 


event of German aggression against Holland. At the 


request of the Foreign Policy Committee, the Chiefs of Staff 


prepared a Report on the matter ( C P . SO (39)) which was 


before the Cabinet dealing with the following question: 
"Whether the integrity of Holland constitutes 

so vital a strategic interest to this 

country that we should intervene in the event 

of aggression by Germany against Holland." 


The Prime Minister thought that if Germany 


attacked Holland, we should be bound to intervene, but 


he doubted whether it was advisable that we should say so 


at once. He was influenced by the fact that if we made 


an immediate statement to this effect, we should enter into 


a binding commitment which, in certain circumstances, might 


prove embarrassing. Further, Holland had not asked us for 


any such statement. The Cabinet would remember that 


recently a rather similar issue had arisen in regard to 


France. Should we enter into a binding undertaking to go 


to France^ assistance if she were attacked by any Power 


seeing that France had undertaken to come to our assistance 


if we were attacked? One obvious point was that France 


might be attacked from more than one quarter, whereas we 


were only liable to be attacked by Germany, and that the 


obligations of mutual assistance in the event of attack 




would nottherefore, be equal0 We had already-made 


a statement that our obligations to Prance passed 


beyond specific treaty obligations, but he would 


deprecate any attempt to define the position more 


narrowlyo For much the same reason, the Prime Minister 


thought that for the moment it would be undesirable 


that we should enter into a precise and definite 


obligation to intervene if Holland were attacked by 


Germany. 


In conclusion, the Prime Minister pointed out 


that the Chiefs of Staff were shortly to submit a 


further paper dealing with the military action which 


we could take in defence of Holland's integrity, and 


he thought it would sssenecessary to wait this further 


expression of their views. 


THE LORD CHANCELLOR said that he had spent 


some part of the Recess at the same hotel as the German 


Ambassador. The latter had sought opportunities to 


have a number of long conversations with him. It was 


of course conceivable that Dr. von Dirksen was not 


acquainted with Herr Hitler's plans, but he (the Lord 


Chancellor) was satisfied that Dr. von Dirksen was 


quite convinced in his own mind that there was no 


immediate trouble brewing, and that he personally was 


in favour of peace. 


The Lord Chancellor then referred to the 


suggestion that one of the matters which Herr Hitler 


was considering was the reduction of armaments. If 


this was the case, he thought it would be of considerable 


assistance to Herr Hitler if we said that we should be 


ready to consider reduction of armaments at some stage. 


The Lord Chancellor said that he had been much 


impressed by paragraph 17 of the Peace Plan of the 

x 


German Government of 31st March, 1936, and added that 


x
 see Cmd. 5175 




do 


thisparticular paragraph had not been answered in the 


despatch sent in reply thereto by the then Foreign 


Secretary on the 6th May, 1936? He suggested that a 


communication might be sent to the German Government to 


the effect that we had not considered this point at the 


time but would be prepared to consider it now. 


The Lord Chancellor added that no objection 


could be taken to some of the points made by Herr Hitler, 


e.g. the abandonment of incendiary and gas bombs. 


THE SECRETARY OF STATE FOR AIR thought that any 


offer by His Majesty's Government to consider disarmament 


at the present time would be much misunderstood, both in 


this country and by the world at large. 


Several members of the Cabinet referred to the 


fact that for some time past there had been a great deal 


of talk in the country very much on the general lines 


of the Foreign Secretary's statement. THE MINISTER OF 


TRANSPORT said that there was also much talk to the effect 


that Herr Hitler had in mind an advance in the East, with 


the object of splitting up Russia into a number of 


independent States. 


THE PRESIDENT OF THE BOARD OF TRADE said that, 


although he agreed that no immediate public statement should 


be made as to our attitude in the event of German agfesession 


against Holland, he assumed that this would not prevent 


the necessary preparations being made with the French and 


Belgian Governments. THE PRIME MINISTER agreed. 


Continuing, THE PRESIDENT OF THE BOARD OF TRADE 


said that it was significant that during the last fortnight 


most of the information received had tended in the same 


direction, namely, to increase the likelihood of some 


adventure in the West. He suggested that there was a good 


deal to be said for making some public statement as to our 


anxieties in the matter, thereby putting Herr Hitler en the 


D
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- defensiveo In view of the volume of rumours which were 


now current in the country, it could not be said that such 


a statement would impair public confidence. 


THE MINISTER PGR GO-ORDINATION OP DEFENCE said 


that the previous day he had seen the Chief of the Naval 


Staff and the Chief of the Air Steff. They had both put to 


him the point that, if the Government decided to act on 


the assumption that the information referred to in the 


Foreign Secretary's statement could not be ignored, then 


w6 should at once start taking certain precautionary 


measures. The Chief of the Naval Staff instanced working 


up quietly certain ships which were not now in commission. 


A good deal could be done at the outset without attracting 


any publicity. 


THE SECRETARY OF STATE FOR AIR said that, the . 


moment we started to take certain precautionary steps, it 


was inevitable that a larger number of persons should be 


informed of what was apprehended, and there would almost 


certainly be some leakage. He agreed with the Prime 


Minister in thinking that thex^e was little advantage to be 


gained by making an immediate statement as to our interest 


in the integrity of Holland. There was always the 


possibility that such a statement might be used by Herr 


Hitler to suggest to the German people that we were 


threatening them. 


THE CHANCELLOR OF THE DUCHY OF LANCASTER thought 


that what was immediately required was, not to make a 


public statement of our attitude, but rather to concentrate 


on the acceleration of our defence preparations,, While he 


was convinced that Herr Hitler intended to carry out some 


coup in the near future, he thought it was impossible to say 


for certain what the coup would be. He thought that Herr 


Hitler intended to keep us all guessing. 
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30 ) Conclusion 


THE SECRETARY OF STATS FOP HOME AFFAIRS 


referred to the need for -further Staff talks with 


the French'and Belgians. If the Chiefs of 


Staff took the view that we should intervene if 


Germany attacked Holland, then there should also 


"be Staff talks with the Dutch. 


THE SECRETLY OF STATE FOR AIR pointed out 


that, when it had been proposed that the Staff 


conversations with France should proceed on the 


basis of war against Germany and Italy in combina
tion, it had been pointed out that there was always 


the danger that if this were done, news of it would 


leak through to Italy. The result of this might 


be unfortunate. 


TIXG SECRETARY OF STATE FOR HOME AFFAIRS added 


that we must not ignore the possibilities of a direct
attack by Germany on Belgium or on France, and he 


thought that our contacts with the French and 


Belgian staffs should be made more definite. This 


matter had been discussed at the Committee of 


Imperial Defence on several occasions in recent 


months, but he thought that further action was 


still necessary to make these contacts more definite. 


It was agreed that this matter.should be further 


discussed by the Foreign Policy. Committee at its 


meeting to be held on the 26th January. / 


THE FIRST LORD OF THE! ADMIRALTY thought that 


it was desirable that we should know what action 


the Dutch themselves would propose to take in the 


event of invasion before definitely deciding upon 


our own action. He would not be at all surprised 


if a good deal of the information which had reached 


the Foreign Office through various sources had not 


been deliberately planted by Germany with, some 


ulterior object. 




THE CHANCELLOR OF THE EXCHE:IJER was not in favour of 


any immediate statement being made as to our attitude 


if Germany attacked Holland. 


THE SECRETARY OF STATE FOR DOMINION AFFAIRS AND 
FOR THE COLONIES was also opposed to any statement being 
made in the ver:/ near future. He thought that such 
a statement might not be acceptable to the Dutch, and 
that it would be wrong to make it without consulting., 
them. Pie asked whether there had been any recent 
contacts with the- Dutoh Ciovci i i iaivnl. 

THE SECRETARY OF STATE FOR FOREIGN AFFAIRS said 


that there had been no very recent contact with the 


Dutch Ambassador, though the Dutch Charge d'Affaires 


had been interviewed very recently. The Dutch were 


very secretive and in the past had been strongly opposed 


to any action which might tend to cast doubt upon their 


neutrality, or to indicate that any Powers were 


unlikely to respect their neutrality. For this reason 


they had opposed a suggestion that Germany should 


guarantee their neutrality. He hoped, however, that 


while the Cabinet r;ere opposed to an immediate statement 


as to our attitude in the event of Germany attcicklng 


Holland, they would not decide against such a statement 


of our intentions being made in any circumstances. He 


agreed that if and when such a statement was made, it 


would be necessary that we should have conversations 


with the Dutch as to the action which should be taken 


in defence of their country. 


The question of making some immediate approach 


to the Dutch Government had been considered by the 


Foreign Policy Committee. It had been felt, however, 


that if we made such an approach, the Dutch were likely 




ft0 


to ask what action we proposed to take ourselves, and 


it was desirable, therefore, that we should first reach 


some decision on this point. 


THE SECRETARY OP STATE FOR DOMINION AFFAIRS AND 


FOR THE COLONIES suggested that if an entirely informal 


approach was made to Dr. Colijn by our Minister at The 


Hague this objection would not perhaps apply. 


THE SECRETARY OF STATE FOR WAR, referring to the 


Conclusions of the Chiefs of Staff Report ( C P . 20(39)), 


said it was clear that the Chiefs of Staff felt some doubt 


whether in the present state of our defence preparations 


we were capable of any effective intervention. 


THE SECRETARY OF STATE FOR FOREIGN AFFAI&S said 


that, notwithstanding this, he felt that in the event of 


German aggression against Holland we should have actively 


to intervene. 


A general discussion then ensued in regard to the 


state of our defensive preparations as compared with the 


position last September, and to the steps which could be 


taken to accelerate production. The view generally 


expressed was that virtually all the action which could be 


taken to accelerate production over the next two or three 


months had already been taken, and that any extension of 


the range of our defensive preparations which it might now 


be necessary to consider could not affect the position in 


the immediate future. 


In this connection, THE SECRET--RY OF. ST. ..TE FOR AIR* 


in reply to a question by the Chancellor of the Duchy of 


Lancaster, said that it was doubtful whether the French 


would, in practice, attain the monthly figure of aircraft 


production which had been mentioned by the Freich Air ' 

Minister; it was, however, significant that the position in 




the Italian aircraft industry had recently deteriorated and 


that no efforts had been made by Italy to improve the 


position. He also suspected that a number of persons had 


been made unconscious instruments of German propaganda, and 


that many of the statements circulated as to the German 


aircraft industry were exaggerations. 


Reference was made to the time which would elapse 


before the Territorial Anti-Aircraft Divisions could be 


mobilised. 


THE SECRETARY OP STATE FOR WAR said that most of 


the guns and searchlights could be moved out in twelve 


hours. The position had recently been improved by 


additions to the Regular personnel attached to the Territorial 


Anti-Aircraft Divisions. In this connection THE MINISTER 


FOR CO-ORDINATION OF DEFENCE referred to the statement 


recorded in the Minutes of the 342nd Meeting of the Committee 


of Imperial Defence held on the 22nd December on the 


question whether Germany could launch a surprise air attack 


on this country. The Chief of the Air Staff wished to 


qualify somewhat the statement attributed to him in the 


minutes and he was submitting a statement on the point, 


The Cabinet agreed:
(l)	 That, while there was little scope 


for acceleration of the Defence 

Programmes over the next two or three 

months, it was important to take all 

practicable steps to put the Defence 

Services into a state of readiness to 

meet the contingency of a possible 

emergency in the near future, 


(2)	 To authorise the Foreign Policy Committee 

to sanction proposals submitted to them 

by the Service Ministers, under (l) 

above, without further reference to 

the Cabineto 




(3)	 That any decisions under (2) 

which may affect the Ministers 

in charge of the Civil Departments 

should he communicated direct to those 

Departments by the Foreign Policy 

Committee. 


(4)	 That the question whether 


(a)	 the scope of Staff Conversations 

with the French and Belgian 

Governments should he extended, and 


(b)	 Staff Conversations with the Dutch 

Government should be initiated, 


should be considered by the Foreign 

Policy Committee on the 26th January, 1939. 


( 5 )	 To invite the Foreign Policy Committee to 
consider, in the light of the further 

^ Report to be submitted by the Chiefs of 
fCF-$fal')S".	 Staff, our attitude in the event of a 

German invasion of Holland, and to report 
thereon to the Cabinet; and that for the 
time being no public statement should be 
made as to our attitude in the event of a 
German invasion of Holland. 

(6)	 That for the purpose of these discussions 

the Service Ministers and the Chiefs of 

Staff should be invited to attend meetings 

of the Foreign Policy Committee on the 

26th January, 1939. 
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STATEMENT BY THE SECRETARY OF STATE FOR FOREIGN 

AFFAIRS TO THE CABINET. 


GERMANY. 


At the outset I would like to say that, however 


disturbing the possibilities may be, there is no ground 


for extreme pessimism, or for a belief that we shall, in 


the near future, inevitably be the victims of a German 


attack. While they would certainly welcome an easy victory,' 


the German people as a whole do not want a prolonged war, 


for which (apart from war in the air) they are still very 


largely unprepared. There are, in fact, even now many 


forces militating against the "will to war" of certain 


elements in the Dictator countries; and it may well be that, 


in one way or another, those forces will prevail. At the 


same time for the following reasons there are grounds for 


serious concern. 


There are periods in which our information about 


Germany from every source seems to point in a certain 


direction. Such a period was the three months that 


preceded the Munich settlement. The exact extent to which 


Herr Hitler was bluffing during that period will probably 


never be known; but all reports indicated that he definitely 


intended to bring the Czech crisis to a head before the end 


of September. Some little time after Munich, there began 


to appear a curious unanimity in the reports, which may be 


resumed as follows:

(1) Herr Hitler had been at once encouraged and 


infuriated by the Four Power settlement: encouraged 


because he had after all absorbed the Sudetenland and 


gained a great strategical advantage; infuriated because 




he had to forego his "quick war" against an isolated 


Czechoslovakia with all the glory and increase in 


prestige which would have come from such a victory. 


We know for a fact, for instance, that his original 


intention was to occupy Prague and draw a "strategic 


frontier" across Moravia. 


(2) His exasperation had tended to focus itself on 


the Prime Minister in particular and on Great Britain in 


general. In regard to the prime Minister (who had 


committed the unpardonable crime of having stolen some 


of the Puhrer's popularity in Germany) he was reported 


as constantly making depreciatory remarks. As for 


England, she was both decadent and the arch-enemy. 


He was reported as saying on 9th November, 1938: 


"Conditions are all against an Anglo-German understanding;! 


If Foreign Powers will not meet German demands, then 


Germany will take for herself what she cannot get by 


negotiation." About the same time Herr von Ribbentrop 


remarked: "If no agreement with England can be reached, 


he (the Fiihrer) is determined not to shrink from war in 


order to destroy her." The desire at once to counter 


Mr. Chamberlain's popularity in Germany and to make an 


Anglo-German understanding almost impossible was probably 


one of the principal reasons for the persecution of the 


Jews. 


(3) Herr Hitler's exasperation was fanned by the 


steadily worsening economic situation in Germany during 


the last quarter of 1938, notably in regard to 


increasing difficulties in obtaining raw materials, both 


for armaments and for other purposes. There is no doubt 


that after Munich all his expert advisers told him that, 


from the economic point of view, he should consolidate 


I 



the position and curtail his public works and 


armaments expenditure. 


(4) For this reason, if for no other, it seemed 


likely that the Fuhrer, if he failed to listen to his 


experts' advice, with all the effects on Germany's 


relative military strength which the adoption of such 


advice would entail, would be forced, during 1939, to 


"explode" in some direction. The objects of such an 


"explosion" would be to distract attention from the 


failure of his system to work in time of peace;" to provide! 


an excuse for suppressing the German "Moderates"; and no 


doubt also - perhaps mainly - to secure by physical force 


the vast supplies of raw materials which Nazi Germany 


could no longer procure by legitimate methods of trade. 


(5) Nevertheless,, until towards the end of the year 


(with the exception of one report from a slightly suspect 


source that Herr Hitler had said in November "What do I 


need colonies for when in a year's time Belgium and 


Holland will be mine, and shortly afterwards England?") 


there was no evidence that such an"explosion" would occur 


elsewhere than in the East. Colour was lent to this 


latter theory by the vigour with which the Nazis seemed to 


be championing the cause of Ukrainian independence; by the 


obvious nervousness of the Poles, who even made approaches 


to Soviet Russia; and by the fact that it would be more 


logical, and more in accordance with the principles of 


"Mein Kampf" for the Nazis first to exploit the East and 


then turn, reinforced, upon the West. 


Unfortunately, towards the end of the year, and 


during the present month, we began to receive reports 


that the minds of the rulers of Germany were moving in a 


different, and for us a more sinister, direction. Thus, 




shortly before Christmas we heard that, according to a 


prominent young Nazi leader, the Fuhrer had declared at a 


recent meeting of minor leaders at Munich that "These 


English, arrogant apes that they are, think that they can 


rule the world for ever with 15 battleships. They won't, 


however. Our Air Force, and the German and Italian U. 


Boats will take care of that." If an understanding "on 


our terms" (continued our informant) did not come one day, 


the Fuhrer would arrange for a general crisis in which 


Germany, Italy and Japan would simultaneously play their 


parts and produce a triple edition of the Czech crisis. 


"Under certain circumstances, that should come about the 


end of January or in February, and then you will see how 


Chamberlain and Daladier will again fly to Berchtesgaden, 


to the accompaniment of a laughable howl from their Left 


Press." 


Some colour is given to this by the fact that 


only two days ago we received information from an 


absolutely certain source to the effect that Germany at 


the end of December was pressing for the conversion of the 


anti-Comintern Pact into a Pact of which the signatories 


would guarantee military assistance to any of them who was 


the subject of unprovoked attack by a third Power. It is 


reported that Italy has agreed to this. Japan is still 


considering the matter, and Germany is pressing her for 


a decision, as it is hoped to announce the new Pact in 


the speech which Herr Hitler may make on January 30th. 


A little later a most reliable source (uncon
scious that his remarks would be repeated) said that 


everybody in the inner circles of the Party was convinced 


that there would be a war, at the earliest in March, at 


the latest in April. The reason for this belief was 


because the Fuhrer was thought to be influenced to an 




increasing extent "by what is called "S. S. Tactic" . i.e. , 

"by the notions of Hirartiler and Ribbentrop. Briefly 


expressed this conception is "Simply get on with it". 


Being interpreted this, according to our informant, amounts' 


to a simultaneous attack in the East and against the 


Y/estern Powers. Even if England acquiesced in Germany's 


Eastern action she would, according to this theory, still 


be attacked. 


About the middle of December we received 


information from a highly placed German that a plan for a 


completely surprise air attack on London was being studied. 


We have, however, nothing to show that Herr Hitler 


has definitely .adopted this plan. 


A further report has come in during the last ten 


days from a very high German source which has always 


proved reliable in the past. According to this report 


about January 12th not only Dr. Schacht, but also the 


Finance Minister, Count von Krosigk, sent memoranda to 


Herr Hitler describing the internal situation as 


desperate and saying that there were only tv/o possible 


remedies: (l) a drastic cutting down of public 


expenditure, and (2) a large increase in taxation. Further
more, the technical Head of the Ministry of Economics made 


at about the same time a confidential speech to a 


hundred industrialists which was full of open criticism 


of the present state of affairs. Herr Brinkmann 


expressed the view that the budget would have to be 


cut down by six billion marks. The lack of raw material 


was so great that in a few weeks there wo\ild be a 


breakdown in Germany. "The plunder of Austria was exhausted! 


and the last loan had been largely uncovered in spite of 


the heaviest financial pressure. Herr Brinkmann said that 




all this was the first sign of coming catastrophe and 


like Dr. Schacht and Count von Krosigk he urged the 


strictest control not only of State "but also of Party 


expenditure. To all these criticisms Herr Hitler had in 


substance replied: "Very well. All this means that the 


"vital decision must come at once, and it is coming at 

prominent officers that it was not only a question of 


"once." He then added to a gathering of/conquest, hut of 


the destruction of Christianity (which was only another 


form of Judaism) and the foundation of a new philosophy 


which would destroy the Democracies and rule the world. 


At the conclusion of this address some of the officers 


present thought him madder than ever. It seems, however, 


that the General Staff has now "been instructed to 


furnish the Ftlhrer by the 15th February with plans for 


(l) an attack on the East; and (2) a combined attack 


on Holland and Switzerland, which would involve 


simultaneous action against England and France. Some 


of those who have received these instructions believe 


that the attack on the East is bluff and that the 


real attack is to be on the West. Tn any case Herr 


Hitler seems to be relying on the advice of Ribbentrop 


more than on that of anybody else and Ribbentrop 


is alleged to be dominated by his hatred of England. 


At the end of the Munich Conference, for instance, 


he is reliably reported to have said: "Gentlemen, 


the obituary notice of England is on the table." 


It is perhaps worth while mentioning at this 


point that at the beginning of January we received from 


quite another source a report that in view of the 


financial position Herr Hitler intended to order 
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mobilisation about the middle of February on the Dutch 


and Swiss frontiers. His intention was to terrorise the 


western countries with threats, and, if necessary, by 


invading Holland and perhaps part of Switzerland and 


holding them as a pledge until his demands were met in 


full. These demands would include measures to solve 


Germany's financial problem. We also know that the 


French and Belgian General Staffs have both received 


information of a German plan of campaign to seize 


Holland, at all events north of the Rhine, with a view to 


obtaining a base for submarine warfare against Great 


Britain. Both the French and Belgian General Staffs 


believe that a plan to the effect has recently been studied!! 


at Aachen by the German General Staff, and I also under
stand that General Gamelin spoke on these lines to the 


Secretary of State for War in Paris on the 21st January 


and added that there were already German concentrations 


on the Dutch frontier. -


Finally, a certain confirmation of pessimistic 


rumours may well be found in the dismissal of Dr. Schacht, 


and the exile of Captain Weidemann.-7 There is also the 


strong rumour that, in his recent talk with Colonel Beck, 


Herr Hitler endeavoured to buy Poland's neutrality by 


promising her a share of Germany's colonial spoils. 


I conclude my summary of these disturbing 


reports on the same note as I began it. We have very 


definite indications that Herr Hitler may be contemplating 


an attack on the West during the coming spring, and 


possibly as early as the second part of February; but 


we have no proof that the Fuhrer has definitely committed 


himself to such action. All that can be said with 


practical certainty is that an "explosion" of Germany is 




likely to come in the comparatively near future and that 


it is necessary for us to take immediate measures to 


guard against the possibility of its being directed against 


us. 


At the Foreign Policy Committee of the Cabinet 


it was then decided that, apart from accelerating to 


the utmost our defensive and counter-offensive 


preparations, there were certain other measures that 


might be considered. 


In the first place it was decided that we should 


take the President of the United States fully into our 


confidence, telling him of our apprehensions and of such 


measures as we are able to take to avert or counter 


aggressive action by Germany. 


A telegram with this object has already been 


sent to Washington. The Secretary of State then read 


extracts from the despatch, a copy of which is attached. 


A similar communication is of course also being 


made to the Dominion Prime Ministers. 


The Committee at the same time approved proposals 


for action in the realm of propaganda, with a view to 


bringing home to the population of Germany the 


wantonness and folly of any aggressive move on the part 


of their Government. Progress is being made with these 

plans which cover a variety of different methods of 


approach. 


Ore of the possible lines of action on which Herr 


Hitler might decide - an invasion of Holland - of course 


raises a political question of the first magnitude:
is the integrity of the Netherlands a vital interest of 


this country, and should such an invasion be held to be 


for us a casus belli? The Chiefs of Staff have 


prepared a paper on this point, on which I hope the Cabinet!! 
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may be able to reach, an early decision. 


It will probably be necessary for us to 


communicate that decision to the United States Government, 


with whom we should keeo in constant touch. 

-


In the light of that decision, we shall have to 


consider what communication we.should make to the French, 


Belgian and Dutch Governments. 


We shall have to consider in the event of our 


' deciding that we should have to intervene on an 


invasion of Holland, whether or not it would be desirable 


to give some public hint or statement to that effect 


on the lines of the statement made by the Chancellor of 


the Exchequer in regard to Belgium in July, 1932. 


Pending a decision on the major point, we are doing 


what we can, but further action, which should not be 


delayed, if possible, for more than days, is dependent 


on that decision, and I therefore very much hope that we 


can arrive at it without loss of time. 




(PAIN. 


efugees. 


Previous 

Reference: 

Cabinet 1 
IP) Oon
e l u s i o n 

f r^' 3^" 3^


2. THE SECRETARY OP STATE FOR FOREIGN AFFAIRS said 


that it would shortly he necessary to bring before the 


Cabinet our position vis-a-vis non-intervention.. The 


only matter of immediate importance concerned the supply of 


food to refugees. Up to now we had, on two occasions, 


subscribed £10,000 to the International Commission. As 


 aerainst this, the sums given or promised by other foreign 


countries were as follows:-


Sweden * * - . * - £50,000 


United States of America, 

contributions in kind 

valued at . o £60,000 a month (for 


a the next 

6 months). 


Belgium ... -.- £15,000. 


Norway and Denmark each £10,000. 


Considerable pressure would be brought to bear on the 


Foreign Office for a further contribution by His Majesty's 


Government, and the Chancellor of the Exchequer had said 


that he was willing to agree to a further contribution of 


£20,000. His own view was that these demands would continue 


to be made upon us, and that we should have to meet them. 


THE CHANCELLOR OF THE EXCHEQUER did not dissent 


from the view expressed by the Foreign Secretary, except 


that his understanding of the matter was that the sums 


mentioned by the Foreign Secretary represented in large part 


not contributions made, but contributions promised. 


In re-ply to the Prime Minister, who asked whether 


there was any risk that these contributions would relieve 


General France from the obligations which would normally 


fall on the authority responsible for the administration of 


a conquered territory, THE FOREIGN SECRETARY said that he 


thought that the help now proposed was justified, not only 




on merits, "but on the ground, that it would he welcomed 


"by both parties. 


THE FIRST LORD OP THE ADMIRALTY read a telegram 


despatched at midnight from H.M.S. DEVONSHIRE according 


to which the fall of Barcelona was imminent and that the 


seat of Government was being moved to Gerona. 


It was explained that although the Commission 


started by dealing only with Child Refugees its scope had 


inevitably been extended to refugees generally. 


The Cabinet approved the proposed 

further contribution of £20,000 

to the International Commission for 

the Assistance of Child Refugees in 

Spain. 




3. THE SECRETARY OR STATE FOR FOREIGN AFFAIRS 


reminded his colleagues that at the previous Meeting, 


the Prime Minister, the Chancellor of the Exchequer 


and he had "been authorised to settle the terms 


of the communication to he addressed to the United 


States Government, informing them that we were 


considering further the question of financial 


assistance to China, and asking for some further 


indication of their parallel action. This telegram 


had been despatched but no reply had yet been received. 


In the meanwhile the Central Executive 


Committee of the China Government, and General Chiang
Kai-Shek, had pressed urgently for a reply to their 


request to us on this matter, which had first been 


put forward in November last. Hitherto the only . 

assistance that we had accorded to the Chinese 


Government had been a promise to make available a 


credit of £500,000 for lorries when the Export Credits 


Bill passed into law. 


The Secretary of State for Foreign Affairs 


proposed that our Ambassador in China should be 


authorised to tell General Chiang-Kai-Shek (a) that 


when the Export Credits Bill passed into law we hoped 


to allot a further credit to China, and (b) that.we 


were also considering the question of a Currency Loan, 


but that our position in this matter had been made 


much more difficult by the attitude of the Chinese 


Government in regard to the Customs Loans. In this 


connection he added that we had already requested the 


Chinese Government to implement the arrangement of the 


2nd May and that they had informed him that they 


hoped to be able to meet us on this point. 


The Cabinet approved the action proposed to 

be taken by the Secretary of State for 

Foreign Affairs in regard to the question 

of financial assistance to China. 
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SPEECHES BY 4. THE PRIME MINISTER said that at the present 

MINISTERS ON 

FOREIGN time, when public attention was focussed on foreign 

AFFAIRS. 


affairs, it was clear that Ministers would find it 


necessary to make some references to foreign affairs 

(Previous 

Reference:  i  the speeches which they delivered in the country. 

Cabinet 42 n


(36), Con- jj  asked his colleagues, if they proposed to include 

elusion 12. ) e


in their speeches statements on foreign affairs, 


F?. 15"(24)h-  submit the text of what they desired to say to the t o


Foreign Office in advance. 

The Cabinet agreed that this procedure 


should be adopted, and also that the 

Members of the Cabinet should bring 

this conclusion to the notice of their 

respective Parliamentary Under Secretaries. 


(The Secretary was instructed to inform other 

Ministers of the decision.) 




PALESTINE. 


The Military-

Situation. 


(Previous 

Reference: 

Cabinet 1 

(39), Con
clusion 4 ) . 


Invitations 

to the 

London 

Conference. 


5. THE SECRETARY OP STATE FOR THE COLONIES 


said that he had now circulated a lengthy Memorandum 


dealing with our policy in Palestine. But this 


paper would he considered by the Palestine Committee 


before being discussed by the full Cabinet. 


The military situation in Palestine was 


unchanged. The Chief of the Imperial General Staff 


would be visiting that country during his tour of 


the Middle East and would be able, on his return, to 


submit a report of General Haining's views. 


The Mufti had at last agreed to two members 


of the Nashashibi^being included in the Delegation 


of Palestine Arabs. This represented a considerable 


success. It subsequently appeared, however, that of the 

VA.^r Hts^. 

-two persons 3a*/had nominated one man was seriously ill, 


and the other had left the Nashashibi Party and joined 


the Mufti's faction some months ago. This was most 


unfortunate. Instructions had been sent to 


Sir Miles Lampson to get into direct touch with 


Ragheb Nashashibi and ask him to nominate two people 


to represent his Party. It was hoped that a solution 


might be arrived at on these lines. 


The Secretary of State, however, was afraid 


that difficulties would arise^ It would then be 


necessary to settle whether to drop the idea of 


separate representation of the. Nashashibi Defence 


Par"ty or to obtain a DGpai"ato Delegation representing 


that Party. He thought that it would probably be 


necessary to adopt the latter course, since the 


Defence Party were now growing in influence and it 


was important that we should not give the impression 


that we had failed to support them. 


The Cabinet took note of this statement. 




She G O V E R N M E N T 6. The Cabinet had before them a Memorandum by 


5^DlA A C T *
,2g3 - the Secretary of State for India ( C P . 9 (39)) 


recalling that at the Meeting mentioned in the 


Jill to amend. g i   colleagues had approved in principle the 
m a r  n


si
; 


jsPrevious introduction early this year of a Bill to amend 
feference: * 
Conclusion 6^)' i  n certain essential and urgent particulars the 

, i Government of India Act, 1935. Since that Meeting 

., is (uf^O'. the Government of India, who had recently devoted 

attention to the legislative and other measures which 

would be required in India in the event of war, had 

pressed very strongly the need for further amendment 

of the Act in respect of (i) the powers of the 

Central Government to control, direct and co-ordinate 

the actions of Provincial Governments and action 

in the Provinces generally; (ii) Customs; and 

certain other minor matters. The Secretary of 

State attached to his Memorandum a draft new 

Section (126A) to deal with (i) above. 

After the Secretary of State for India had 

explained the proposals set out in. the Memorandum, 

THE SECRETARY OP STATE FOR HOME AFFAIRS said that 

he was somewhat surprised at the request of the 

Government of India to introduce legislation forth

with, dealing with the powers of the Central 

Government in emergency. We had been faced with 

much the same issue in this country, and we had 

decided that it was better not to introduce 

emergency legislation in peace-time, for fear that 

Parliament might restrict the emergency powers 

which were regarded as essential in time of war. 



THE SECRETARY OP STATE POR INDIA replied that 


the Government of India felt that if there was to 


be trouble with the Provincial Governments, they 


would rather have the trouble now than on the 


outbreak of war. Further, the Government of India 


said that they were unable to make adequate 


preparations without the oo-operation of the 


Provincial Governments. It was therefore essential 


to let the Provincial Governments know what the 


position would be in time of war. He added that 


the proposal.had the approval of the Indian as 


well as the British members of the Viceroy's 


Council. 


THE PRIME MINISTER said that although they 


might feel some misgiving in regard to the 


Government of India's proposal, he thought that 


the Cabinet must accept it. 


The Cabinet agreed:-


To approve the course proposed by 

the Secretary of State for India 

in C P . 9 (39), 
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few CONSTRUCTION 

&0GRAMME, 1939. 


[evious 

Iference 5 

[binet 53 (38) 

Inclusion 2A. ) 


7. The Cabinet had under consideration a 


Memorandum by the First Lord of the Admiralty 


( C P . 14 (39)), proposing the following New 


Construction Programme for 1939:

2 Capital Ships 

1 Aircraft Carrier 

4 Cruisers 

16 Destroyers 

4 Submarines 


20 Fast Escort Vessels 

3 Escort Vessels (Normal Type) 


10 Minesweepers 

1 Fast Minelayer 

1 Motor Torpedo Boat Depot Ship 

2 River Gunboats 

1 Hospital Ship 


12 Motor Torpedo Boats 

2 Boom Defence Vessels 

1 Fleet Target Service Tug, and 


Miscellaneous Small Craft. 


The First Lord attached to his Memorandum a Table 


showing the financial effect of his proposals. 


THE FIRST LORD OF THE ADMIRALTY made a 


statement in explanation of the proposals. As 


regards Capital Ships, he had agreed to consult the 


Treasury before the second Capital Ship was laid down. 


It was seen from paragraph 3 that there was a case 


for laying down more Capital Ships, but at the 


moment it was impossible to build more. 


The second destroyer flotilla would not be 


laid down until later in the year. . It would consist 


of somewhat smaller ships and he hoped to save some 


£800,000 on the estimates. 


All the Commanders-in-Chief at the time of 


the September crisis had pressed for more small 


ships. He was satisfied that the number of 


destroyers now proposed was the minimum which could 


be justified. Of our 185 destroyers, 45 were twenty 


years old or more, and 18 others were nineteen years 


old. Destroyers became officially "over-age" at 


16 years old., 
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The two submarine minelayers would be similar to 


the "S" type and this would result in a saving of £200,000. 


It was proposed to lay down twenty fast escort 


vessels and three escort vessels of the normal type. The 


fast escort vessels were for work with the Fleet and fast 


convoys and had a limited range. Hitherto we had only 


built 30 of these vessels, and the Naval Staff were anxious 


for 60 or 70 ships of this type. The fast minelayer and 

defied *3/vJ/0 


the motor tftiPpa&a boa-^/represented new types of vessels. 


The latter would be employed for overhauling the motor 


torpedo boats and would, it was hoped, greatly improve the 


service given by these boats. 


The river gunboats were required for service in 


China to replace vessels twenty-two years old. 


The Chancellor had pressed him to make reductions, 


particularly in regard to the three escort vessels of the 


normal type. He would be reluctant to drop any of these 


vessels, but if strongly pressed, he would agree to drop 


one. He would also agree if necessary to drop four motor 


vessels, although these vessels were.very useful for use 


against submarines and aggressive tactics. 


THE CHANCELLOR CP THE EXCHEQUER said that he had 


gone into the programme carefully and done his best to meet 


the First Lord's difficulties. He had no comments to make 


as regards the larger vessels, although he felt bound to 


put on record that he did not accept the statement in the 


first sentence of paragraph 6 of the First Lord's 


Memorandum. On general grounds he felt somewhat disquieted 


that whereas new /types of vessels were added to the Fleet, 


the old types continued. Surely the introduction of new 


types should render possible countervailing economies 


elsewhere. He hoped that the First Lord would be able to 


effect a larger reduction than he had suggested. 




THE FIRST LORD OF THE ADMIRALTY referred to the 


proposal to build a new Royal Yacht to replace the 


Victoria and Albert. This matter had been submitted to 


the..Cabinet by his predecessor, and had been approved. 


It was proposed to lay down this vessel in the late 


summer. He hoped that the new vessel would have a 


considerably lower complement than the 380 complement of 


the Victoria and Albert but he was enquiring further into 


this matter. In thin connection he mentioned that it had 


been necessary to apend £60,000 on fitting up His Majesty'e 


Ship 'Repulse' for the Royal Visit to Canada, 


In the course of discussion, it was pointed out 


ttiat when this matter had previously been discussed, 


the importance had been emphasised of avoiding the 


possibility that the construction of the Yaoht might 


expose the King to criticism-, It was, perhaps, 


unfortunate that under present plans the ship would be 


laid down at a time when the serious financial position 


as a result of the growing expenditure on defence would 


be becoming generally known. On these grounds alone, 


it was suggested that it might perhaps be desirable 


to hold the proposal in abeyance for the time being. 


It was also explained that one reason which 


had been advanced in support of the proposal to build a 


new Royal Yacht was that it should be possible to effect 


a very considerable saving on the complement of the Yacht. 


THE FOREIGN SECRETARY also said that there would 


toe considerable public advantage if the King was in a 


position when, for example, cruising in the Royal Yacht 


in the Mediterranean, to pay calls at various Mediterranean 


ports. This view met with general concurrence. 


The Cabinet were also reminded that the Yacht 


could in time of emergency be used as a hospital ship. 




The Cabinet approved the New Construction 

Programme for 1939, as set out by the First 

Lord of the Admiralty in his memorandum 

( C P . 14 (39)), subject to further discussion 

between the Prime Minister, the Chancellor 

of the Exchequer and the First Lord of the 

Admiralty of the points raised at the 

meeting. 




ARMOURED 

FIGHTING 

VEHICLES. 


Practice Range 

for. 


Report of 

Cabinet 

Committee. 


(Previous 

Reference 

Cabinet 54 

(38), Con
clusion 9 ) . 


8. The Cabinet had before them the following 


documents:-


A Memorandum by the Secretary of State 

for War ( C P . 244 (38)) asking for 

authority to purchase land at Linney 

Head, Pembrokeshire, for the con
struction of a practice range for 

armoured fighting vehicles: 


The Report of the Cabinet Committee 

( C P . 12 (39)) appointed at the 

Meeting mentioned in the margin to 

consider the above proposal. The 

conclusion reached by the Committee 

was that no other course was open to 

them than to recommend the Cabinet 

to approve the purchase of the Linney 

Head site. They suggested, however, that 

a statement should be incorporated in 

any public announcement to the effect 

that the decision in favour of the 

War Office proposal was only reached 

after exhaustive enquiry by the 

Government had shown that no alterna
tive site would meet the requirements 

of an armoured fighting vehicles range; 

and, further, that urgent defence needs 

were the paramount consideration which 

made it necessary in this case to over
ride agricultural and amenity considerations. 


THE MINISTER FOR CO-ORDINATION OF DEFENCE 


said that the Committee had examined the possibilities 


of 25 alternative sites  The only three sites which 
n


were not open to insuperable objections were 

(l) Linney Head. 

(2) Kirkbean. 


(3) A site on the Northumberland moors. 


The last named site, however, was very boggy, 


and would probably require metalled runs which would 


be very expensive. 


The Kirkbean site had much greater 


possibilities but the ground was regarded as 


unsuitable by the War Office and was not large enough 


to afford sufficient training facilities. Reluctantly, 


therefore, the Committee had come to the conclusion 


that, notwithstanding that the Kirkbean site was 


much cheaper, the Linney Head site should be chosen. 




In the course of discussion, it was pointed 


out that a larger area of land at Kirkbean might be 


obtained by extension to the west, but that the War 


Office objected to this western land because it was 


flat and would not provide adequate facilities 


for realistic practice. 


THE MINISTER OF HEALTH said that he had not 


been wholly convinced that, notwithstanding the fact 


that the Kirkbean site was definitely a second best 


from the War Office point of view, the War Office 


could not accept it as a reasonable site. 


THE SECRETARY OF STATE. FOR DOMINION AFFAIRS 


AND THE COLONIES asked whether it would not be possible 


to make alterations to the low lying land at Kirkbean 


in order to make the practice more realistic. 


THE SECRETARY OF STATE FOR INDIA again 


reminded his colleagues that the National Trust were 


very much interested in Linney Head and he was afraid 


that the occupation of this site by the War Office 


would result in an outcry. 


THE PRIME MINISTER pointed out that the 


information as to the possibility of extending the 


Kirkbean site did not appear to be altogether 


consistent with the statement in page 9 of the 


Report that Kirkbean only provided range accommodation 


for only one unit at a time. 


After further discussion, the PRIME 


MINISTER proposed and the Cabinet- agreed:
(l) That the Minister for Co-ordination 


of Defence, the Secretary of State for 

War and the Minister of Health should 

again examine the possibilities of the 

Kirkbean site, with particular reference 

to the question whether the extension 

of the area to the west could be made 

into a reasonably satisfactory range 

site for a second unit, steps being 

taken, if practicable, to effect 

improvements to the terrain: 




(2) That the Report of these three Ministers 

should he submitted to the Prime Minister 

who should be authorised to reach a 

decision on the matter without further 

reference to the Cabinet. 
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WAR RISKS. 9. The Cabinet had under consideration a 


Memorandum hy the Chancellor of the Exchequer (CP.17 

Compensation 

and Insurance.(39)) on the subject of War Risks (Compensation and 


(Previous Insurance), on which it would be necessary to make 

Reference: 

Cabinet 59 a full statement regarding the Government's plans 

(38), Con
clusion 9.) as soon as the House re-assembled. The Chancellor 


outlined in his Memorandum a comprehensive scheme 


for dealing with damage to essential goods, and 


submitted the following proposals for the approval of 


the Cabinet:
(a) That the Government scheme for insuring 


stocks against air raid risks should be 

applied to essential commodities alone 

(Paragraph 11). 


(b) That this insurance should extend as far 

as stocks in the hands of merchants, but 

not to stocks in the hands of retailers 

(paragraph 12). 


(c) That on balance the scheme should be, compulsory; 

1. e. , that essential stocks held during the 

war must come under the Government 

scheme (Paragraphs 14 and 16). 


On the question of compensation for personal 


injuries of civilians caused by-enemy action, and 


compensation for damage to property, while the 


Chancellor agreed that the proposed announcement 


should be in general terms, he thought it would be 


difficult to refuse to give details .of the scope of 


the scheme, and the classes of civilians to whom it 


would apply, but that the scale of compensation to. 


be granted to civilians should be kept secret. 


Attached as Appendix II to the Chancellor's 


Memorandum was a short statement, suitable for 


inclusion in the comprehenisve announcement to be made 


in Parliament, on the scheme for re-insuring against 


King's Enemy risks (a).United Kingdom ships, and 


(b) cargoes consigned to and from the United Kingdom. 
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THE CHANCELLOR OP THE EXCHEQUER circulated to the 


Cabinet a copy of the draft statement on this matter whioh 
had been prepared. This statement is appended to the Minutes 


as an Append la. The Cabinet went through the draft 


statement paragraph by paragraph. 


The main point on which discussion turned was 


the exclusion from the scheme of insurance of essential 


stocks in the hands of retailers. It was suggested by 


the SECRETARY OP STATE POR AIR that it might be argued 


that the exclusion of retailers would hit the very people 


who were least in a position to bear losses resulting 


from air attack. As against this it was pointed out that 


the whole object of the scheme was to ensure that the flow 


of goods into the country was not stopped as a result of 


the absence of any scheme for insurance of stocks in the 


hands of e.$. importers and manufacturers. 


THE CHANCELLOR OP THE EXCHEQUER pointed out that 


it was necessary to work the scheme through Insurance 


Companies, and the Insurance Companies had said that they 


could not administer the scheme if it included retailers. 


THE LORD PRIVY SEAL said that, as he understood 


the matter, the scheme of compensation for property 


mentioned on page 2 of the draft statement was not confined 


to houses and would cover stocks in the.hands of retailers. 


THE CHANCELLOR OF THE EXCHEQUER agreed that this 


was so, and it was suggested that certain passages in the 


draft statement would require amendment to meet this point. 


In this connection the LORD PRIVY SEAL referred 


to the sentence on page 4 - "an equally vital problem is 


that of stock-in-trade'1. 


Reference was made to the fact that compensation 


for property generally would not be payable until the 


termination of hostilities. THE MINISTER OF HEALTH 




suggested that it would be necessary to make clear that some 


interim payment might he found necessary in respect of the 


destruction by air bombardment of stocks in the hands of 


retailers, in order to keep trade moving. 


THE PRESIDENT OP THE BOARD OP TRADE said that it 


would be necessary to add a paragraph on page 2 dealing with 


the position of merchant seamen. This was agreed to. 


The President also referred to the position of 


insurance of cargoes. At the time of the September crisis 


the war risks policies in respect of cargoes, which were 


terminable at forty-eight hours' notice, had been determined 


and the underwriters had quoted ever rising rates. In the 


end, these rates were virtually prohibitive and brought trade 


almost to a standstill. If another emergency arose the 


President thought that it would be essential to get into toujh 


at once with the underwriters, and to discuss the matter with 


them on the assumption that the scheme for war risks insurance 


would receive Parliamentary authority later. 


The President of the Board of Trade asked that if 


such a situation arose he might be authorised to approach 


the Prime Minister and the Chancellor of the Exchequer and, 


subject to their approval, to proceed accordingly0 


THE PRIME MINISTER said that he thought it war 


clearly necessary that the President should have this authority 


from the Cabinet. 


The Cabinet agreed; 


(l)	 To approve the proposals (a), (b) and (c) 

in paragraph 18 of C P . 17 (59) 'Set out 

above, subject to the settlement of 

outstanding points between the Chancellor 

of the Exchequer, the President of the 

Board of Trade, the Secretary of State for 

Air and tne Minister of Healths 


(2)	 That, if an emergency appears to be 

imminent, the President of the Board of 

Trade should be authorised, subject to the 

approval of the Prime Minister and the 

Chancellor of the Exchequer, to take the 

necessary steps to bring into operation a 

scheme for the insurance of cargoes against 

war risks, on the lines of the scheme 

contemplated in the draft legislation, on 

the assumption that the necessary iegislat&ire 

authority would be obtained later, 
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I0o The Cabinet had before them the Report of the 

Committee on the Official Secrets Acts (CP.-IS (39)), 


which had been appointed at the Ileeting mentioned in 


the margin to consider the Question what, if any, CM 


amendments of the Official Secrets Acts should be 


recommended. The Committee had reached the conclusion 


that the exceptional powers of interrogation conferred 


by Section S of the Act of 1920 (on which recent 


criticism had been concentrated) could be modified with
out detriment to the interests of the State. They 


acc ordingly recommended:

(a) That the draft Bill appended to the 

Report should be approved by the 

Cabinet in principle and referred to 

the Home Affairs Committee for exam
ination with a view to its introduction 

in the House of Commons as soon as 

possible: 


(b) That in answer to Mr. Dingle Poofs 

Question on the 1st February it should 

be stated that the Government have 

decided to introduce legislation to 

amend Section 6 of the Act of 1920 

and that a Bill for the purpose will 

be introduced at an early date. 


The Cabinet agreed to the above recommendations 

on the, understanding that the draft Bill 

should be further discussed when it had been 

approved by the Home Affairs Committee. 




LOCAL GOVSRN-

UIIIT SUPER
£-T1UATION. 


Proposed 

Amending 

Legislation. 


(Previous 

Reference: 
Cabinet 19 

(57), Con
clusion 9.) 


13. 


11. The Cabinet had under consideration a Joint 
Memorandum by the Minister of Health and the 
Secretary of State for Scotland (CP.-10 (39)) seeking 
authority for the preparation and introduction of a 
short Bill, which should reach the Statute-Book by the 
1st April next, making three minor amendments in the . j 

Local Government Superannuation Act, 1937, and. one in 
the corresponding Scottish J-ct, in regard to 

(a) reciprocal arrangements between 

England and Scotland; 


(b) service in Institutions for Mental 

Defectives; and 


(c) employees of the London Passenger 

Transport Board. 


In their Memorandum the Ministers stated that the Bill 


would not be suitable for introduction in the House 


of Lords. 


The Cabinet approved the preparation and 

introduction of a Bill on the lines 

proposed. 




DEER AND GROUND 

GAilS (SCOTLAND) 

BILL. 


(Previous 

Reference: 

Cabinet 2 

(38), Con
clusion 8.) 


12. The Cabinet had before them a Memorandum 


"by the Secretary of State for Scotland (CP. -11 (39)) 


seeking the authority of his colleagues for the 


submission, to the Committee of Home Affairs of a 


Deer and Ground Game (Scotland) Bill. After 


explaining the provisions of the proposed Bill, the 


Secretary of State suggested that it would be 


advantageous to introduce it in the House of Lords. 


The Cabinet approved the submission of this Bill 

to the Home Affairs Committee. 


Richmond Terrace, S.W.I., 


25th January, 1939, 




Mr. Speaker, I take this opportunity with 


your permission and with the leave of the House, to 


state the conclusions reached toy the Government on 


the subject of compensation from public funds in 


respect of loss or injury caused to persons or 


property in this country arising from enemy action, 


such as "bombardment from the air or from the sea, or 


from counter-action taken against any such attacks. 


The general principle which the Government think 


should be applied is that such loss or injury ought 


not to be treated as merely the concern of those who 


directly suffer it, but must be regarded as falling 


upon the community as a whole and consequently as 


constituting a proper subject for compensation from 


public funds. In other words, the loss ought not to 


be left to lie where it happens to fall, for the risk 


is one which affects us all alike, and the particular 


person or particular property which is struck is the 


casual victim of a general peril which the State is 


engaged in doing its utmost to resist and counteract. 


The Government have therefore had under 


consideration arrangements for giving compensation 


from public funds in respect of death or of injury 


involving serious disablement caused by air raids or 


other warlike action. A scheme is being worked out 


to cover casualties to civilians, its purport being 


that, in addition to persons enrolled as 


volunteers in air raid or other such services who 


might be injured or killed while on duty, the scheme 




would apply to casualties among civilians wholly or 


mainly dependent for their livelihood upon their 


employment or occupation. Provision will also have 


to he made in the scheme for other cases where need 


arises. 


The rate of compensation for persons 


injured or for dependent widows or children of persons 


killed would, broadly speaking, be calculated by 


reference to the standard rate of compensation and 


to the conditions applicable to the private soldier 


recruited for service in connection with the same 


hostilities. 


As regards the various types of private 


property - houses, furniture, factories, stock in 


trade, etc., the problem presents many grave complica
tions. The suggestion has been made that the 


Government might institute an insurance scheme, 


collecting premiums from owners and undertaking to 


pay in full for any subsequent damage whatever may be 


its extent. This proposal has been exhaustively 


examined, and the insuperable difficulty is that no 


possible basis for an actuarial calculation exists. 


If the total damage was slight, then no doubt the 


compulsory exaction of a substantial premium from 


every owner of private property in the country at 


regular intervals might over a,/prolonged period build 


up a sufficient fund, though the management of such a 


fund v/ould present difficulties of its own. But, 


equally, if the damage was heavy and prolonged, the 


fund so built up might be wholly inadequate, and to 


avoid this risk as far as possible premiums might have 


to be raised to a figure not generally acceptable and 




not suitable for compulsory and universal collection. 


It is these considerations, no doubt, which have led 


the insurance companies to decline this class of 


insurance, for the risk is not in fact an insurable 


proposition. The Government, therefore, cannot 


contemplate a scheme which would commit the community 


to so vague and indeterminate a liability. That 


does not mean in the least that individual properties 


which suffer ought to be left to bear the loss 


unaided, but that the compensation should be on the 


highest scale compatible with the circumstances of 


the country after and not before a conflict. When 


the extent of the damage to property in private 


ownership is known, such contribution will be made 


from public funds as the circumstances make possible, 


in accordance with a scale which would at any rate 


pay in full up to a certain limit of loss and there
after would be graded. Although compensation cannot 


be made available until the total losses are known at 


the end of such a conflict, it would be necessary to 


assess damage as soon as possible after it occurred 


in each case, and a scheme has been drawn up for this 


purpose which can be put into operation immediately it 


is - required. 


There will be a compensation board presided 


over by one of His Majesty's Judges and the 


collection .of claims and recording of damage will be 


in the hands of the Valuation Department of the Inland 


Revenue as a nucleus with additional professional 


assistance. The Government appreciate that in the 


absence of formal insurance various questions 


affecting the relations between freeholders, lease
holders and other persons interested in property must 
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be specially dealt with. These problems have 


been examined by a Committee appointed by the 


Lord Chancellor, the report of which will be 


published immediately. 


I have dealt so far with private property 


in general but I must now mention certain 


particular problems. The necessary deferment of 


compensation until the end of the emergency would 


in the absence of special steps resxilt in the 


holding up of necessary repairs to essential 


property which has been damaged. Accordingly a 
plan has been worked out for the emergency 


reconstruction of essential property including 


where necessary housing accommodation. 


An equally vital problem is that of stock 


in trade. That is quantitatively a very much 


smaller problem than that of property in general 


but from the point of view of the community as a 


whole it is vital to secure the. continued flow of 


necessary supplies to this country upon which our 


existence during the emergency would largely depend. 


Such imports are financed on the basis that they 


will be disposed of in due course after being 


brought here. If they are destroyed by enemy 


action the private finance to import other goods in 


their place may not be available. 


Our plans in this connection are two-fold. 


In the first place we shall shortly announce a 


comprehensive scheme for marine war risks. The 


principle of the scheme is that firms customarily 


offering insurance of such risks will form a pool 


and the pool will be able to reinsure King's Enemy 




risks with the Government. This scheme is designed 


to operate with the necessary adjustments, in time 


of war; hut also to operate in time of peace, with 


the special object that by giving complete cover to 


all engaged in trade there should be no check to 


the flow of goods into and out of the country 


during any period of anxiety or emergency. The 


scheme will be extended so as to cover not only 


goods on ship but goods between ship and warehouse. 


As regards essential stocks on land we have 


found it practicable to devise an insurance plan. 


This will cover all goods which in the opinion of 


the Board of Trade are essential to the life of the 


community during war including the maintenance of 


the export trade. The scheme will be worked through 


the fire insurance companies including Lloyds. As 


the owners of such goods will receive compensation 


in full immediately, a premium will be charged, in 


war. There will be no premium in peace, but it 


will be necessary for the persons concerned to 


register at a nominal fee sufficient to cover 


expenses with, their insurer and t-hey will be allowed 


to ask for endorsements of their policies as required 


from time to time. In war the scheme would be 


compulsory and the foe for delayed registration would 


be increased. This scheme will cover all goods of 


the class I have mentioned whether they are raw 


materials, commodities or in course of manufacture 


and the scheme applies to importers, manufacturers 


and merchants but not to goods in the hands of 


retailers or of course goods held by consumers. 
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THE INTER-

NATIONAL 

SITUATION. 


Review-. 


(previous 

Reference: 

Cabinet 

2(39). 

Conclusion l) 


Herr Hitler's 

Speech. 


JL U JL 


said that he would like to give the Cabinet a general 


review of recent events. His colleagues would see that 


on the previous day (31st January) President Roosevelt 


had given evidence before the Military Affairs 


Committee of the Senate and that he had been reported 


in the newspapers to have said that the United States 


were prepared to give the Democracies, in any conflict 


with the Dictatorships, every possible assistance short 


of declaring war and sending American troops to 


Europe. 


He would like to make one or two comments on 


Herr Hitler's speectu It was noticeable that the 


speech delivered differed in a number of respects 


from the forecasts which had so confidently been made; 


e.g., that he would make a demand for the return of 


colonies; or would call for a cessation of our re

armament programme; or that he would announce Germany's 


intention to support Italian claims against France. 


In his view an interesting feature of the speech was 


the amount of time which was devoted to economics.. ...t 


delivered by tho Fuhror-yfaho roforonoo to tho Cormani ̂  & 


eonnootion with Italy wan first renon 
rsported in the 


-following categorical forrn:

"It can serve the cause of peace only 

if it is quite clearly understood that 

any war waged against the Italy of 

to-day will  once it is launched and 
s


regardless of its motives, call 

Germany to the side of her friend." 


of Propaganda qualified this statemenjt-^bx issuing an 


official translation in jafeitflfHerr Hitler was represented, 


as having ̂ aidr-^Ehat Germany would be at Italy's side 


aaf^nny war of rival idoologioo. 




The Secretary of State for Foreign Affairs 


said that his general conclusion was that Herr 


Hitler's speech did not alter the situation very 


much. It would,, no doubt, make it rather more 


difficult for him to start on some adventure; but 


it justified no relaxation of our precautions. 


There were certain apparently well-confirmed 


reports of a concentration in Italian East Africa 


of Italian forces and material in the neighbourhood 


of Jibuti. This appeared to be part of the 


general policy of intimidation. 


In reply to a question as to the meaning of 


Herr Hitler's statements about broadcasting, the 


Foreign Secretary said that he thought it was 


clear that Herr Hitler was referring to the B.B.C. 


talks in Germane 


In the course of discussion the view was 


expressed that the B.B.C talks were "straight 


news" and that there was no real ground for criticism 


of them. Some criticism  however^ was directed 
s


at the handling of the Manifesto signed by a 


number of distinguished people, which had made : 

its first appearance in a German broadcast, before 


it appeared in the English papers on 28th January. 


The Secretary of State said that he had seen 


the French Ambassador on the 28th January. 


K. Corbin had thought that Roumania was the danger 


spot, and had also asked what would be our attitude 


as regards a German attack on Switzerland. The 


Secretary of State had replied that, speaking 


personally, he hoped that we would decide to support 
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France if Switzerland were attacked. Sir Erie 


Phippshad also seen M. Daladier on the 29th 


January. The latter had expressed the view that 


a German attack on Holland should he considered 


as a casus belli both by France and Great Britain. 


M. Daladier, who had promised a written reply 


which had not yet been received, had also raised 


the question of compulsory military service in 


Great Britain. 


The Secretary of State had seen the Belgian 


Ambassador on the 28th January, and had gathered 


the impression that Belgium would endeavour to 


keep out of war unless she was attacked. 


A communication had been sent to Vvashington 


for the personal and secret information of the 


President, informing him of the information 


which had reached us of the possibility of a 


German invasion of Holland. It appeared that the 


State Department anticipated not so much an invasion 


Of Holland,as German mobilisation on the Dutch 


frontier and demands for the surrender of part of 


the Dutch East Indies. 


The Secretary of State for Foreign Affairs 


reported recent contacts with the Netherlands 


Government, from which it appeared that the Dutch 


would do their best to avoid hostilities, but that 


if attacked they would fight to the last ditch. 


In reply to the President of the Board of 


Trade, the Foreign Secretary said that he was not 


aware of the reason for the breaking off of trade 


negotiations between Germany and Russia, nor was 


he aware of any recent troop movements in Germany. 
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reported that Lord Plymouth had had conversations 


with certain important Members of the Non-intervention 


Committee and other persons concerned, with the result 


that it was clear that the Cjommittee could now make 


considerable savings in their expenditure. It would 


be possible for them to continue their activities 


on much the same lines as at present without raising 


any question of principle. 


The Cabinet took note of this statement. 


THE FIRST LORD OF THE ADMIRALTY said that 


the Officer Commanding H.M.S. Devonshire off the 


South East Coast of Spain had been notified by the 


Barcelona Authorities that he was expected to salute 


General Franco's flag when going in and out of 


Barcelona. Hitherto he had dodged the issue by 


entering or leaving the port in darkness, but it 


was necessary to reach a decision whether this action 


could be taken without prejudicing the question of 


the recognition of General Franco's Government. 


The view was generally expressed that .it was 


desirable to comply with the wishes of the Barcelona 


Authorities in this matter but it was.agreed that the 


question should be settled in consultation between 


the Secretary of State for Foreign Affairs and the 


First Lord of the Admiralty. 




4 f\ P* 
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i n a n c i a l 
s s i s t a n c e 

said that his colleagues would no douht have noticed 

0' a recent telegram (No0 50 dated 28th January) from 

(p rev ious 
R e f e r e n c e : 

Washington from which it might appear that the 

Cabinet 2(39)3). United States Government were going hack on the 


undertaking which they had given us in regard to 

fie. 6 ̂  ) 3. 


their measure of support of the Chinese currency. 
He thought that this was not in fact the case., tout 
that the State Department had taken alarm at a 
suggestion that we should indicate in Parliament 
that the United States Government were proposing to 
take simultaneous and parallel action with us, and feared 
that any such statement would give rise to difficulties 
with their Isolationists- The view of the United 
States Government was that they had done more to 
assist China than we had and that if now we gave 
effect to our proposals in respect of the proposed 
guaranteed loan of £3 millions for currency 
stabilisation purposes, we should then only have done 
as much for China as America had already done. 

In the course of discussion which ensued, THE 
CHANCELLOR OF THE EXCHEQUER said that he thought 
that if our proposals were adopted, it would be 
necessary for us to make it plain to Parliament that 
we were not the only country which was taking action 
in this matter. 

THE FOREIGN SECRETARY thought we could use the 


argument already indicated, namely, that the United 


States had already done more than we had. It would, 


of course, be better if we could also have said that 


the United States Government were taking simultaneous 


action, . but that Government were most 




unwilling to appear to be acting in collusion with us. 


We were still awaiting a formal answer from the 


United States Government on the matter. 


THE HOME SECRETARY thought that if we were 


to give effect to this proposal, the present was the 


right time to do it. He referred, in this connection, 


to the changed tenor of recent telegrams from 


Sir Robert Craigie at Tokyo. 


THE PRIME MINISTER did not dissent from this 


view, but thought it might be desirable to see 


whether the statement which President Roosevelt was 


reported to have made to the Military Affairs 


Committee of the Senate at Washington would arouse 

-


criticism in the United States to any great extent. 


In reply to the President of the Board of Trade, 


THE FOREIGN SECRETARY explained that there was no 


further information as to the Chinese attitude in 


regard to the customs loans. He wished to correct the 


statement which he had made at the previous meeting of 


the Cabinet that the Chinese Government had informed 


him that they hoped to be able to meet us by 


implementing the arrangement by the 2nd -May. He was 


afraid that this statement which was based on his 


recollection of an interview with the Chinese Ambassador, 


could not be confirmed. 


The Cabinet took note of the statement made 

by the Secretary of State for Foreign Affairs. 
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PROPOSED 4. THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 

noMMEEGlAL. 

MISSIONS TO said that the Interdepartmental Committee on Central 

PhTIMANlA 

and GREECE. and South East Europe had now issued their second 


(Previous Interim Report, which would shortly he considered toy the 

Reference: 

Cabinet 57(3$ Foreign Policy Commit teeo He wished, however, as a matter! 

Conclis ion l) 


of urgency to raise before the Cabinet that morning 


one proposal submitted by the Interdepartmental 


Committee, nameljr, that commercial missions should be 


sent to Roumania and Greece  From the psychological 
c


point of view, he thought this proposal was of considerable 


importance. At the moment it was difficult to make 


precise proposals as to what form the mission to 


Roumania should take., but he hoped the Cabinet would be 


able to agree in principle to the despatch of this 


mission, which would enable the necessary preparations 


to toe made. 

The Foreign Secretary thought it right to point 


out that, while the immediate reaction in Roumania to 


the despatch of a mission would toe favouratole, the 


position would toe changed if on the termination of the 


mission no concrete results emergedo He thought, there
fore, that, in the long run, the Government might toe 

pressed to increase the figure of £10 million allocated 


to political credits in the Export Credits Guarantee 


Bill now "before Parliament
s 


THE CHANCELLOR OF THE EXCHEQUER said that he 


agreed that there were good arguments for sending a 


commercial mission to RoumaniaQ At the same time out of 


a total of £10 million available for political credits 


£1 million had already been earmarked for Roumania, and 


there was always the possibility of scope being found for 


commercial credits0 He could not, therefore accept 




the Foreign Secretary's suggestion that the despatch of 

a mission might result in some increase in the figure of 
£10 million to he made available for political credits. 

THE PRESIDENT OF THE BOARD OF TRADE reminded his 


colleagues of the discussion which had taken place at 


Cabinet the meeting noted in the margin in regard to Anglo German 

60 (38) 


Conclusion 7. Trade Relations, when the suggestion had been generally 


approved that he might at some stage pay a visit to 


Germany. Matters were now moving. It was possible that 


a dinner would be given in London by the British Coal Trade 


to celebrate the successful negotiations between 


representatives of the British and German Coal Industries, 


to which Dr. Funk was being invited. This might provide 


an opportunity for hinting that any reciprocal invitation 


would be accepted by the President. He, the President, 


thought it was desirable that if there was any possibility 


of his visit to Germany being arranged he should have an 


opportunity of mentioning the Commercial Mission to 


Roumania privately to the Germans before the news of the 


Mission to Roumania became public. 

After further discussion the Cabinet agreed 


(l)	 To approve in principle the-proposal 

that a commercial mission should be' 

despatched to Roumanian 


(2)	 That the question of the date of the 

announcement of the despatch of this 

mission should be settled by the 

Secretary of State fox1 Foreign Affairs 

and the President of the Board of Trade 

in consultation0 


(3)	 That, in the meantime, it was undesirable 

that our Minister in Bukarest should be 

authorised to mention the matter to 

King Carole 


(4)	 That the proposals in regard to the suggested 

commercial mission to Greece should be 

settled at a later date0 
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Conclusion 7, 
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the Foreign Secretary's suggestion that the despatch of 


a mission might result in some increase in the figure of 


£10 million to he made available for political credits* 


THE PRESIDENT OF THE BOARD OF TRADE reminded his 


colleagues of the discussion which had taken place at 


the meeting noted in the margin in regard to Anglo German 


Trade Relations, when the suggestion had been generally 


approved that he might at some stage pay a visit to 


ormanya Mattoro woro now moving rather fast, 


inner was to be given to Dr 0 Funk by the Coal Tr^de 


elebrate the sxiccessful negotiations betwes 


spresentatives of the British and German Coal Industries, 


id it was understood that this dinner was regarded by the 


jrmans as a suitable occassi^n" on which t-o invite the 


lbsident of the Board of^Trade to visit Germany, He, 


II President, thought; it was desirable that the 


rangements fpr his visit to Germany should be concluded 


p. that^he should have an opportunity of mentioning the 


paps*oial Mission to Roumania privately *,o the Germans 


Tore the news of the Mission to Roumania became public. 


After further discussion the Cabinet agreed:
(l)	 To approve in principle the-proposal 


that a commercial mission should be 

despatched to Roumanian 


(2)	 That the question of the date of the 

announcement of the despatch of this 

mission should be settled by the 

Secretary of State for Foreign Affairs 

and the President of the Board of Trade 

in consultationo 


(3)	 That, in the meantime, it was undesirable 

that our Minister in Bukarest should be 

authorised to mention the matter to 

King Carole, 


(4)	 That the proposals in regard to the suggested 

commercial mission to Greece should be 

settled at a later date 0 
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AWfiT.O-GERMAN 

S  t a t i o n s . 

The Position 

of Holland.. 


(Previous 

Reference: 

Cabinet 2 

(39), 

Conclusion 

1(5)). 


5. In conformity with their reference at 


the Meeting mentioned in the margin, the Cabinet 


had before them the Report of the Foreign Policy 


Committee (CoPo 3 (39),.) on the question of possible 


German aggression against Holland, to which was 


appended a Report by the Chiefs of Staff (Paper No. 


C O . So830) in continuation of C P - 20 (39). The 


Chiefs of Staff had also attended the Meeting of 


the Foreign Policy Committee at which the reference 


from the Cabinet had been considered. 


THE PRIME MINISTER explained the main 


point in the Committee^ report.- Paragraph 4 


contained the main conclusion of the Chiefs of 


Staff Report, which might be summarised as being 


to the effect that, while war with Germany in the 


near future would give rise to a very serious 


situation, failure to intervene in the event of 


German aggression against Holland would have 


disastrous effects, which would outweigh the risks 


of a conflict, The Foreign policy Committee had 


endorsed these conclusions, and stated that a German 


invasion of Holland would constitute a casus belli. 


In other words it would give rise to a situation 


which would justify our going to war with Germany 


but that did not mean that we should necessarily 


have to go to war forthwith without taking into 


account other considerations. One such consideration 


was mentioned in paragraph 5, namely, the possibility 


that Holland would not resist invasion. 


Whatever form German aggression took, it 


was necessary that we should deal with the matter in 


conjunction with France and Belgium, and it was difficult 


to see how either of these countries could keep out of 


war if Germany invaded Holland. 




Before Staff Conversations could be undertaken to 


meet the contingency of a German invasion of Holland it 


was necessary to make diplomatic approaches to the French 


and Belgian Governments. In view of certain information 


which had been received, the Foreign Policy Committee had 


authorised the Foreign Secretary to make these approaches 


as a matter of urgency. No considered reply had yet been 


received from either Government. It was thought likely 


that the French Government would raise the question of 


our attitude in the event of a German attack on Switzerland. 


The Prime Minister thought, that a German attack on 


Switzerland would be clear evidence of an attempt by 


Germany to dominate Europe by force, and that from this 


point of view a German attack on Holland and an attack on 


Switzerland were in the same category. 


The logical consequence of a decision to regard a 


German invasion of Holland as a casus belli was to put 


ourselves in a position to resist such aggression as 


effectively as possible. This meant that we should have 


the closest possible understanding with other countries 


who would be our allies, and should know what action they 


would take; otherwise we should be too late. Hitherto we 


had avoided very close contacts between our Staffs and the 


Staffs of potential allies, e.g. France and Belgium on 


these matters for fear of finding ourselves involved in 


specific commitments^ We were faced with a choice between 


two courses, and the Foreign Policy Committee was satisfied 


that the right course was that conversations should now 


proceed for the formulation of joint plans, notwithstanding 


that these plans would constitute more binding obligations 


than had hitherto been contemplated. 


The Prime Minister explained that the Foreign 


Policy Committee had reached the conclusion that the 


Staff Conversations should proceed on the basis of 
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war against Germany and Italy in combination, and 


that their scope should include all likely fields of 


operations, especially the Mediterranean and the 


Middle East. This included the Par East, in regard 


to which the Foreign Policy Committee thought Japan 


would be likely to adopt a cautious attitude, at any 


rate at the outset of any emergency in the near future. 


If the Cabinet approved these general propositions, 


the next step would be for the Chiefs of Staff to 


consider the best way of initiating Conversations 


on the wider basis now proposed, 


TEE SECRETARY OF STATE FOR HOME AFFAIRS said 


that he thought that the Staff Conversations should 


include the Dutch, Even if Holland could be over-run 


In a few days "Fortress Holland" might be converted 


into a formidable anti-aircraft zone. He also 


thought that Dutch resistance in the Dutch East 


Indies could be made distinctly formidable if their 


forces were properly modernised. 


THE FOREIGN SECRETARY mentioned that the Dutch 


Foreign Minister was coming over to this country on 


the 14th February for a visit to the Grotius Society, 


and had expressed a desire to see him. 


It was agreed that it would be necessary that 


the question of Staff contacts with the Dutch should 


be taken into account. 


THE FOREIGN SECRETARY said that it seemed to be 


generally agreed that Dutch resistance was not likely 


to have much material effect on the final result of 


any war which started from a German invasion of Holland. 


In the circumstances, he felt that it was easy to 


over-emphasise the importance, from our point of view, 


of the question whether Holland resisted invasion or 


not. 




THE PRIME MINISTER, while in general agreement 


with this view, said that it was impossible to 


envisage all the possible circumstances which might 


arise. For example, Germany might say that she 


wanted the use of some of Holland's canals in the 


event of Germany being attacked by some other Power. 


He agreed, however, that any attempt by Germany to 


obtain military control of some kind over Holland 


by threat of force would be such evidence of Germany's 


intention to dominate Europe by force as to require 


this country to treat it as a casus belli. 


Discussion then turned on the question of how 


Staff Conversations should proceed. 


THE SECRETARY OP STATE FOR FOREIGN AFFAIRS said 


that up to the present the Staff Conversations had 


pursued a somewhat desultory course, at the Attache 


level. Our aim should be to make ourselves as ready 


as possible? and it was therefore necessary that the 


scope of the Staff Conversations should be extended. 


It must be remembered, however, that trouble might 


arise not of aggression against Holland but from some 


other cause. It was therefore necessary to lose no 


time in getting on with extended Conversations on all 


the issues on which Staff Conversations were of 


importance. He thought the Conversations should take 


place between responsible members of the three 


Services and their opposite numbers in the French 


Services. 


In further discussion it was agreed that this 


was a big step forward and was almost tantamount to 


an Alliance; but it was felt that although the step 


might be a big one, it"was one which must be taken. 


THE SECRETARY OF STATE FOR HOME AFFAIRS thought 


that it might be desirable to make sure of the French 




attitude in the event of a German attack on Holland, 

before informing the French that we were prepared to 


enter on extended Staff Conversations.. 


THE SECRETARY OP STATE POR FOREIGN AFFAIRS 


thought that it was necessary that the Staff Conversations 


should deal with the general question of a war In the 


West, and should not merely be concerned with the 


possibility of a German invasion of Holland. 


THE PRIME MINISTER said that, as regards our 


specif:.o commitments to the French Government, he 


thought it was undesirable that we should go further than 


we had already gone. He had, however, indicated in! 


the speech which he had made to the Foreign Press 


Association on 13th December, 1938, that "our reflations 


with France are so close as to pass beyond mere legal 


obligations since they are founded on identity of 


interests". He thought it was important to preserve 


this attitude, because if war broke out between Italy 


and France it might well be in the French interest that 


we should keep out of the war, in order to avoid bringing 


in Germany on Italy's side. 


In regard to Staff Conversations the Prime 


Minister thought that the right course was to inform 


the Chiefs of Staff of the decisions reached by the 


Cabinet and to ask them to survey the whole position 


at once with a view to our being in a position to under'
take Staff Conversations with the French at an early 


date. 


This course was gener-ally agreed to, and the -


Foreign Secretary was also authorised to inform the 


French Government that we were instr\icting our Staffs to 


proceed on this basis, 


It was also agreed, that, as soon as a satisfactory 


reply was received from the French Government, 


authority should be given to the Staffs to embark 


on Conversations on the wider basis now p̂jĝ ĝ fcsed. 




THE CHANCELLOR.-OF'THE DUCHY OP LANCASTER raised 


the -question of leakage, and whether it would he 


possible to take- some action vis-a-vis Germany to avoid 


giving rise to -unnecessary'suspicions. 


It was generally felt, however-, "that it would 


not he wise to take any.measure in this-sense, .and. 


that if leakage occurred -it should he- explained to the 


Germans that "what'was "happening was no-more than a con-"' 


tinuance of measures of co-operation. 


ilieasures of THE PRIME MINISTER then referred to the concluding 

"^Aoceleration^ 


paragraph of the Report of the Foreign Policy Committee, 


dealing with measures of acceleration.. 


jtn regard to H , M o S , REPULSE it was explained that 


steps had now been taken to replace the A.A. guns in sucK" 


a way thfit-the ship could still be used, if need be, 


for the visit of Their Majesties to G nada next May. 
a
 

The conclusions reached by the Cabinet may be 


summarised as follows:
( n , ) The Cabinet agreed to approve generally the 

recommendations contained in the report of 
the Foreign Policy Committee ( C P . 3 (39)) 
and in particular s 

. (a) endorsed the Conclusion recorded in 

paragraph 22 of the Report of the Chiefs 
of Staff Subcommittee dated .25th January.., 

1939 (Paper F.P. (36) 77) which reads 

as follows:
"If we-were compelled to enter such a 

war in the near future we should be 

confronted with a position more serious 

than, the Empire has ever faced before. 

The ultimate outcome of the conflict 

might well depend upon the intervention . 

of other Powers, in particular-, of the 

United States of America^ 
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Nevertheless, as we have pointed out in 

our first Report (paragraph 12), failure 

to intervene would have siich moral and 

other repercussions as would seriously 

undermine our -position in the eyes of the 

Dominions and the world in general. We 

might thus he deprived of support in a 

subsequent struggle between Germany and 

the British Empire.. In our view it is 

hardly an exaggeration to say that fail
ure to take up such a challenge would 

place Germany in a predominant position 

in Europe and corresxDondingly loy/er our 

prestige throughout the world. There
fore we have, as we see it, no choice 

but to regard a German invasion of 

Holland as a direct c h a l l e n g e to our 

security," 


(b)	 Agreed that any attempt by Germany 

to obtain military control of some JG*e4 

fr^c&G-uiat over Holland by. threat of 

force would be such evidence of 

Germany's intention to dominate Europe 

by force as to require this country 

to treat it as a casus belli. 


(c) Agreed that a German attack en SwiAjzerland
would be clear evidence of an attempt 

by Germany to d o m i n a t e Europe b y force 

and that from this point of view a 

German attack on Holland and an attack 

on Switzerland were in the same category.. 


(d) It followed from (c) above that if, in 

our Conversations with the French 

G o v e m m e n t i n regard to a possible 

German invasion of Holland (See (e) 

below) the French should raise the 

parallel case cf Switzerland and 

should enquire whether if Germany invaded. 

Switzerland and France thereupon 

declared war upon Germany we should go 

to the assistance of France our answer 

should be in the affirmative. 


(e) To take note with approval that in order' 

to avoid delay the Secretary of State 

for Foreign Affairs had initiated a 

diplomatic approach to the French 

Government in regard to the position 

of Holland; and in this connection had 

referred to the disturbing rumours 

in regard to Holland and had indicated 

that on a,provisional examination 

of the matter His Majesty's Government 

were disposed to take the view 

outlined in (a) and (b) above and 

that the matter was being further 

examined by His Majesty's Government 

who would be glad to learn the views 

of the French Government on the subject. 
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(f)	 .7o take note with approval that the 

Secretary of State for Foreign 

Affairs had at the same time as the 

communication in (e) was being made 


jr j,, 5- (yq\ 7.. to "the French Government, addressed 
similar' diplomatic enq.uir.ies in the 
same sense to the Belgian 
Government, 

(g) Agreed that for the time being no 

enquiry should be made of the Dutch 

Government over and above the informal 

approach to Dr. Colijn which has 

already been set on foot c
 

(h) Agreed that Staff Conversations with the 

French and Belgian Governments should 

proceed on,the basis of war against 

Germany and Italy in combination and 

that these Staff Conversations should 

be extended in scope to include 

all likely fields of operation especially 

the Mediterranean and the Middle Easts 


(i) Agreed that while the probability of 

Japanese intervention against us should 

not be ignored it should be assumed 

that Japan mould be likely to be 


L ( ^ a \ i t? /6 influenced by her existing commitments 
R-fZ&L " / r r in China and by fear of Soviet Russia 

and the United States of America and 
would therefore be likely to adopt 
a somewhat cautious attitude at any 
rate at the outset of any emergency 
in the near futureo 

( j) Agreed that it would be necessary that 

the question of Staff contacts with 

the Dutch should be taken into account 
c 


(k) Agreed that it is contemplated that the 

further Staff Conversations with France 

and Belgium which would follow from' the 

diplomatic approach referred to in (e) 

and (f) would result in the formulation 

of specific joint plans both as regards 

military operations and in the sphere 

of supplies; it being recognised that 

such joint plans would constitute a 

far more binding commitment than has 

hitherto been contemplated, 


(l) Agx^eed that periodic liaison of a 

regular nature with the French and 

Bel dan Staffs would be necessary to 

keep p to date the plans referred to 

in (k) aboveo 
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Agreed that as regards our specific
commitments to France it was 

undesirable that we should go fur
ther than we had already gone. 

That it was important to preserve 

the attitude laid down by the 

Prime Minister in his speech to the 

Foreign Press Association on 

13th December, 1938 that "our 

relations with France are so close 

as to pass beyond mere legal 

obligations since they are founded 

on identity of interest" because 

if war broke out between Italy 

and France it might well be in the 

French interest that we should 

keep out of he war in order to 

avoid bringing Germany in 

on Italy's side,. 


Agreed that the Chiefs of Staff 

should now be informed of the 

decisions reached by the Cabinet 

and summarised in the foregoing 

conclusions and that the Chiefs of 

Staff should be invited to survey 

and report upon the whole position 

forthwith with a view to our being 

in a position to undertake the Staff 

Conversations with the Frencn on the 

wider basis now proposed at ah early date. 


Agreed to authorise the Secretary 
of State for Foreign Affairs to \ 
inform the French Government that 
we were instructing our Staffs to 
proceed on this basis A 

Agreed that as soon as a satisfactory 

reply had been received from the 

French Government the Staffs should 

be authorised to embark on con
versations on the wider basis now 

proposed. 




PALESTINE. 


Report of 

Cabinet 

Committee. 


(Previous 

Reference 

Cabinet JL, 

(39), Con
clusion 5 ) . 


Invitations 

to the 

London 

Conference. 


6. The Cabinet had before them the Report of 


the Cabinet Committee on Palestine (CP. 29 (39)), 


who had under consideration the following 


Papers:
(i)	 Memorandum by the Secretary of State 


for the Colonies (CP. 4 (39)) containing 

the relevant material for the consideration 

of the question of the G-overnuent' s policy 

at the forthcoming Conferences with the 

Jews and Arabs: 


(ii) Memorandum by the Secretary of State for 

Foreign affairs (CP. 18 and C P . 19 (39)): 


(iii) A note by the Minister for Go-ordination of 

Defence (CP. 7 (39)) covering a Report 

by the Chiefs of Staff on the strategic 

importance of Egypt and the Arab countries 

of the Middle East. 


The Committee agreed with the recommendations 


of the Secretary of State for the Colonies, summarised 


in paragraph 74 of C P . 4 (39) (See Appendix I to 


these Conclusions), under the heads of (I) Future 


Constitution; (II) Immigration; (III) Land; 


and parti ularly with the suggestion that no final 


decision should be reached on any of the points 


mentioned in paragraph 74 until the discussions had 


proceeded some ways 


THE SECRETiJRY OF ST,,TE FOR THE COLONIES 


said that it would be necessary to await the arrival 


of the representatives of the Palestine Defence 


Party before the Conference opened but it was 


hoped that they would leave Cairo within a day 


or two. The Conference should be able to open 


about the 7th February.. It had now been agreed 


that the Palestine Defence Party should have three 


representatives, and it was hoped to include them 


in the same delegation as the other representatives 


of the Palestine Arabs, after their arrival in this 


country. 




Rport of 

Jfre Palestine 

Ifornntittee. 


H 

The Secretary of State for the Colonies 


said that he had heen in touch with all the delegations 


and that the attitude which the representatives adopted 


personally was very pleasant  It was clear that the 
c


Palestine ^raos would adopt a very stiff attitude in the 


course of the negotiations, hut the members of the other 


delegations were all anxious to reach some compromise 


with the Palestine ^ a b s . 


Turning to the report of the Palestine Gbmmittee 


the Secretary of State for the Colonies said that in his 


opinion the recommendations constituted â  fair compromise 


which contained points which would please and disappoint 


each side. The Committee"s first recommendation was 


that no final decision should be reached on any of the 


points mentioned in paragraph 74 of G.P. 4 (39) until 


the discussions with the Arabs and Jews had proceeded some 


way, and that the United Kingdom Delegates should have 


a considerable measure of discretion to s^fe^sirfe^other 


proposals. 


On the constitutional question the Committee 


did not admit either the Jewish plan for the creation 


of a Jewish State covering the whole of Palestine nor 


the Arab plan that the whole country should become an 


A r a b State. They thought however that the possibility 


should be left over that at some time in the future either 


the Arab or the Jewish population in Palestine might be 


ready to acquiesce in the creation of an independent State 


in which the other party predominated. 


The Committee also suggested that the rejection of 


the Arab demand for independence should be softened, if 


possible, by some gesture of special regard for Moslem 


religious susceptibilities, as for example b y an offer 


to the surrounding Moslem countries of the right to 




participate "by means of a body of guards or otherwise 


in the protection of the Moslem Holy Places in Jerusalem. 


It was also necessary to consider what share 


in the Government of the country could be given to the 


Jewish and Arab populations of Palestine. The proposal 


was to offer an Advisory Council which would include 


besides an official bloc, Jewish and Arab representatives 


in equal numbers. It would have been possible to fix the 


Jewish and Arab membership of this Council on a basis of 


population but it was felt that to do so would condemn 


the Jews to a permanent minority position and that.this 


would be contrary to the spirit of the Balfour Declaration. 


This proposal would probably be accepted by the 


Jews but might well be rejected by the Arabs. Indeed 


it would seem possible that the Arabs would object so 


strongly to it that persistence on it might wreck the 


Conference. If so the proposal mighfc have to be 


abandoned. , 


There was also a proposal for turning the Advisory 


Council inbo a Legislative Council if both parties so desired. 


In regard to immigration it was proposed to reject 


the demand of the Arabs for the immediate and complete 


stoppage of Jewish immigration and the Committee recommended 


that the United Kingdom Delegates should be prepared to put 


forward either proposal (A) or proposal (B) on page 22 of 


C P . 4 (39). He was afraid that the Arabs would not 


accept proposal (A) and it may not be possible to persuade 


the Jews to accept proposal (B), but a great effort v/ould 


be made to do so. In the last resort it might be necessary 


to consider a plan which involved even greater concessions 


to the Arabs in regard to restrictions on Jewish immigration 


than those contemplated in Scheme (B). 
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THE SECRETARY OP STATE FOR THE COLONIES then 


drew attention to the suggestion that he should he 


authorised to endeavour to persuade Dr. V/eizmann to give 


favourable consideration to a unilateral declaration to 


the effect that the Jewish leaders would in future make 


the exercise of the right of Jewish immigration into 


Palestine contingent on Arab consent. It was clear that 


if Dr. V/eizmann could be persuaded to make this unilateral 


declaration the effect on Arab opinion would be considerable. 


Finally the Colonial Secretary drew attention to 


the proposal that legislative steps should be taken to 


restrict the sale of land by Arabs to Jews; to the 


recommendation that the United Kingdom representatives at 


the Conferences should be -


The Prime Ministers 

The Secretary of State for Foreign Affairs, 

The Secretary of State for the Colonies, 

Mr. R 0A. Butler, M.P., Parliamentary 


Under-Secretary of State for Foreign 

Affairs. 


and to the Appendix setting out his proposals in regard 


to procedure, publicity and entertainment for the 


discussions. 


THE PRIME MINISTER said that he only wished to add 


that the Palestine Committee had been most favourably 


impressed with the masterly paper in which the Secretary 


of State for the Colonies had submitted these proposals. 


These proposals had been carefully examined by the 


Committee and they had found themselves able substantially 


to endorse the Colonial Secretary's recommendations. 


THE LORD CHANCELLOR referred to the Memorandum 




by the Secretary of State for Foreign Affairs 


( C P . 18(39)-) in regard to legal arguments likely 


to be advanced by the Arab representatives. He 


was by no means satisfied that the British case 


was fairly stated in the Memorandum which had been 


circulated by the Foreign Secretary and he had 


taken the opportunity of discussing it with the 


Foreign Office official who had prepared it. 


He did not altogether agree with the view taken in 


this Memorandum in regard to the McMahon correspondence 


and he would fully expect that if the matter was 


submitted to some such body as the Hague Tribunal 


they would take the view that the pledges in the 


McMahon correspondence did not apply to Palestine. 


If the discussions at the Conference turned on legal 


points he would be happy to offer any assistance to 


the Colonial Secretary.. 


THE COLONIAL SECRETARY said that he would be 


very glad for an expression of the Lord Chancellor's 


views although the British delegates would, of course, 
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try to avoid^discuision on the legal aspects of the 


problem. 


THE SECRETARY OF STATE FOR INDIA said that he 


had just received a formal request from the All-India 


Moslem League for representation at the London 


Conferences. He proposed and the Cabinet agreed 


to reply that His Majesty's Government regretted 


that they would be unable to extend the scope of 


the Delegations which had already been settled. 


His Majesty1s Government were fully seized with the 


views of the Moslems in India. 




9 ft 

The Cabinet agreed: 
(i)	 To endorse the views set out in the 


Report (Paper C P . 29(39)) of the 

Cabinet Committee on Palestine which 

approved generally the conclusions 

summarised in paragraph 74 on pages 

21 and 22 of C P . 4 (39) (See Appendix I 

to these Conclusions). 


(ii)	 To approve the arrangements for the 

procedure, publicity and entertain
ment of the Conferences. 


(iii)	 To authorise the Secretary of State 

for India to reply to the representations 

of the All-India Moslem League on the 

lines suggested by him. 
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7. The Cabinet had under consideration the 


following documents on the subject of the Czecho

slovakia(Financial Assistance) Bill:

(i)	 A Memorandum by the Chancellor of 

the Exchequer ( C P . 24 (39)) 

describing the negotiations with 

the Czechoslovak Financial Delegation, 

which had resulted in the signing of 

four Agreements, the provisions of 

which he briefly summarised. The 

outstanding points in the settlement 

reached were;

(a) It had not been necessary to 

increase our free gift beyond 

£4 millions; 


The total assistance available 

by way of our free gift (£4 

million) and of the joint 

Anglo-French guaranteed loan 

^S8 million) had thus been 

increased to £12 millions; 

making, with the French gift, 

a total of £16 millions in all. 


(c) Our free gift was to be paid 

into a Special Account and used 

to provide foreign exchange for 

refugees emigrating from Czecho
slovakia according to an agreed 

scale 
e 


In view of the fact that the Cabinet had 

already approved the principles of the 

Agreements, the Prime Minister had 

agreed that the Chancellor should give 

notice of presentation of the Bill in 

parliament on 31st January, before its 

terms had. been approved by the Cabinet, 

but after submission to the Committee 

of Home Affairs: 


(ii) A Memorandum by the Financial Secretary 

to the Treasury (H.A.6 (59)) covering 

the draft Bill: 


(iii) The following recommendation to the 

Cabinet of the Committee of Home Affairs 

thereon (H.A.C. 2nd Conclusions (39), 

Minute 1 ) : 

"To authorise the introduction forthwith 

in the House of Commons of the 

Czechoslovakia (Financial Assistance) 

Bill in the form of the draft annexed 

to H 0 A 0 6 (39), subject to any drafting 

or other minor alterations that may 

be found necessary or desirable." 




THE CHANCELLOR OP THE EXCHEQUER said that as 


a result of the negotiations which had. "been difficult 


and protracted, £8 millions of new money would now 


he made available to the Czechoslovak Government, 


over and above the £10 millions which had been 


provisionally advanced. He also drew attention to 


the arrangements made whereby our free gift of 


£4 million would be paid into a special account and 


used for refugees. The arrangements secured under 


this head were very satisfactory and would,he thought, 


satisfy the critics. He explained that the 


arrangement in regard to the guaranteed loan of £8 


millions was that the loan would be issued by the 


Czechoslovak Government, and that the loan carried 


a joint and several guarantee from the French 


Government and ourselves. In view of the urgency, 


notice had already been given of the presentation 


of the Bill. 


The Cabinet took note of the outcome 

of the negotiations and of the 

presentation of the Bill in Parliament. 
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8. The Cabinet had. under consideration a 


Memorandum by the First Lord of the Admiralty 


( C P . 13 (39)) outlining the existing state of the 


Fleet Air Arm and the measures v-foich his advisers 


and himself considred necessary for its development 


up to the 31st March, 1942. The First Lord sought 


authority from his colleagues to proceed with the 


programme summarised in the Appendix to this 


Memorandum (subject to discussion with the Treasury 


on points of detail affecting expenditure), which 


showed requirements in terms of aircraft, personnel 


and shore-bases0 The figures given illustrated 


the state of the Fleet Air Arm at the beginning 


of the next financial year 9 and the scale of 


expansion that would be required to meet the approved 


programme for the development of the Fleet itself, 


including the provision of aircraft for the 5 


Aircraft Carriers now under construction, 


THE FIRST LORD OF T H E ADMIRALTY explained 


the main points in his memorandum. The present 


position in regard to aircraft was not so good as it 


appeared, since a considerable proportion of the 


aircraft at present available was of obsolescent 


types. He referred to the difficulty of obtaining 


aeroplanes of adequate pe rformance5 which could 


all land on the decks of aircraft carriers. 


The number of first-line aircraft 490 


was made up of 360 machines in.aircraft carriers, 


9 in a seaplane carrier, 35 in catapult ships 


and 86 in cruisers. 295 of these would be tor

pedo-spotter reconnaissance. Of the remainder 110 
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would "be fighters. The war reserve, which was also 


490, was calculated on figures as to wastage etc. 


supplied by the Air Ministry. 


As regards the personnel, by 31st March 


the Navy would have provided 2,600 naval ratings, i.e. 


over half the total requirements at that date. It would, 


be still necessary for the Air Ministry to find main

tenance ratings for some time, as it was impossible 


to provide them from the Fleet. 


With regard to bases, the total number of school 


squadrons in 1939 was 19, and of disembarked squadrons 


14, giving a total of 33* The number of bases at 


present available to accommodate these squadrons was 


wholly inadequate. He emphasised the expensiveness 


of using carriers for training, and the undesirable 


effects on pilots of this course. As regards cost, 


the total expenditure within the ration period was 


£38:? millions as compared with expenditure provided 


within the ration figure of £30 millions. The 


maintenance figure amounted to £10 millions a year. 


He asked the Cabinet to approve the proposals in princi

pie subject to discussion of the financial stalls 


between the Chancellor of the Exchequer and-himself. 


THE SECRETARY OF STATE FOR AIR said that there 


were a number of points which he thought should be 


discussed between the First Lord and himself. For 


example, the provision for Fleet Air Arm reserves 


was on the basis of reserves for eight or nine months, 
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v/hereas those for the R.A.F. reserves were for the 


moment confined to nine weeks' reserves, with the 


exception of fighters, in regard to which the reserves 


were sixteen weeks. He thought consideration should 


he given to the question whether the same scale 


should not operate for both Services. 


In regard to personnel, he thought it would be 


necessary to make some mutual arrangement, so far as 


concerned the Fleet Air Arm and the Metropolitan Air 


Force. He also drew attention to the fact that the 


Air Ministry were liable to make good any deficiencies 


in the Admiralty Fleet Air -Arm Programme as it existed 


in 1937, and thought that the Ministry should not be 


held liable for deficiencies due to any additional items 


added since that date, or to any acceleration of the 


programme. He also expressed some concern as to the 


proposal to establish a repair base in so vulnerable 


an area as Portsmouth. He suggested that these 


matters should be discussed by him with the First Lord. 


THE CHANCELLOR OF THE EXCHEQUER said there had 


been some discussion between the Admiralty and the 


Treasury on this matter. He thought it was generally 


agreed that the present state of the Fleet Air Arm required 


improvement. He raised no point in regard to the 


first line strength, which had been accepted some time 


ago. He felt, however, that the Admiralty proposals 


should be susceptible of reduction in two ways. First, 


he thought the Admiralty were providing for larger 


reserves than was reasonable. Secondly, he thought 


they were pressing to provide greater shore training 


facilities for their personnel than was necessary,, 




The cost of the present proposals for the 


expansion of the Fleet Air Arm represented an excess 


£8 million over the provision for the Fleet Air Arm 


made within the Admiralty ration of £410 million, 


which had been agreed by the Cabinet last July. 


To this must be added any expenditure on Fleet Air 


Arm bases abroad. He thought that it could fairly 


be argued that provision for Fleet Air Arm bases, 


both at home and abroad, could have been met within 


the ration figure of £410 million, approved by the 


Cabinet last July. He was prepared to discuss the 


matter with the First Lord, but he felt bound' to poi 


out that in his view the increase asked for was 


excessive. 


THE SECRETARY OF STATE FOR DOMINION AFFAIRS 


(designate) said that the progress made in the last 


six months in regard to the handing over to the 


Admiratly of the responsibility for administrative 


control of the Fleet Air Arm had been considerable 


and that there was now a much more- helpful spirit 


of co-operation between the two Departments,, 


The Cabinet agreed: -


To approve in principle 

the proposals submitted 

by the First L Q r d of the 

Admiralty in C P . 13 (39), . 

subject to such modification 

as may be agreed upon in 

discussions betv/een the Chancellor 

of the Exchequer, the First Lord 

of the Admiralty and the 

Secretary of State for Air. 
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SAFETY IN . 9. The Cabinet had before them a Note by the 

fjoAL MINES. 


President of the Board of Trade ( C P . 15 (39)) 


^Previous circulating for the consideration of his colleagues 

Reference: 

Cabinet 56 a Memorandum by the Secretary for Mines on the acticsn. 

(38) fon
eluftion 6.) to be taken on the Report of the Royal Commissioner 


) 7 on Safety in Coal Mines. The President agreed with the 


Secretary for Mines' proposals, and recommended that 


the latter should be authorised, in reply to a 


Question in the House, to make the statement set out 


in paragraph 9 of his Memorandum. This statement 


would involve the introduction of two Bills: first9 


a short Bill this Session to remove the statutory 


limitation imposed on the Mines Departments annual 


expenditure by the Mining Industry Act, 1920; and, 


secondly, a Safety in Coal Mines Bill which would "be 


introduced at some future date, but not this Session. 


After the President of the Board of Trade 

had explained the matter shortly, the 

Cabinet agreed to the above proposals. 




CAMPS POP WAR

AND PEACE 

PURPOSES.


f?fZ bc-(3(])\

 10. The Cabinet had before them a Memorandum 


 by the lord Privy Seal ( C P . 22(39.)), in which 


e s e  o r  a a
^ ^  ^ ^  summary of the conclusions 


reached by a Conference of representatives of the 


Departments concerned,, held on the 13th January 
s 


to consider the question of the Government con

structing or assisting the construction of camps 


to serve the triple purpose of school camps and 


camps for adult holiday-makers in time of peace 9 


and camps for refugees in time of war. The Lord 


Privy Seal asked for Cabinet authority to proceed,, 


on the basis of immediate urgency  with a scheme 
s


which he outlined at the conclusion of his 


Memorandum. 


THE LORD PRIVY SEAL said that this proposal 


had the general blessing of the Civil Defence 


(Policy) Committee. It involved making a start 


with camps for peace-time purposes9 and also in 


order to help with civil defence measures. As 


regards the latter the scheme must be regarded 


as part of a long term policy. There was some 


evidence that in rural areas9 particularly in 


Scotland and the north of England,, there would be 


a considerable shortage of accommodation in time 


of war 9 and that any measures which could be 


taken at once to supplement the accommodation 


which could be made available by billeting would 


be helpful. 


In peace-time9 the camps would serve either 


as school camps or as holiday camps. There had been 


considerable developments in both types of camps 


in recent years 9 and although the knowledge of 


these developments was not very fully co-ordinated. 


it provided a sufficient basis on which to take the 


steps now proposed. Por e x ^ D l e 9 two camps had 
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been started by Post Office staffs3 one in 


Scotland and one in North Wales. Again a number 


of local authorities had used their powers to start 


school camps.- He thought it was important that 


the Government should take steps which would supple

ment and encourage the movement. 


The Lord Privy Seal also attached considerable 


importance to the immediate setting up of a non

profit making Association to run camps. Such an 


organisation would have great value in time of 


war, and would facilitate the task of providing 


the alternative accommodation for those whose 


houses had been destroyed by air bombardment. 


It was proposed that the Exchequer should 


find 50 per cent, of the capital cost and 50 per 


cent, of the standing maintenance charges. On this 


basis it was calculated that the charge per head 


would be in the school camps 16/- a head,, and in 


the holiday camps 25/- a head, with half price for 


children. These terras would attract many people 


who would not be able to afford the camps at present 


provided 
e 


THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 


said he had met Mr. Langley Taylor9 the architect. 


who was referred to in the Memorandum,, and had been 


much impressed by his efficiency and enthusiasm. 


Mr, Langley Taylor had said that if the Government 


would provide a scheme and would make some 


contribution in respect of the defence value of 


the scheme he thought that a good deal of money 


might be forthcoming from philanthropic sources 


at a low rate of interest. 
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THE SECRETARY OP STATE FOR SCOTLAND pointed out 


that a Housing Association had teen set up to build 


timber houses in Scotland, and that this Association could 


be used in connection with the present schemeo 


THE PRIME MINISTER said that apart from school 


camps, in regard to which the principle of State 


contribution had already been admitted, he assumed that 


the only justification for a grant of State money for this 


purpose was the use of the camps for defence purposes. 


Private enterprise was already constructing holiday 


camps, and apparently filling them on a commercial basis. 


Would not the establishment of a State subsidy scheme give 


rise to difficulties? 


THE LORD PRIVY SEAL said that the camps which had 


already been provided by the Post Office employees 


catered for a type of staff who were relatively well paid 


and able to afford higher weekly payments than were 


contemplated under the present scheme. 


THE PRIME MINISTER said that while he was not 


against trying out the present scheme, he thought tihat-itwas 


perhaps unnecessary to embark upon it on the large scale 


proposed,, or to attempt tc carry it out so rapidly. He 


thought that this was only too likely to result in 


wasteful expenditure of moneyo He would like to see the 


scheme dealt with somewhat more experimentally than was 


now proposed. 


THE CHANCELLOR OF THE EXCHEQUER said that there 


had been no opportunity for the details of the scheme to 


be considered by the Treasury. He pointed out that 


the present scheme might involve, not merely heavy 


capital expenditure, but continuing subsidies in peace

time to provide holidays for people who might like to 
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live in camps. It was difficult to justify such a 


scheme in the present critical state of our finances. 


If, however, the proposal was put forward on the grounds 


that it would help the billeting of persons evacuated 


from vulnerable areas, it was only- right to point out 


that the expenditure proposed only provided for 70,000 


refugees which was a drop in the ocean. He was willing 


to agree that the matter should be discussed further, with 


a view to an experiment being made on a smaller scale, 


provided it was clear that the scheme did not involve 


the taxpayer finding money for purposes other than 


defence. 


(At this point the discussion was adjourned 

until 5 p.m. in the afternoon - for 
continuation see Cabinet 4 (39) 
conclusion 1.) 

Richmond Terrace, S.W.I. 


1st February, 1939. 
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APPENDIX I. 


,p.4(39).7. 

SUMMARY OF RECOMMENDATIONS. 


74. The following is therefore a summary of my 


recommendations. But I ?/ould repeat that we should not 


reach an absolutely final decision on any of these points 


until the discussions with Jews and Arabs have proceeded 


some way. The attitude of either party might lead us to 


the conclusion that it would be wise to modify one or other 


of these proposals in some way:-


I - Future Constitution. 


(l) Neither the Jewish claim for the creation at some 


future date of a Jewish state covering the whole of 


Palestine nor the Arab claim that the country should 


become an Arab state can be admitted. We should make 


a clear statement that this is so, unless at any time 


in the future conditions so change that either the 


Arab or the Jewish population in Palestine are ready 


to acquiesce in the creation of an independent state 


in which the other party predominates (paragraph 22 


et seq). 


(2) We should offer to establish, in addition to the 


existing official Executive Council, an Advisory 


Council, which would include, besides an official bloc, 


Jewish and Arab representatives in equal numbers. 


Jexvish and Arab members would be elected on communal 


registers.. The constitution should provide that the 


High Commissioner must consult the Advisory Council on 


all important matters such as immigration, finance and 


tariffs. It should also provide that, if a majority 
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of the members of the Advisory Council, which 


included a majority both of the Arab and Jewish 


representatives, passed a resolution asking that the 


Advisory Council should be superseded by a Legislative 


Council on the basis of parity between the two peoples, 


then such a Legislative Council should be 


established (paragraph 65). 


(3) The powers of municipal bodies under the 


Municipal Corporation^ Ordinance should be re

examined and extended as far as possible and the 


revenues of the larger municipalities should be 


increased, perhaps by allotting to them a portion of 


the urban property tax collected in their areas 


(paragraph 60). 


II - Immigration., 


We should listen to the Arab and Jewish 


arguments and by judicious soundings during the course 


of the discussions form our conclusion as to which of 


the following two alternative proposals should be 


suggested for adoption (paragraph 52):-


A. (i) Jewish immigration into Palestine should 


continue to be regulated by the criterion of economic 


absorptive capacity subject to the proviso that, in 


any case, the number of immigrants should not exceed 


such a level as would increase the Jewish population 


to the figure of 40 per cent- of the total population 


by the end of ten years. If the Arabs would not 


agree to the figure of 40 per cent, we should endeavour 


to persuade them to agree to some such figure as 35 per 


cent. 
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(ii) At the end of the ten-year period the question 


of the principles to govern further Jewish immigration 


should he the subject of discussion between Arabs, Jews 


and His Majesty's Government. 


B. As in A. above, but with the difference that, 


instead of making the future control of immigration the' 


subject of discussion at the end of the ten-year period, 


we should state that after the ten-year period further 


Jewish immigration must be dependent on agreement between 


Arab and Jewish representatives and the Government, 


i.e., the Arabs would be given a veto on any further 


expansion of the Jewish National Home after ten years. 


If we adopt this proposal I am strongly inclined to think 


that we should not agree to a reduction of the prospective 


Jewish percentage (subject to economic absorptive capacity) 


much below 40 per cent. 


^""N.B.. The above proposals are subject to the 

reservation in paragraph 54, which indicates 

that in certain circumstances-ive may have to 

make greater concessions to the Arabs than is 

suggested in B. above.J7 


III - Land. 


Legislative steps should be taken to restrict the 


sale of land by Arabs to Jews (paragraph 57). 
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APPENDIX.11* 


COMMITTEE ON PALBSTINE. 


CONFERENCES pit PALESTINE. 


Procedure, Publicity and Entertainment., 


Memorandum "by the Secretary of State 

for the Colonies. 


1, T.iy colleagues may like to have a brief outline of 


the arrangements which I contemplate as regards procedure, 


publicity and entertainment of delegates in connection with 


the Conferences. 


2. Bt. James' Palace has been prepared for the use of 


the Conferences. In addition to rooms for the use of 


United Kingdom Ministers and the United Kingdom secretarial 


and clerical staff, the Picture Gallery has beer., arranged for 


general meetings and there will also be two large committee 


rooms which could be made available for the individual use 


of the Arab and Jewish delegations. It may be that they will 


prefer to confer in their own hotels between meetings, but 

there would appear to be much to be said, from the psychological 


point of view, for getting them into the atmosphere of the 


Palace by holding opening meetings very soon after their arrival, 


and, if posible, for getting each of the two delegations to 


make some use of the Palace thereafter for their own meetings. 


PROCEDURE. 


3*. As regards a provisional time table, whilst we must, 


of course, be guided largely by the attitude of the delegations 


when they arrive in London, I think it would be useful to 


have in our minds the sort of procedure which we should 


like to adopt if the atmosphere is favourable. Inconvenient 
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though, it will be, we must adhere rather strictly at the 


outset, I think, to the understanding on which the 


delegations are visiting t...is country, via., that the Arabs 


and Jews are each coming to confer separately with His 


Majesty's Government. It is for this reason that we have 


adopted the title "Conferences on Palestine", and my 


present information indicates that any attempt to get the 


Arabs and Jews to sit down together in one room at the 


beginning would render the negotiations abortive. If we 


make satisfactory progress in our discussions with the 


two sides separately, there is the hope that we shall, at 


a later stage, succeed in bringing them into tripartite 


negotiation. 


4 . In these circumstances, my present feeling is that the 

best course would be to have two separate opening meetings, 

preferably on the same day soon after the arrival of the 

delegates, one between United Kingdom Ministers and the 

whole of the Arab delegations, and the other between United 

Kingdom Ministers and the Jewish delegation. It would be 

a great advantage if the Prime Minister would consent to 

preside at these meetings and to welcome the delegates and 

to address them on general lines as to the desirability of 

some agreement between the parties concerned. The leaders 

of the delegations might make very brief replies to the 

Prime Ki&ister's speech, and the method of further procedure 

(v/hich would have been agreed beforehand in informal 

discussions) would then be formally approved by. the 

delegations. 

5 . After these opening meetings with, the two sides we 

should proceed, I hope, on the next day to meetings at 

which the delegatiojis would state their views and put 

forward their suggestions for an equitable solution of 

the problem. 



6. Prom that the discussion with each side would proceed 


without intermission in whatever manner seems best. Apart 


from the discussions between us and each of the other 


parties, we should try. to encourage informal meetings between 


Jewish and Arab representatives. Only when our soundings 


have proceeded some way shall we be able to decide (a) whether 


there is any chance of turning the discussions into a formal 


conference of the three parties, and (b) whether and when 


we should produce our own proposals for a solution of the 


problem. "7e should of course endeavour throughout to guide 


the discussions in the direction of our proposals. '7e 


should keep a fairly firm guiding hand o-: the proceedings.. . 


PUBLICITY. 


7. I propose the following arrangements regarding publicity 


for the proceedings of the Conferences: 


(a) Thci a Ministershould be in charge of publicity 

arrangements for the Conferences and should be assisted 

by a Principal Press Officer. (If my colleagues agree-, I 

would be prepared, to undertake this duty myself.) 

(b) That the Press should be excluded.,.from Conference 


meetings. 


(c) That brief communiques should be issued at the" 


conclusion of each meeting. 


(d) That the Minister should give, "background talks" 


to the Press at frequent but elastic intervals. 


(e) That the principal Press Officer, assisted by 


the Departmental Press Officers, should be available to see 


the Press, in the periods between the MinisterIs back

ground talks, on such aspects of the proceedings as the 


Minister might think fit. 




8, /hllst it may be a counsel of perfection to suggest 


that the individual Arab and Jewish delegates will be able 


to refrain from talking to the ..jress, we should endeavour 


to secure the formal concurrence of the delegations in these 


arrangements and, if possible, to associate them with the 


Minister in charge of publicity through a Press Advisory 


Committee or Committees representative of the delgc-tions. 


It would also be desirable, both on the arrival.j?£..£he"""' 


individual delegates and at the opening meetings, to ask 


them to concur in a general undertaking to treat the official 


discussions as confidential and to refrain from giving the 


Press controversial material during the Conferences. 


ENTERTAINMENT. 


9. It is proposed that the delegates and their staffs 


should be the guests of His Majesty's Government whilst 


in London. This offer has been made to, and accepted by 


the delegations from the Arab otates. I understand also 


that it is likely to be accepted by the Jewish delegation. 


The offer will be made to the Palestinian delegation as 


soon as the composition of that delegation has been settled.' 


Arrangements are being made to accommodate the delegates 


at various hotels, and to extend to them the courtesies 


customary in the case of official guests. 


10. It may be that we shall find, when the delegations 


arrive, that-not only are they unwilling to meet together 


for business purposes, but that they would also not be 


prepared to come together if they are invited to the same 


official entertainment. But we should be prepared to arrange 


an early general reception by His Majesty's Government at 


Lancaster House for both the Arab and the Jewish delegations. 


In addition, we might prepare for two Government luncheons, 


one to all the Arab representatives and the other to all 


"the Jewish representatives and for various private luncheon or 


dinner parties to small numbers of the Palestinian Arab and 


the Jewish delegations. 




SUMMARY. 


11.	 My proposals may "be summarised as follows^-


PROCEDURE. 


(a) Separate meetings with the Jews and ^.rabs at the 


outset. 


(to) An opening meeting with, each side in St. James1 


Palace as soon as possible after tbeir arrival, comprising 


a general address toy the Prime Minister and very "brief replies 


toy the heads of delegations. 


(c) Procedure after that to toe settled in informal 


talks with the Aratos and Jews on their arrival. 


PUBLICITY. 


(d) A United Kingdom Minister to toe responsltole for 


publicity, assisted toy a principal Press Officer. 


(e) If possible, the ^rato and Jewish delegations to 


toe associated with this arrangement through a Press ^..\visory 


Committee or Committees. 


(f) The formal discussions to toe confidential, but 


brief agreed communiques and background talks by the 


Minister or principal Press Officer to be given to the Press. 


ENTERTAINMENT. 


(g) Preparations to be made for a possible official 


reception for both sides; two separate official luncheons 


for the A-rab and Jewish sides, respectively; and for small 


luncheon or dinner parties for members of the Palestinian Arab 


and Jewish delegations to be given by private individuals. 


(Intd.) M.M. 


Colonial Office, S.W.I., 


24th January, 1939. 
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CONCLUSIONS of a Meeting of the Cabinet 

held in the Prime Minister's Room 

House of Commons, S..W.1.,, on Wednesday, 

1st February, 1939, at 5.0-p.m. 


P R E S E N T :-


The Right Hon. Neville Chamberlain, M.P., 

prime Minister. (In the Chair). 


The Right Hon. 

Sir John Simon, C C S  . I., 

G.C.V.O., O.B.S., K.C., M.P., 

Chancellor of the Exchequer. 


The Right PI on. 

Sir Samuel Hoare, Bt. , C C S . I., 

G.B.E., C.M.G. , M. P., Secretary 

of State for Home Affairs. 


The Right Hon. 

Sir John Anderson, G.G.B., 

C C S . I . , G.C.I.E., M.P., 

Lord privy Seal. 


The Most Hon. 

The Marquess of Zetland, 

C C S  . I., G.C.I.E., Secretary 

of State for India. 


The Right Hon. 

The Earl Stanhope, K.G., D.S.O. ,

M.C., First Lord of the Admiralty. 


The Right Hon. 

Sir Kingsley Wood, M.P., 

Secretary of State for Air. 


The Right Hon. 

Oliver Stanley, M.C., M.P*, 

President of the Board of Trade. 


The Right Hon. 

Ernest Brown, M . C , M.P., 

Minister of Labour. 


The Right Hon. 

Lord Maugham, 

Lord Chancellor. 


The Right Hon. 

The Viscount Halifax, K.G. , 

G.CS.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. 

W. S. Morrison, M.C., K.C., M.P. , 

Chancellor-of the Duchy of 

Lancaster. 


The Right Hon. 

L. Hore-Belisha, M.P., 

Secretary of State for War. 


The Right Hon. 

John Colville, M.P., 

Secretary of State for Scotland. 


The Right Hon. 

Walter Elliot, M.C., M.P., 

Minister of Health. 


The Right Hon. 

E.L. Burgin, M.P., 

Minister' of Transport. 


Mr. s.E. Bridges, K. C.B., M.C Secretary. 


* Present for Conclusion 1 and part of Conclusion 2 only. 


/ In the chai1 , for part of Conclusion 2 and Conclusion 3 to end. 
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FOR WAR 


) PEACE 

DEPOSES. 


P r e v i o u s 
H e f e r e n c e : 
Cabinet 5 
(39), C o n 
c l u s i o n 1 0 ) , 

1 I £ 

1 B The Cabinet resumed their discussion on 


the subject of Camps for v/ar and Peace Lurposes, 


which had been adjourned at the Meeting the same 


morning, and again had before them the Joint Memo

randum by the Lord Privy Seal, the Secretary of 


State for Scotland, the i. resident of the Board of 


Education and the Minister of Health (CP,-22 (39)). 


THE MINISTER OP HEALTH said that, quite apart 


from the uses to v/hich these camps would be put 


for holiday purposes, he thought the proposal was 


essential to the success of the evacuation scheme. 


In addition to the evacuation of children, there was 


also the problem of persons who would arrange their 


own evacuation. Again, the hospital accommodation 


required in emergency could only be provided if a 


large number of hutments were set up0. It was better 


that the extra accommodation should be used in peace 


rather than that it should stand idle. He also . 


referred to the proposal, which had been approved in 


connection with the housing of persons whose houses 


were destroyed by air bombardment, for a special 


Corporation to carry on emergency reconstruction. The 


setting up of a central organisation to deal with 


emergency hutting and the accumulation of material 


for this purpose would be of great value. His 


main conclusions were, first, that some provision 


of hutting should be made this year: secondly that 


the hutments built should be put to a suitable use 


in peace: thirdly., that the terms on which the 


hutting should be provided might be further investi

gated. He was influenced in this matter by the 


vast extent of the destruction which would result 


from air bombardment on the Air Ministry calculations. 




1T-.1, SECRETARY OF ST..TE FOR HOME AFFAIRS thought 

that It would, help the Chancellor of the Exchequer 

if - A r e Exchequer contribution was limited to a capital 

contribution, and that persons who attended camps 

were asked to pay a charge which covered the whole 

maintenance costo He xvas satisfied, however, that 

the public were intensely interested in the provision 

of camps and would expect developments in tiiife matter 

to be followed upft 

THE PRIME MINISTER thought that there was some 


danger of considering the use of camps in connection 


with too many purposes,, For example, the evacuation 


of children, the accommoclation of persons whose houses 


had been destroyed, hospital accommodation in emergency 


and holiday camps, had all been mentioned?. Further-, 


the number of persons who would be accommodated in 


these camps was trivial in comparison with the 


evacuation problem as a wholeo He thought that the 


camps problem should, be limited for the time being to 


billeting children and perhaps their mothers, and. that 


the possible uses of camps should not be pitched too 


highe. 


THE LORD PRIVY SEAL said that his interests in 


this matter arose from the problem of evacuation. 


Any contribution to this difficult problem was not 


to be despised. He had first taken the line that 


until he was in a position to formulate his immediate 


defence requirements, he was not in a position to deal 


with an item Like camps, which "formed part of the 


long-term programmes He had . however, reached the 
s


conclusion that the provision of camps, even if on a 


somewhat small scale relatively to the whole problem, 




would be of great assistance in making the evacuation 


problem work smoothly. The persons on whom the 


refugees were to he billeted were uneasy at the 


prospect, and no scheme of evacuation would be complete 


unless special places were available to which refugees 


who behaved in an undisciplined, fashion in billets 


could be sent. There was also the argument that, when 


we were spending so much money on defence purposes it 


was attractive to find an item of expenditure which 


had a peace-time use. He felt sure that if the 


Government threw their mantle over this scheme for 


camps, private enterprise would do a great deal more 


to help. 


In regard to maintenance, he agreed that it was 


wrong in principle that the State should bear any 


cost of the annual maintenance charge of holiday 


camps. In regard to school camps the position was 


different, since the State was empowered under the 


existing statutory authority not merely to pay 50 


per cent, of the capital expenditure, but also 


to pay a grant at the rate of 50 per cent, for camps 


for secondary schools, and 25 per cent, in the case 


of camps for elementary schools. From one point 


of view it could be said that what was now proposed 


amounted to no more than the Government undertaking, 


on behalf of the Local Authorities, what the Local 


Authorities already had power to do but had not done. 


THE PEII/I3 im-TISTEPv was not clear that camps erected 
under the Lord Privy Seal's proposals would be used 
as part of regular school arrangements, in the same way 
as camps erected by Local Authorities under their 
existing statutory powers. 



In further discussion, several Ministers expressed 


the vie?/ that the details of the scheme might perhaps 


be further considered. 


THE SECRETARY OF b'T',-TE FOR SCOTLAND said that the 


scheme would be helpful from the Scottish point of 


view, particularly in regard to their overcrowding 


problems, if suitable sites could be found in relation 


to the big Scottish cities. 


THE PRIME MINISTER said that he was ready to see 


an experiment made in regard to the position of camps. 


He thought a case could be established lor setting up 


camps to supplement the facilities at present available 


for persons evacuated, particularly children^ If 


arrangements could be made for the camps to be used in 


peace-time, that was all to the good. Further, there 


would be some grounds for a subsidy if it could be show 


that a camp which was-erected,..for the double purpose 


of a peac,e.-time camp and a . camp-for war-time refugees 


would cost more than a camp erected as for peace-time 


purposes only. But he felt considerable doubts as to 


any scheme for subsidising holiday camps. He was also 


opposed to any attempt to.,.ge.t a specific number,p£Lcamp 


built by August, which he thought was likely to result 


in waste of money. 


The Cabinet agreed:-


That the Chancellor of the Exchequer 

and the Lord Privy Seal should discuss 

further the proposals in C P . -22 (39), 

with, a view to submitting to the 

Cabinet a revised scheme, designed to 

test the possibilities of camps, and. 

taking into account the points raised 

in discussion. 




NATIONAL 

SERVICE 

VOLUNTEERS. 


Pay for 

y/hole-time 

Service of, 

in Time of 

far. 

(Previous 

reference: 

Cabinet 57 

(33) Con
clusion 12), 


2. The Cabinet had under consideration a Memorandum 


hy the Lord Privy Seal (C.P.-26 (39)) recalling that 


on December 20th last he had stated in the House of 


Commons that information would be supplied to intending 


volunteers regarding the terms of their employment in 


civil defence, whether part-time service or Y/hole

time service, and proposing that he should now be 


authorised to announce that the rates of pay at 


present contemplated for whole-time service during war 


in civil defence were 60/- a week for a man and 


40/- a week for a woman. 


THE LORD PRIVY" SEAL said that an announcement 


on this matter was now overdue and could not be 


delayed. The pay of the one important branch of the 


Civil Defence, namely, the Police War Reserve had 


already been fixed at 60/- a week with a rental 


allowance if the man was unable to live at home. 


This decision involved the grant of the same rate of 


pay to Auxiliary Firemen employed on a whole-time 


basis. It remained to consider the other categories 


of A.R.P. volunteers who had been employed whole-time 


in war. He had at first thought that it would be 


possible to fix a slightly lower rate, but he had come 


to the conclusion that it was impossible to admit a 


difference in value, which could be measured at a 


shilling or two a week, between the various types of 


service to be rendered by whole-time volunteers during 


-
a war. As regards women, the best analogs'  was the 


V.A.D. and payment of £2 a week was proposed. 


The Lord Privy Seal added that he had seen 


representatives of the T.U.C on this matter some 


ten days ago. Mr. Bevin had protested vigorously at 




the proposed rate of 60/-, which he said was not 


reasonable for men with responsibility. Nevertheless, 


the Lord Privy Seal believed that the rate of 60/

would be acquiesced in, particularly if it was 


possible to settle terms of compensation for those 


injured in the course of training in peace time, which 


the T.U.C. would regard as reasonable. 


The Lord Privy Seal concluded that, in his view 


on the whole 60/- was not an unreasonable rate for 


the type of person he had in mind, and he was quite 


clear that any lower rate would stand no chance of 


acceptance. 


THE CHANCELLOR OF THE EXCHEQUER said that he 


agreed with this proposal, but he hoped that the Lord 


Privy Seal would announce the 60/- as a flat all-in rate P 


and would make no reference to the proposed rental 


allowance of 6/- a week in certain cases. 


THE LORD PRIVY SEAL said that in a sudden 


emergency, it might be necessary to transfer people 


to other areas, and that if no arrangements could be 


made for accommodation, it would be necessary to 


make some Concession by way of rental allowance. 


But he proposed to make no reference to this matter 


for the time being. 


THE SECRETARY OF STATE FOR AIR said that the' 


comparable rate for a man of the lowest rank of the 


Auxiliary Air Force was 58/1, and he thought that the 


jrate now proposed might cause some difficulties to 


the Auxiliary Air Force, particularly if a 6/- rental 


allowance was paid on top of the 60/- flat rate in 


provincial centres. 




THE SECRETARY OP STATE FOR WAR said that, 


without wishing to take a narrow view of the matter, 


it was necessary to pay regard to the possible 


repercussions of this proposal. He compared the 


rate proposed with the rate payable to a single 


private in the Territorial Army of 47/3. In regard 


to women, the Army had arranged to pay two-thirds of 


the rate payable to single men which would be less 


than the A.R.P. rate. Men employed in the Ordnance 


Factories would receive 42/- to 55/- a week, and in 


war time they would be required to stay at their 


work in the national interest and would not be 


allowed to take employment as whole-time A.R.P. 


volunteers. In time of war, the whole nation would 


be called upon to do its duty and he thought that 


any suspicion that certain classes were receiving 


a higher rate of pay would give rise to bad feeling. 


THE LORD PRIVY SEAL said that the fact that 


the emoluments of the members of the Auxiliary Forces 


were assessed on an entirely different basis and 


included the provision of. many items in kind prevented 


the comparison from being as direct as had been 


suggested. ' 


(The Prime Minister at this point left the 

Meeting and the Chancellor, of the Exchequer 

took the Chair. ) 


The A.R.P. volunteers would include persons 


of all classes and it was not possible to find any 


direct industrial equivalent. The employees of 


local authorities were the nearest equivalent, and 


on that basis the rate of 60/- was not extravagant. 


Rightly or wrongly, comparison would be made, not 


with the Territorial Army, but with local authority 


employment. 




THE MINISTER OP LABOUR said that the rates of 


Local Government Servants had been fixed as the result 


of a number of delicate negotiations on Joint 


Industrial Councils, and he was satisfied that the 


rate now proposed was not unreasonable. 


THE PRESIDENT OP THE BOARD OP TRADE said that 


it was distasteful to contemplate the fact that the 


outbreak of war would mean for a certain number of 


people a considerable increase in remuneration, 


notwithstanding the sacrifices which others would be 


called upon to face. 


THE SECRETARY OF STATE FOR WAR said that he 


would like to suggest that the rate paid should be 


based on the rate of the Territorial Force, namely 


47/1 for a single man and 58/1 for a married man with 


one child. If this did not produce a sufficient 


volume of recruits, the whole question of National 


Service would have to be examined again. 


THE LORD PRIVY SEAL repeated that he had hoped 


to be able to accept the rate of 57/6, but he was 


satisfied that such a proposal would only involve 


serioufe trouble with organised labour. 


In reply to THE CHANCELLOR OF THE DUCHY OF 


LANCASTER, THE LORD PRIVY SEAL said that the rate 


proposed for women A.R.P. whole-time volunteers did 


not affect the Women's Land Army, and that this point 


would be made clear in any statement which was issued. 


After further discussion, in the course of which 


the Secretaries of State for War and Air expressed the 


fear that the adoption of the rates now proposed 


might result in their having to ask for increases in 


the Auxiliary Forces, the Cabinet agreed: 




(1)	 That the Lord Privy Seal should have 

authority to make a general announcement 

that the rates of pay contemplated for 

whole-time service during war in Civil 

Defence were 60/- a week for a man and 

40/- a week for a woman: 


(S)	 That it would he made clear that this 

was the Government's present intention 

which must he subject to any later 

decisions of the Government of the day 

when the occasion of the whole-time 

service arises: 


(3)	 That no reference should he made in the 

proposed announcement to the proposal 

to pay rental allowance in circumstances 

where a man with dependants in one of 

the civil defence services is called 

upon to serve away from home. 




ILDING 
CIBTIBS 
II.. 

ious 

fe rence: 
e

t inet 59 


r e V 


a


38), Con
lusi on 10. ) 

F . R c o n c l u s i o n s


1
1 

3. The Cabinet had tinder consideration a 


Memorandum by the Secretary to the Home Affairs 


Committee (H.A.-1 (39)) covering a further revised 


draft of the Building Societies Bill, dated 24th 


January, 1939, together with the following 


 thereon by the Committee of Home Affairs 


(H.A.C. 1st Conclusions (39)):

(l) In the event of a Judgment	 unfavourable 

to the existing practice of Building 

Societies being delivered in the Borders 

case, to authorise (without further 

reference to the Cabinet) the introduction 

forthwith in the House of Commons of the 

Building Societies Bill in the form of 

the draft annexed to H.A.-1 (39), 

subject to any drafting or other minor 

alterations that may be found necessary 

or desirable. 


(2) In the event of the Judgment delivered in 

the Borders case not being such as 

seriously to interfere with Building 

Society practice, and of it being 

nevertheless desired to proceed with 

the Building Societies Bill, it was 

agreed that it would be necessary to 

obtain further authority from the Cabinet. 

The view of the Home Affairs Committee 

was that, in the event referred to, it 

would still remain desirable to pass the 

Building Societies Bill into law at as 

early a date as practicable. 


THE LORD CHANCELLOR said that it now appeared 


that Judgment in the Borders case might be delivered 


on some grounds other than that the practice of the 


Building Society in question had been ultra vires. 


Nevertheless, he and his colleagues concerned in 


this matter were satisfied that the Building 


Societies had been acting in ways which were ultra 


vires, and that it was desirable that the Bill which 


had been drafted should be introduced, even if the 


Judgment in the Borders case did not seriously 




interfere with building society practice. This 


.view was shared by the representatives of the 


Associations for Building Societies who had been 


consulted. 


THE SECRETARY OF STATE FOR AIR agreed with 


the course proposed. 


THE PRESIDENT OF THE BOARD OF TRADE said that, 


if legislation on this matter was no longer a matter 


of urgency, he hoped that the claim of the Bill to a 


place in a very crowded programme would be considered 


on its merits, in relation to other urgent legislation. 


THE LORD CHANCELLOR thought that, in order 


to avoid serious disturbance in the Building Industry, 


it might be desirable that the Bill should be 


presented, even if it could not be passed into 


legislation in the current session. 


The Cabinet agreed:

(l) In the event of the Judgment	 delivered 

in the Borders case not being such as 

seriously to interfere with Building 

Society practice, to give authority for 

the presentation of the Building Societies 

Bill if this course is thought desirable, 

without further reference to the Cabinet. 


(2)	 That,-.in view of the difficulty, of finding 

time for-this Bill, in the House -of Commons 

owing to the congested state of business 

in that House, consideration should be 

given to the desirability of introducing 


. the Bill in the House of Lordso 




THE OFFICIAL 4. The Cabinet had. before them a Memorandum by 

SECRETS 

BILL. "the Home Secretary (II.A. -5 (39)), covering the 


draft Official Secrets Bill, the object of which was 

(previous 

Reference: to amend Section 6 of the Official Secrets Act, 1920, 

Cabinet 2 

(39), Con- and in particular to restrict the operation of that 

elusion 10). 


Section to cases where there was a reasonable ground 


for suspecting that an offence under Section 1 of the 


Official Secrets Act, 1911, had been committed; 


together with the following recommendations to the 


Cabinet thereon by the Committee of Home Affairs 


(H. A. C. 2nd Conclusions (39), Minute 2 ) : 
"(l) To authorise the introduction forthwith 


of the Official Secrets Bill in the 

form of the draft annexed to H.A.-5 (39), 

subject to any drafting or other minor 

alterations that may be found necessary 

or desirable: 


(2) To authorise	 the Home Secretary to settle 

the question whether the Bill should be 

introduced in the House of Lords or the 

House of Commons, in consultation with 

the parliamentary Secretary to the 

Treasury." 


After the HOME SECRETARY had explained the 


purpose of the Bill the Cabinet approved the 


recommendation of the Home Affairs Committee set 


out above. 
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5. The Cabinet had under consideration a 
PEER AND 

GAME 


pland) Memorandum by the Secretary of State for Scotland 


(H.A.-4 (39)) covering the draft Deer, and Ground Game 


(Scotland) Bill, the principal object of which was to 


rious make provision as regards Scotland for the prevention 

Irence: 

et 2 (59), of damage to crops by deer or rabbits: together with 


llusion 12). 

the following recommendation to the Cabinet thereon 


by the Committee of Home Affairs (H.A.C&2nd Conclusions, 


Minute 4 ) : 

"To authorise the introduction forthwith in 

the House of Lords of the Deer and Ground 

Game (Scotland) Bill in the form of the 

draft annexed to H.A.-4 (39), subject to 

any drafting or other minor alterations 

that may be found necessary or desirable." 


The Cabinet approved the above recommendation 

of the Home Affairs Committee. 




10 OF LIBEL 
BILL. 
(Previous
reference i 
Cabinet 60 
(38), Con
cluaion SO). 

r o
A o 

6, THE LORD CHANCELLOR said that as indicated 


in the conclusion noted in the margin he had 


consulted a number of eminent lawyers on this matter. 


They were all of the opinion that the Bill was a 


very bad Bill indeed. There was nothing right about 


it although there were a few proposals that went in 


the right direction. The object of the Bill was 


to protect the newspapers from having to pay 


substantial damages in libel actions. 


. - At the same time, it was generally agreed, 


among lawyers that the Lav/ of Libel was in an 


unsatisfactory state and that its reform should be 


tackled. He would, therefore, like authority to 


appoint a Committee to consider the matter. He 


thought that owing to the technical nature of the 


subject, the Committee should consist largely of 


lawyers. 


Discussion then turned to the attitude to be 


adopted by the Government to this Bill on Friday 


the 3rd February. It was thought that the Bill 


which was first business on Friday (the Charitable 


Collections (Regulations) Bill) might be disposed 


of early. It was clear that there would be plenty 


of opposition to the Lav/ of Libel Amendments Bill 


but the closure might be applied. 


In discussion the view was expressed that, 


while the Cabinet would do well to set up a Committee 


to consider this matter, the membership should not 


be restricted to members of the legal profession. 


It was also suggested that it might be desirable to 




approach the proposer of the Bill and indicate the 


lines that the Government proposed to adopt. 


The Cabinet agreed 

that the Government Spokesman 

should indicate that the 

Government felt obliged to oppose 

the Bill, as they did not regard 

it as dealing with the subject 

satisfactorily. At the same time 

they recognised that the subject 

was one which was in need of 

substantial reform and they proposed 

to appoint a strong Gommittee to 

report on the subject. 




VOLUNTARY 

HOSPITAL S 

(RELIEF FROM 

RATING) BILL. 


(Previous 

reference: 

Cabinet 60 (38), 

Conclusion Si), 


7, The Cabinet had under consideration the 


Voluntary Hospitals (Relief from Rating) Bill, 


introduced in the House of Commons by a Private Member 


and down for Second Reading on Friday, 3rd February, 


1939, 


The Cabinet agreed 

that in the unlikely event of this Bill 

being discussed the Government Spokesman 

should oppose it. 




.0 MARRIAGE 

ILL. 


revi ous 

efere nee: 

abinet 9
58), Oon
lusion 14)* 


8. The attention of the Cabinet was drawn te 


the Marriage Bill, introduced in the House of 


Commons by a Private Member and down for Second 


Reading on Friday, 10th February, 1959. 


THE SECRETARY OF STATE FOR SCOTLAND 


explained that it was hoped that this Bill was 


non-controversial, and that it had the support 


of the Scottish Office. 


The Cabinet agreed	 

that the Government Spokesman 

should supoort the Bill. 




THE CONSUMERS' 9. The Cabinet had under consideration the 

COUNCIL BILL. 


Consumers' Council Bill, introduced in the House 


of Commons by a Private Member and down for Second 


Reading on Friday, 10th February, 1939. 


THE PRESIDENT OF THE BOARD OF TRADE 


explained that this Bill sought to confer on 


the Board of Trade compulsory powers,-.to-obtain

information and to regulate prices. The Bill, 


which was on much the same lines as one which 


had been introduced by the late Mr. William 


Graham, when President of the Board of Trade, 


should be opposedo 


THE CHANCELLOR OF THE DUCHY OF LANCASTER 


pointed out that investigation into the costs of 


distribution of agricultural products-was. jpart 


of -the Government policy, and that it might be 


desirable that the-Gove-rnment. Spokesman should bear 


this point in mind. 


The Cabinet agreed 
that the Government Spokesman 

should oppose the Bill. 




I 

yHS INSURANCE 

OF BRITISH 

SHIPPING IN 

yjME OF WAR. 


FTR,	 10(3*7) 3. 

10. THE PRESIDENT OF THE BOARD OF TRADE referred to 


a Report of the British Shipping War Risks Organising 


Committee (C.I.D, Paper No. 1511-B) which had been 


circulated to the Committee of Imperial Defence. In the 


absence of any meeting of the Committee of Imperial 


Defence that week he felt bound to bring this matter to 


the notice of the Cabinet. The policies of the War 


Risks Associations expired on the 20th February, and it 


was very desirable in the interests of the Government 


that the new policies to be issued on the 20th February 


next should be drawn in accordance with the terms of 


the draft agreement attached to this report. 


The Cabinet agreed	 

that the President of the Board of 

Trade should have authority to inform 

the War Risks Associations that in the 

event of an emergency breaking out 

after the 20th February next, the 

Government will give effect to the 

arrangements in the new draft agreement, 

and not to those in the less satisfactory 

temporary Emergency Agreement of 1935. 


Richmond Terrace, S.W.I., 


1st February, 1939. 
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Meeting of the Cabinet to be held at No. 10 Downing 

Street, S.W.1., on WEDNESDAY, 1st FEBRUARY, 1939,. 


at 11.0 a.m. 


AGENDA. 


1. FOREIGN AFFAIRS. 


Anglo-German Relations: The Position of Holland. 


(Reference Cabinet 2 (39) Conclusion 1 (5)). 


Report by Foreign Policy Committee. 

CP.' 3 (39) - circulated herewith. 


2.	 PALESTINE. 


(Reference Cabinet 2 (39) Conclusion 5 ) . 


Report by Cabinet Committee. 

C P . 29 (39) - to be circulated. 


3. CZECHOSLOVAKIA (FINANCIAL ASSISTANCE) BILL. 


(Reference Cabinet 50 (38) Conclusion 4 

and Cabinet 60 (38) Conclusion 8), 


Memorandum by the Chancellor of the Exchequer. 

C P . 24 (59) - circulated herewith. 


Memorandum by the Financial Secretary to the Treasury, 

covering draft Bill. 


H.A. 6 (59) - circulated herewith. 


2nd Conclusions (59) of Committee of Home Affairs	 - to 

be circulated. 


4 .	 THE FLEET AIR ARM.

(Reference Cabinet 55 (38) Conclusion 2A). 

Memorandum by the First Lord of the Admiralty. 
C P . 15 (59) - already circulated. 
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5.. HOLIDAY GAMPS AND EVACUATION. 


Joint Memorandum "by the Lord Privy Seal, the Secretary 

of State for Scotland, the President of the Board of 

Education and the Minister of Health. 


C P .	 22 (39) - circulated herewith. 


6. VOLUNTEERS FOR CIVIL DEFENCE SERVICES: PAY AND COMPENSATION OF. 


(Reference Cabinet 57 (38) Conclusion 12). 


Memorandum by the Lord Privy Seal. 

C.P.	 26 (39) - circulated herewith. 


7. SAFETY IN COAL MINES. 


Memorandum by the President of the Board of Trade. 

C P . 15 (39) - circulated herewith. 


8. CONCLUSIONS OF HOME AFFAIRS COMMITTEE. 


1st Conclusions (39) of Committee of Home Affairs	 
circulated herewith. 


(a) Building Societies	 Bill. 


(Reference Cabinet 59 (38) Conclusion 10). 


Statement by the Lord Chancellor. 


Note by the Secretary to the Home Affairs Committee, 

covering draft Bill. 


H.A. 1 (39) - already circulated. 


2nd Conclusions (39) of Committee of Home Affairs	 - to 

be circulated. 


(b; Official Secrets Bill. 


(Reference Cabinet 2 (39) Conclusion 10). 


Memorandum by the Home Secretary, covering 

draft	 Bill. 


H.A. 5 (39) - circulated herewith. 


(c) Agriculture (Amendment) Bill. 


(Reference Cabinet 58 (38) Conclusion 11). 


Joint Memorandum by the Minister of agriculture and 

Fisheries, -the Secretary of State for Scotland 

and the Secretary of State for Home Affairs, 

covering draft Bill. 


H.A. 2 (39) - circulated herewith. 


(d) Deer and G-round Game (Scotland) Bill.. 

(Reference Cabinet 2 (39) Conclusion 12). 


Memorandum by the Secretary of State for Scotland, 

covering draft Bill. 


H.A. 4 (39) - circulated herewith. 
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5. HOLIDAY CAMPS AND EVACUATION. 


Joint Memorandum by the Lord Privy Seal, the Secretary 

of State for Scotland, the President of the Board of 

Education and the Minister of Health. 


C P .	 22 (39) - circulated herewith. 


6. VOLUNTEERS POP CIVIL DEFENCE SERVICES: PAY AND COMPENSATION OF. 


(Reference Cabinet 57 (38) Conclusion 12). 


Memorandum by the Lord Privy Seal. 

C P .	 26 (39) - circulated herewith. 


7. SAFETY IN COAL MINES. 


Memorandum by the President of the Board of Trade. 

C P . 15 (39) - circulated herewith. 


8. CONCLUSIONS OF HOME AFFAIRS COMMITTEE. 


1st Conclusions (39) of Committee of Home Affairs	 
circulated herewith. 


(a) Building Societies	 Bill. 


(Reference Cabinet 59 (38) Conclusion 10). 


Statement by the Lord Chancellor. 


Note by the Secretary to the Home Affairs Committee, 

covering draft Bill. 


H.A. 1 (39) - already circulated. 


2nd Conclusions (39) of Committee of Home Affairs	 - to 

be circulated. 


(b; Official Secrets Bill. 


(Reference Cabinet 2 (39) Conclusion 10). 


Memorandum by the Home Secretary, covering 

draft	 Bill. 


H.A. 5 (39) - circulated herewith. 


(c) Agriculture (Amendment) Bill. 


(Reference Cabinet 58 (38) Conclusion 11). 


Joint Memorandum by the Minister.of agriculture and 

Fisheries, the Secretary of State for Scotland 

and the Secretary of State for Home Affairs, 

covering draft Bill. 


H.A. 2 (39) - circulated herewith. 


(d) Deer and Ground Game (Scotland) Bill.. 

(Reference Cabinet 2 (39) Conclusion 12). 


Memorandum by the Secretary of State for Scotland, 

covering draft Bill. 


H.A.	 4 (39) - circulated herewith. 
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9.	 PRIVATE MEMBER'S BILLS. 


For Friday, 3rd February, 1959. 


(a) Charitable Collections (Regulation) Bill. 

Second Reading. (Mr. Craven-Ellis (C)). 


(Already disposed of: 

Reference Cabinet 60 (58) Conclusion 19). 


(b) Law of Libel (Amendment) Bill. Second . 

Reading. (Sir Stanley Reed (C)). 


(Already disposed of: 

Reference Cabinet 60 (58) Conclusion 2 0 ) . 


(c) Voluntary Hospitals	 (Relief from Rating) 

Bill. 


Second Reading. (Mr. Herbert Williams (C)). 


(Reference Cabinet 60 (58) Conclusion 21).. 


For Friday, 10th February, 1959. 

(a) Marriage	 Bill. Second Reading. 


(Mr. Anstruther-Gray (C)). 


(Reference Cabinet 9 (58) Conclusion 14). 


(b) Consumers' Council	 Bill. Second Reading. 

(Mr. Woods (La.)). 


(c) Contraceptives	 (Regulation) Bill. Adjourned 

debate on Second Reading. (Mr. Simmonds 

(0)). 


(Already disposed of; 

Reference Cabinet 59 (58) Conclusion 14). 


(Signed) E.E. BRIDGES. 


Secretary to the Cabinet. 


ichraond Terrac e, S. W. 1., 


27th January, 1959. 
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C A B I N E T JT(39)o 

Meeting of the Cabinet to be held at No. 10, Downing 

Street, S.W.I., on THURSDAY, 2nd FEBRUARY, 1939, 


at 11.0 a.m. 


A G E N D A . 


1.	 THE. STATE OF PREPAREDNESS OF THE ARMY IN RELATION TO ITS 

ROLE. . 


(Reference Cabinet 53 (38) Conclusion 2B(ix)). 


Memorandum by the Secretary of State for War. 

C P . 27 (39) - circulated herewith. 


Note by the Minister for Co-ordination of Defence 

covering Report by the Chiefs of Staff Sub-Committee. 


C P  , 28 (39) - to be circulated. 


2 * DEFENDED PORTS ABROAD; ANTI-AIRCRAFT DEFENCESi GIBRALTAR, 

MALTA AND ADEN. 


(Reference Cahinet 53 (38) Conclusion 2B(i)). 


Note by the Minister for Co-ordination of Defence, 

covering extract from draft Minutes of the 545th 

Meeting of the Committee of Imperial Defence, together 

with Memorandum by the Joint Oversea and Home Defence 

Committeeo 


C P . 25 (59) - circulated herewith. 


Memorandum by the Secretary of State for Ware 

C P . 30 (39) - to be circulated. 


Memorandum by the Secretary of State for Air. 

C P  . 31 (39) - to be circulated. 


IF TIME PERMITS;

3.	 SUPPLY ORGANISATION IN WAR. 


(Reference Cabinet 51 (38) Conclusion 2 ) . 


Note by the Minister for Co-ordination of Defence, 

covering extract from draft Minutes of the 345th 

Meeting of the Committee of Imperial Defence, together 

with Memorandum by the Minister for Co-ordination of 

Defence. 


C P  . 23 (39) - circulated herewith, 


(Signed) E.E, BRIDGES. 


Secretary to the Cabinet. 


Richmond Terrace, S.W.1., 


January 27th* 1939. 
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G A B I N E T 5 (89). 


CONCLUSIONS of a Meeting of the Cabinet held 

at 10, Downing Street, S.Y/.1., on Thursday, 


2ND FEBRUARY, 1939, at 11.0 a.m. 


PRESENT . 


The Right Hon. Neville Chamberlain, M.P., 

Prime Minister. (In the Chair). 


le Right Hon. 

Sir John S irnon, G. C. S. I., 

G.C.V.O.., O.B.E., .M.C., M.P., 

Chancellor of the Exchequer. 


ie Right Hon. 

Lord Maugham, 

Lord Chancellor. 


e. Right Hon. 

The Viscount Halifax, K.G., 

G.C.S.I., G.C.I.E., Secretary 

of State for Foreign Affairs. 


e Right Hon. 

Sir Thomas Inship, C.B.E., 

K.C., M.P., Secretary of 

State for Dominion Affairs. 


"e Right Hon. 

Malcolm MacDonald, M.P. , 

Secretary of State for the 

Colonies. 


e Right Hon. ^ 

The Lord stanhope, K. G. £ D. S. 0., 

M.C., First Lord of the Admiralty. 


e Right Hon. 

Sir Kingsley Wood, M.P. 

Secretary of State for Air. 


e Right Hon. 

Oliver Stanley, M.C., M.P., 

President of the Board of Trade. 


e Right Hon. 

Walter Elliot, M . C , M.P., 

Minister of Health. 


e Right Hon. 

E.L. Burgin, M.P., Minister 

of Transport. 


2.E. Bridges, Ko,G%B* , .M .0 . . . 


The Right Hon.. 

The Viscount Runciman, 

Lord President of the Concil, 


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, 


The Right Hon. 

Sir John Anderson, G.C.B., 

G.C.S.I., G.C.I.E., M.P., 

Lord Privy Seal. 


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. 

W.S. Morri son, I M C , K. C , 

1.1. Jr. , Chancellor of the 

Duchy of Lancaster. 


The Right Hon. 

L. Hore-Belisha, M.P., 

Secretary of State for war-


The Right Hon. 

John Colville,fcI.P.,

Secretary of State for 

Scotland. 


The Right Hon. 

The Earl De La Warr, President 

of the Board of Education. 


The Right Hon. 

Ernest Brown,'M.C., M.P., 

Minister of Labour. 


The Right Hon. 

Sir Reginald Dorman-Smith, MJi, 

Minister of Agriculture 

and Fisheries. 


Secretary. 




CABINET 5(59). 


Conclusions of a Meeting of a Cabinet 

held on Thursday, 2nd February, 1959, 


at 11. 0 a. m.. 


CONTENTS, 


Conclusion Subject. Page. 

lib. 


1* THE CABINET. 


Y/elcome to the new Minister 


of Agriculture. 1. 


8 *	 INTSRNATIONAL SITUATION. 


The Belgian attitude.	 2. 


3.	 THE ARMY-

State of Preparedness in 

relation to its Role. 3. 


4,	 . MEASURES TO ACCELERATE THE DESPATCH 

OF THE FIELD FORCE TO THE CONTINENT. 17. 


5.	 DEFENDED PORTS ABROAD. 


Anti-aircraft Defences. Gibraltar, 


Malta and Aden. IS. 


6.	 AGRICULTURE (AMENDMENT) BILL. 21. 


7.	 SUPPLY ORGAN ISATION IN WAR AND PEACE. 22. 


Richmond Terrace, S.v'. 1. 


3rd February, 1959. 




j2^43ABJNJ3T

(previous 

Reference: 

Cabinet 58 (38) 

Conclusion 1.) 


 1. THE PRIME MINISTER jsaid- that ha was sure 


^"Tiis-co lie agues were glad to see the Lord President 


of the Council among them again after his 


indisposition and that they would wish to welcome 


their new colleague the Minister of Agriculture and 


Fisheries, whom he congratulated on the success of 


the speech he had made in the House of Commons on the 


previous afternoon. 




THE INTER-

NATIONAL 

SITUATION. 


The Belgian 

Attitude. 


2. THE PRIME MINISTER read out a telegram 


which had just been received from the British 


Minister in Brussels (No. 4 from Brussels) 


reporting the reply received from Belgium in 


regard to the enquiry which had been made of 


the Belgian Government (See Cabinet 3 (39), 


Conclusion (5)(f)) 
a 




HB ARMY. 


tate of Pre
aredness -of,' 

n relation 

o its Role. 


previous 

reference: 


Cabinet 53 (38) , 

Conclusion 2B 

(ix)). 


3. The Cabinet had before them the following 


documents,on--the subject of the State of Preparedness 


of the Army in Relation to its Role:

(l) A Memorandum by the Secretary of State 

for War (CP,27 (39)) hL:Elating a 

Memorandum he had submitted to the 

Committee of Imperial Defence in 

December last, in which he stated that the 

General Staff wished formally to call 

attention to the fact that present 

arrangements would not permit the Army 

to meet satisfactorily or safely the 

responsibilities it might be called upon 

to discharge in accordance with its 

approved' role, and asked for certain 

modifications in the programme at a 

total estimated cost of £81 millions, as 

under: -


Estimated 

Cost. 


1. 	 Mobile Division to be 

organised into two smaller 

divisions. £5 millions. 


2. 	 First two regular divisions 

to be provided with full 

equipment and reserveso £13 millions. 


Second two regular 
divisions to be equipped 
as in 2 5 £11 millions. 

4. 	 Formation of two Colonial 

divisions out of existing 

non-field force units; and 

provided with equipment 

and reserves on a colonial 

scale. £11 millions. 


5 (a). Provision of war equip
ment and reserves for 4 

Territorial Infantry 

divisions. £50 millions. 


5 (b). Provision of the necessary 

training equipment for the 

remain^.07." of the Terri
torial Field Army. £ 1 1 millions. 


Total 	 £81 millions, 


The Committee of Imperial Defence referred 

this Memorandum to the Chiefs of Staff Sub-

Committee for examination and report. 


(2)	 A Note by the Minister for Co-ordination of 

Defence (CP.28 (39)) covering a Report by 

The Chiefs of Staff Sub-Committee furnished in 

accordance with the conclusions of the Gabinet 

Committee on Foreign Policy at a Meeting held 

on the 26th.January (F.P.(36) 36th Meeting, 

Conclusion (13)), in conjunction with the 

Memorandum by the Secretary of State for 

War referred to above. The Chiefs of Staff 

endorsed generally the Secretary of State's 

proposals0 
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THE SECRETARY OP STATS FOR WAR said that when 


he had first put forward proposals for the Role of 


the Army a year ago, he had been governed by the hope 


that we should not have to send land forces to the 


Continents The proposals which he had then formulated 


had therefore, been more restricted than those which he 


was now making* 


After the September crisis the Defence Ministers 


had been invited to put forward proposals to remedy 


gaps in our defences to the Committee on Defence 


Prograrrmes and Acceleration. Accordingly, a Paper 


had been prepared by the Chief of the Imperial General 


Staff in regard to deficiencies in the Army. That 


document had been submitted to the Committee, which had 


reached the conclusion that the Paper would more 


appropriately be dealt with by the Committee of Imperial 


Defence. He had himself revised the proposals preparedby 


the Chief of the Imperial General Staff, and had submitted a 


smaller scheme to the Committee of Imperial Defence. 


That Committee had decided that the proposals should be 


considered by the Chiefs of Staff Sub-Committee, and the 


Cabinet now had before them the Chiefs of Staffs1 Report 


( C P . 28 (39)). 


The Secretary of State for "War then went through 


this Report paragraph by paragraph, and drew attention 


to its salient points. He invited particular attention 


to the statements in paragraphs 15 and'^16 as to the attitude 


which Prance might in certain circumstances adopt in the 


event of a war on the Western front,-. 


In regard to paragraph 20 he emphasised that the 


General Staff were greatly perturbed lest the present 


state of affairs might result in our soldiers having to 


run undue end unnecessary risks if they were sent overseas 


as at present equipped0 




As regards the proposed Colonial'divisions, he 


emphasised that these divisions were at present 


using equipment which was part of what had teen provided 


for the Field Force. 


In paragraphs 26-29 the Chiefs of Staff in 


effect supported the whole of his proposals. 


He thought that his proposals must he regarded as 


modest.. It was the view of the Chiefs of Staff 


that it was essential that the Army should be properly 


equipped, and that the Field Force which we were at 


present authorised to prepare for service overseas 


was too small. 


It might be said that these proposals went 


beyond the proposals which he had made to the Cabinet 


a year ago; but he thought that it was necessary to 


regard the matter in a somewhat different light today. 


He also emphasised that his proposals were not intended 


to increase the size of the Army, but only to make 


effective the Army as it existed, today. As an exception 


to this statment, certain increases might be required 


for particular technical units, but suili increases 


had no relation to the present Paper. 


As regards the Territorial Army, there was no 


justification for leaving them without a full scale 


of training equipment. 


THE PRIME MINISTER said that when the Cabinet 


had discussed the role of the Army on previous 


occasions the-intention had been to provide an 


Army suitable for general purposes. For example, 


the Army might be required to serve in the Middle 


East, or, if need be, it might be despatched, to 


the Continent, But there was no intention that 




i t should be specially equipped for service on the 


Continent. The present paper proposed to alter that 


conception and to equip 4 divisions of the Regular 


Array and the mobile division (which it was proposed to 


split into two) on the Continental scale; a contingent 


of 4 Territorial Divisions was also to be equipped 


for Continental service. 


In addition, there was to be a Colonial Porce 


of 2 d-ivisions which was to be equipped for general 


service in any part of the world. He asked the 


Secretary of State for War whether this was a 


correct statement of the present intention, 


THE SECRETARY OP STATS POR WAR confirmed that 


this was the case. The 4 Regular divisions and the 


4 Territorial divisions would be equipped oh a 


modern scale and would be capable of serving anywhere. 


The main difference between the Continental scale 


and the scale required for service elsewhere lay in 


the increased reserves of ammunition which the former 


entailed. The 18 Battalions which it was proposed 


to organise into two "colonial" divisions comprised 


units outside the Regular Field Force, which it 


was proposed should be organised so as to fit them 


for minor campaigns. 


THE PRIME MINISTER said he thought that 


this was a rather new conception so far as our 


plans were concerned. 


The Prime Minister said that the 


Secretary of State for V/ar had described his 


proposals as modest. Far larger proposals could, 




of course, have been submitted,, At the same time, 


the total -jost of the items in the Secretary 


of State's paper amounted to £81 millions. No doubt 


the Chancellor of the Exchequer would deal with the 


financial side of the proposals. Speaking generally, 


he thought it was clear that an unanswerable case 


could be made out for increased armaments in every 


arm, if the financial aspect of the proposals was 


ignored. But finance could not be ignored since 


our financial strength was one of our strongest weapons 


in any war which was not over in a short time. The 


Chancellor of the Exchequer would, no doubt, say 


whether he thought that we could continue adding 


to defence expenditure at the rate of the last 


few months. As a former Chancellor of the Exchequer, 


the financial position looked to him extremely 


dangerous. In paragraphs 15 and 15 the Chiefs of 


Staff used the argument that, unless the French 


were satisfied with the extent cf our efforts, they 


could not be relied upon to carry out their 


obligations to come to our help in the event of a 


German attack on this country. The Prime Minister 


thought it was likely that as soon as the Staff 


Conversations started, the size of the land foroes 


which we could supply would at once arise. Por 


his part, he would greatly regret if Staff Con

versations took place on the basis of arguments 


whether each country was making their fair contribution, 


He thought that the discussion should take place 


rather on the line of how the combined resources of 


the two countries could best be utilised. Hitherto, 




owing to the great caution which had been exercised in 


Staff Conversations, there had never been any 


opportunity to approach the matter on these lines. If 


we now decided to talk more freely, we could disclose 


the whole position as we saw it, and it might be hoped 


that when the French knew the whole position, they would 


appreciate not only what a gigantic effort we had made, 


but also that in the common interest the best course 


might be that we should not attempt to expand our land 


forces o 


There was also the time factor. In the paper 


which the Secretary of State for War had circulated 


dealing with Measures to'Accelerate the Despatch of the 


Field Force to the Continent ( C P . 34 (39)), it appeared 


that under present arrangements a Field Force of 


4 Divisions and 1 mobile Division could not be assembled 


Overseas before the 52nd day of mobilisation. Certain 


measures were proposed to accelerate the position, but 


they- would take time to carry out. He thought that if 


the French were given the choice of 4 Divisions and a 


mobile Division available in 52 days and a smaller force 


available at an earlier date, they might be greatly 


influenced by the time factor. 


THE CHANCELLOR OF THE EXCHEQUER said that it 

PR, (o [-bet) ct. 

was necessary to include financial resources among our 


total available resources. In the year 1937-38, the 


Army Estimates (including moneys made available under the 


Defence Loans Act) stood, at £82 millions. The proposals 


which were now under discussion were therefore broadly 


equivalent to the whole cost of the Army in 1937-38, 


Next year the ,4rmy Estimates would stand at 


about £160 millions and the total for the three Defence 


Services would be over £500 millions. He (the Chancellor 
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of the Exchequer) entirely accepted the view that, in 


the present circumstances, there was no alternative but to 


use borrowing powers. It must be appreciated, however, 


that there were limitations to what we could borrow. It 


was already clear that the existing borrowing powers were 


inadequate and shortly he would be putting before hie colleagues 


proposals for doubling the existing borrowing powers. 


Further, it was clear that even this increase would not 


meet the aggregate defence needs over the 5 years to 


March, 1942. 


In the Budget for the Financial Year 1938-39, 


the Chancellor, said that he had provided for the largest 


sum ever provided 4a^by this country for defence,. The 


figure was £256 millions, or if provision for A,R,P* was 


included, £270 millions. Since then there had been a 


depression in trade and considerable falling off in the 


productivity of certain taxes. It is unlikely, therefore, 


that revenue would provide £270 millions in the current 


year as anticipated, and there would be a substantial 


Budget deficit. \ In the ensuing year there would be a 


vast gap to bridge between the sum available for defence 


from the Budget and a defence expenditure of over £500 


millions. Further, he was extremely anxious as to the 


position in later years. The peak year of defence 


expenditure was always receding, and under present plans 


the rate of defence expenditure in 1940-41 would exceed 


defence expenditure in 1939-40. Further, it was now 


becoming clear that the maintenance of the defence forces 


now being equipped would cost an annual figure far in 


excess of any figure which we had ever raised out of 


revenue to meet defence services. It would be 


substantially in excess of £300 millions a year. 


It v/as out of the question to conemplate borrowing 




m 


for a continuing annual charge. It was impossible to 


escape the conclusion that we were advancing to a position 


in which tJic- financial situation would get altogether out 


of hand. 


The Chancellor of the Exchequer also invited 


attention to two other considerations. A year ago, 


the Cabinet had very deliberately decided to work on the 


ration principle and had reached a conclusion that a total 


of £1650 millions should be made available for defence 


purposes^ The Minister for Go-ordination of Defence had 


been given the task of allocating this sum and in the 


process of allocation the sum had been somewhat increased. 


Since then matters had developed rapidly and it was clear 


that the total defence expenditure which we were now 


faced with over the five years, April 1937 to March 1942, 


enormously exceeded the total of a year ago.- Every addition,such 


as was involved in the proposals now made by the Secretary 


of State for War added to our already gigantic financial 


burden for defence. 


The Chancellor of the Exchequer did not dispute 


that the proposals submitted to the Cabinet that morning 


by the Secretary of State for War could properly be 


represented as both urgent and necessary. But had they 


any better claims to be so described than, for example, 


proposals in regard to further financial assistance to 


agriculture and shipping, an extended shelter policy, 


or proposals submitted by the Foreign Office to find money 


to help States in the East or the Far East, or the 


increased A.D0G.Bo Programme which he understood was shortly 


to be submitted. He v/as satisfied that, not only he 
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himself hut all. his colleagues would find themselves, 


greatly embarrassed by the problem of how all these 


proposals could possibly be financed. 


He agreed with the prime Minister's view that 


our financial strength was an element of the greatest 


importance, but he was gravely disturbed les^f that 


strength might be slipping away. During the previous 


Autumn he had been faced with serious difficulties in 


maintaining the level of the pounds Once a loss of 


confidence showed /iself on a wide scale, there would be 


no means of arresting it. We might be faced with a 


financial crisis as grave as that of 1931, but with the 


added difficulty that the foreign situation was now far 


more serious. The Chancellor of the Exchequer, therefore, 


felt bound to ask whether it was really necessary to 


adopt all the proposals made by the Secretary of State for 


War, at any rate, in their present form, and whether a 


substantial reduction could not be effected. 


THE PRIME MINISTER said that, while he 


appreciated the importance of the time factor, he thought 


it was very desirable that the new Minister for Co

ordination of Defence should have an opportunity of 


considering these proposals before any final decision 


was reached. 


THE SECRETARY OP STATE FOR HOME AFFAIRS 


said he attached importance to due consideration being 


given to the proposed increases in the air defence of 


Great Britain. He thought it was important that there 


should be no alteration in the general priorities which 


had been laid down in regard to our defence policy. 




THE SECRETARY OP STATE FOR WAR said that, 


the proposals for revision of the A. D. G. B. programme 


which involved increasing the total number of guns 


to 3,800 at a capital cost of 35 millions would be 


ready for consideration in about a week's time. 


THE SECRETARY OP STATE FOR AIR thought that 


it would be advantageous to examine and deal with 


these two proposals together. 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


said that he thought it was very difficult for other 


Members of the Cabinet to judge the issue before them. 


They were faced with two sharply conflicting 


necessities each of which commanded their intellectual 


allegiance. He agreed that there was much to be 


said for the Cabinet viewing the position as a whole. 


At the same time he thought that it Was undesirable 


that there should be any delay longer than 9. week 


or so at the most, in determining these difficult 


questions. 


He said that the reply of the French 


Government to the diplomatic approach which had 


been made to them in regard to Staff Conversations 


had just been received. He thought there were strong 


Indications in that reply that the French opinion was 


sensitive in regard to the size of the field 


force to be sent by this country to France, 
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The Foreign Secretary added that while he 


realised the full force of what the Chancellor of the 


Exchequer had said, he wondered whether the present , 


wholly abnormal conditions were such as to make it 


unjustifiable that we should borrow for current defence 


expenditure for a period. He was satisfied that the 


present state of tension could not last indefinitely 


and must result either in war or in the destruction of 


the Nazi regime. We could argue therefore that we 


were borrowing in respect of a period which could not 


last indefinitely, 


THE PRESIDENT OP THE BOARD OP TRADE said that the 


Foreign Secretary had expressed what many of them were 


feeling. From one point of view we were already at war 


and had been for some time. He thought that it was 


contrary to reality to aggregate defence expenditure 


over a five-year period up to March 1942, and to say that 


we could not afford it. It was clear that some of the 


conditions under which we were now living could not last 


much longer - perhaps not for another year - and the 


present was probably the crucial year. 


THE MINISTER OF HEALTH called attention to paragraph 


10 of the Chiefs of Staff Report, He thought that 


whatever steps were taken as to its rSle, the Avmy in 


*frhj,s countr-y would have to act as an arsenal in time of 


war; he suggested that a decision in regard to 


creating an increased potential action should be taken 


at once. 


THE PRIME MINISTER said that he thought it was 


impossible to agree to the creation of additional 




capacity "until it had been decided what that capacity 


was needed for. He agreed with the Foreign Secretary 


that there must be no long delay in reaching decision. 


At the same time he did not feel that the urgency was so 


great as to make it undesirable to await the new 


proposals for A.D.G.B. He would like to propose that 


the discussion should be adjourned in order that the 


whole problem should be further examined by the 


Chancellor of the Exchequer, the Secretary of State 


for War and the new Minister for Co-ordination of 


Defence as soon as the latter had taken up his duties 


next week. 


THE SECRETARY OF STATE FOR WAR said that if this 


was the view of his colleagues he must acquiesce in it, 


but he had rather hoped that they might be able to 


agree without any further delay to certain of the 


proposals in his Memorandum. 


THE SECRETARY OF STATE FOR DOMINION AFFAIRS said 


that the items required under heads 2, 3 and 5 represented 


for the most part reserves of articles for which 


capacity already existed. For some of these articles 


the orders already placed were now running out. He 


suggested that, in such cases, arrangements might be 


made between the Treasury and the war Office for repeat 


orders to be placed at an early date in order to avoid 


gaps in production. 


THE CHANCELLOR OF THE EXCHEQUER said that he 


offered no objection to this suggestion. He assumed 


that detailed proposals would be submitted to and 


agreed with the Treasury. 




The Secretary of State for War then referred 


to the proposal in paragraph 5 (h) of his Paper for 


the provision of the necessary training equipment for 


the remainder of the Territorial Army (i.e., the 


Territorial Army less the 4 divisions for whom provision 


of war equipment and reserves was proposed) at an esti

mated cost of £11 millions. He felt very strongly 


the failure to give the Territorial Army a full scale 


of training equipment. To some extent the present 


position meant that the Government were participating in 


a deception, since the Territorial Army did not realise 


that no provision was being made for their equipment 

beyond the inadequate scale of training equipment 


at present provided. 


THE MINISTER OP AGRICULTURE AND FISHERIES said 


that the present position was very discouraging to 


the Territorial Army. 


THE CHANCELLOR OF THE EXCHEQUER said that the 


Cabinet had already accepted the principle that the 


Territorial Army should have sufficient equipment to 


enable it to train properly in time of peace. The 


details of the present proposal should be put before 


the Treasury, but he was prepared to accept it in 


principle. He realised that the figure of £11 millions 


represented the cost of/equipment for 8 divisions only, 


and that the corresponding figure for the 12 divisions 


would be in the neighbourhood of £15 millions. 


THE SECRETARY OF STATS FOR WAR then raised the 


position of the mobile division. At the present time 


the mobile division consisted of 9 Tank battalions, 1 


armoured car regiment, 2 infantry battalions and 2 


regiments of Artillery. 




He proposed that the existing mobile division should 


be re-organised into two smaller Divisions9 each 


of which would contain 6 Tank battalions5 the 


remaining units being organised in a separate 


group. This involved the addition of three Tank 


battalions. To meet this  he hoped to obtain one 
s


or more Tank battalions from India under the pro

posals in Lord Chatfield's Report3 and to convert 


one armoured battalion into a Tank battalion. In 


the opinion of the General Staff this proposal was 


urgently necessary and should be effected before 


next year's training season. 


After some discussion it was decided that this 


proposal should be deferred for discussion with the 


remainder of the Secretary of State for War's 


proposals. 


The Cabinet agreed 


(l) To give general approval to the 

proposal that all 12 infantry divisions of 

the Territorial Army should be 

provided with-a full scale of 

training equipment; the details 

of this proposal to be discussed 

between the Treasury and the War 

Office; 


(2) That the War Office should approach 
the Treasury in regard to any 
articles of equipment which form 
part of items (2j ? ( 3 ) and (5)(a) 
of the Secretary of State for War f s 
Paper  in regard to which existing s


orders were running out and there 

would be a gap in production unless 

repeat orders were placed at an 

early date: 


( 3 )	 Subject to (l) and ( 2 ) 9 to defer 
further discussion on the proposals 
set out in C P  . 2 7 ( 3 9 ) and C P  . 2 8 ( 3 9 ) : 

(4) That the Secretary of State for War 
should consult further with the 

F?. a h**))il. Prime Minister in. regard to the 
'	 steps to be taken to bring the 


revised scheme for the Air Defence 

of Great Britain before Ministers 

at an early date. 




4 OR 

MEASURES TO

ACCELERATE 

THE DESPATCH

OF THE PIELD 

FORCE TO THE

CONTINENT. 


[(previous 

Reference:

Cabinet 

57(38)

Conclusion l ) . 


 4 . The Cabinet had before them a Memorandum 

 by the Secretary of State for War ( C P . 3 4 ( 3 9 ) ) , 

 furnished at the invitation of the Foreign Policy 

Committee of the Cabinet at their Meeting on the 

 26th January, on Measures to accelerate the Despatch 

 of the Field Force to the Continent. 

THE PRIME MINISTER drew attention to the final 


paragraph of this Memorandum, in which the Secretary 


of State for 17ar suggested that the whole matter, 


with alternative solutions, should be referred to 


the Chiefs of Staff Sub-Committee for an early Reportf 


He said that the Secretary of State for War had been 


in consultation with him the previous evening in 


regard to this matter, and he asked the Cabinet to 


agree to this course. 


The Cabinet agreed to the course 

proposed. 
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5. The Cabinet had before them the following 


documents on the subject of anti-aircraft defences 


for Gibraltar, Malta and Aden:

(l) A Note by the Minister for Co-ordination 

of Defence (CP.-25 (39)) covering an 

Extract from the Draft Minutes of the 

345th Meeting of the Committee of Imperial 

Defence (Minute 5 ) , together with a 

Memorandum by the Joint Oversea and Home 

Defence Committee (C.I.D. Paper No, 489-C)o 

The Committee of Imperial Defence, inter alia, 

decided to recommend to the Cabinet that 

some modification of the decision35 that 


- absolute priority should be given to the 

provision of anti-aircraft- defences for 

Great Britain should be made in order to 

permit of acceleration in the provision of 

A.A, equipment and P.A.P. squadrons for the 

defences of Malta, Gibraltar and Aden, and 

invited the Defence Ministers concerned to 

submit proposals accordingly to the Cabinet., 


(2) A Memorandum by the Secretary of State	 for 

War (CP.-30 (59)), in which he proposed, 

if the Cabinet accepted the immediate, 

reinforcement of ports abroad at the expense 

of interference with the Air Defence of 

Great Britain, to send 24 guns, distributed 

as followst-

5* 7-inch gms, 

Malta 8 
Gibraltar 8 
Aden 4 

(in each case with 1,000 rounds of 

ammunition a gun)o 


The result of this proposal would be that -


Gibraltar would have 12 guns (as against 

the present 4 ) 
0 


Malta would have.24 guns (as against the 

present 1 2 ) 0 


Aden would have 6 guns (as against the 

present 2)o 


The Secretary of State understood that the 

Admiralty would allocate 2-pdr0 guns to the 

ports in question for low-flying defence,. 

He assumed that these guns would be manned 

under Naval arrangement So At the end of 

his Memorandum the Secretary of State ad.ded 

certain other proposals relating to 

personnel and accommodation. 


^Cabinet 48 (37), Conclusion 9, and 49 (37), 

Conclusion 1, on C.P.-316 (37), para 0 61* 
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(3) A Memorandum by the Secretary of State for 

Air (CP.-31 (39)), The proposals in this 

Memorandum were summarised as follows:

(a) A temporary R.D.F.	 set can be made 

available for overseas between mid-

February and 1st March. Priority in 

the provision of this equipment should 

be afforded to Malta. 


(b) In view of the incomplete state of our 

Fighter defences at home, the allocation 

of any additional trained fighter pilots 

to overseas Commands is not considered 

justifiable0 


(c) The acceleration of the formation of the 

proposed fighter squadron at Malta is not 

justifiable in present circumstances, 


(d) The early provision of a fighter unit at 

Aden is practicable provided the Admiralty 

can agree to surrender a proportion (16) 

of the Gladiators now in store for the 

Fleet Air Arm 0 


(e) No acceleration of the provision of 

additional Bomber or G.R. Squadrons 

overseas is at present practicable, 


(f) The immediate despatch of additional A.A. 

guns to the three ports should be related 

to possible additional requirements in 

Egypt, and the allocation as between 

the ports should be decided by the 

Chiefs of Staff. 


(g) The Government of India should be	 approached 

for the temporary loan of the A.A. battery 

now stationed in Peshawar. 


THE SECRETARY OF STATE FOR DOMINION AFFAIRS (in 


his former capacity as Minister for Co-ordination of 


Defence) explained the situation outlined in these papers 


to the Cabinet. Broadly, the position was that the 


Committee of Imperial Defence had reached the conclusion 


that now that a considerable quantity of guns had been 


provided for A.D.G.B-,.? it was right to relax the 


absolute priority which hadb een accorded to A.D.G.B, 


in order to make some provision for the key ports of Malta. 


Gibraltar and Adeno 


J 



THE PRIME MINISTER said that he did not anticipate 


any early attack on these three ports. At the same 


time, their present undefended state constituted almost 


an invitation to attack, and he agreed generally with 


the proposal before the Cabinet. 


THE SECRETARY OP STATES FOR AIR explained the 


proposals in his paper and said that they had been 


concurred in by the Admiralty. 


THE SECRETARY OP STATS FOR TEE COLONIES strongly 


supported the proposals, which would have an important 


effect from the point of view of prestige. 


THE FIRST LORD OF THE ADMIRALTY said he agreed to 


the proposals, except that he thought that 2,000 rounds 


of ammunition should be provided for each gun so as to 


avoid having to send out further ammunition after the 


outbreak of war when transport might be difficult. 


With reference to paragraph 8 of C.P.-30 (39),-while 


the Admiralty would provide 2-pdr. guns, they could 


not provide gun crews. 


The Cabinet agreed: 


To approve the proposals in the 

memoranda submitted by the Secretaries 

of State for War and Air (C.P.-8P (39) 

and C P . - 3 1 (39)) subject to 

(a) further consideration being given 

by the Secretary of State for War 

and the First Lord of the Admiralty 

to the scale of ammunition to be 

provided for A.A. guns, at Malta, 

Gibraltar and Aden. 


(b) a settlement between the	 Secretary 

of State for War and the First Lord 

of the Admiralty of the arrangements to 

be made for manning 2-pdr.. guns. 




THE AGRICULTURE 

(AMENDMENT) 

BILL. 
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Reference: 
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6.	 The Cabinet had before them a Joint 


Memorandum by the Minister of Agriculture and 


Fisheries, the Secretary of State for Scotland and 


the Secretary of State for Home Affairs (HoA. 2 (39)) 


covering the draft Agriculture (Amendment) Bill, 


the principal object of which was to amend Part II 


of the Agriculture Act, 1937, for the purposes of 


its operation during the year 1938, and in particular 


to increase to £1 an acre the amount of subsidy 


payable on land under barley; together with the 


following Conclusions of the Committee of Home 


Affairs thereon (HoA^C. 2nd Conclusions (39) 


Minute 3 ) ; 

"(l) To recommend the Cabinet to approve 

the Agriculture (Amendment) Bill in 

the form of the draft annexed to 

H O A . 2 (39), subject to any drafting 

or other minor alterations that may 

be found necessary or desirable: 


(2)	 To reserve for determination by the 

Cabinet the question whether the Bill 

should be introduced forthwith in the 

House of Commons with a view to its 

passage into law by the end of 

February, 1939, or whether the 

introduction of the Bill should be 

postponed until some progress had been 

made in the forthcoming discussions 

between the Agriculture Ministers and 

Representatives of the Agricultural 

Industry." 


THE MINISTER OF AGRICULTURE AND FISHERIES 


said that he thought the best course would be to 


defer the introduction of this Bill until discussions 


with the farmers' representatives had been started, 


in order that the Bill might be introduced in a 


somewhat more favourable atmosphere. 


The Cabinet agreed: 


To defer consideration of the 

Bill to the next meeting of 

the Cabinet. 




4 0 A 


i y JL 

SUPPLY ORGANI-

SATION IN WAR 

AND PEACE. 


(Previous 

Reference: 

Cabinet 51 

(38), Con
clusion 2 . ) . 


7. The Cabinet had before them two Memoranda 


dealing with Supply Organisation in War and Peace: 

(1)	 C P . 23 (39), 


(2)	 C P . 33 (39). 


THE PRIME MINISTER said that he thought it 


was undesirable that these two Papers should be 


discussed that morning. He thought that it would 


be preferable to defer the matter until the new 


Minister for Co-ordination of Defence and the 


Chancellor of the Duchy of Lancaster had had time 


to consider it. 


THE MINISTER OP LABOUR said that he would 


like to prepare a Memorandum on certain labour 


aspects of the question and to forward it to the 


Minister for Co-ordination of Defence -


This course was agreed to. 


The Cabinet agreed: 

(l) To defer discussion of the 

two Papers on Supply Organisation 

in War and peace. 


(2)	 To invite the Minister for 

Coordination of Defence and the 

Chancellor of the Duchy of 

Lancaster to give early 

consideration to the matters 

dealt with in these two Papers.-


Richmond Terrace^ S.W.I., 


2nd February, 1939. 
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THE CABINET. 1. THE PRIME MINISTER said that he was 


sure his colleagues would wish to join with him 


(previous 
Reference: in offering a very cordial welcome to the new 
Cabinet 6 (39J 
Conclusion 1.) Minister for Co-ordination of Defence. 




X J i 

THE UNITED 

STATES OP 

AMERICA. 


(Previous 

Reference: 

Cabinet 3 

(39), Con
clusion 2.) 


2. THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 


said that two or three days ago he had received an 


unofficial telephone message from the Private 


Secretary to the American Ambassador to the effect 


that everything was going along finely in the 


United States, and urging that it was undesirable 


that any public statement should be made in this 


country as to Mr. Roosevelt's recent utterance 


before the Senate Committee on Military Affairs. 




CHINA. 


Financial 

Assistance 

to. 


(Previous 

Reference: 

Cabinet 3 

(39), Con
clusion 3 ) 
0 


Economic 

Retaliation. 


Chinese 

Currency 

Stabilisa
tion Loan. 


3o THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


said that a telegram (No. 59 of 4th February) had been 


received from Washington to the effect that the United 


States Government shared the point of view expressed 


by H.H. Government, namely, that a policy of assistance 


to China was preferable at the present time to one of 


taking any measures of retaliation against Japan. 


On the Currency question, a telegram (No. 60 of 


4th February) had been received from Washington stating 


that the United States Government hoped to be able to 


give an answer this week to our request that we might 


be furnished with information as to the parallel action 


which the United States Government hoped to take in the 


event of our deciding to proceed with the Currency 


Stabilisation Loan proposals. 


The Foreign Secretary added that there was one 


aspect of this matter on which it would probably be 


necessary for him to consult the Cabinet. On the 


25th January the Cabinet had decided that instructions 


should be sent to our Ambassador in China to tell 


General Chiang Kai-shek that II.M. Government were 


considering the question of guaranteeing a contribu

tion to a currency stabilisation fund, but that their 


decision in the matter had been made more difficult 


by the attitude of the Chinese Government in stopping 


payment of interest on foreign loans secured on the 


Chinese Customs. (Cabinet 2 (39) Conclusion 3) 


The Ambassador had replied (Telegram 1 Tour of 


1st February) saying that before acting on the above 


instructions he would be glad to know whether it was the 


intention of H.M.. Government to make the implementing 


of the Customs agreement a condition of any contribution 


to the currency stabilisation fund, and had added that 




he -had misgivings about the wisdom of this.. Sir 


A. Clark Kerr had been informed in reply, on the 


3rd February, (Telegram 7 Tour) that H.M. Government 


had not arrived at any definite decision as to a currency 


Loan, and that it was therefore impossible to say 


whether the acceptance of the Customs arrangement 


would or would not b e a condition of any such loan, 


if made. Sir A. Clark Kerr's further observations 


before saying anything to the Chinese Government had been 


requested and were being awaited. 


The Chinese Government had always been strongly 


opposed to the carrying out of the Anglo-Japanese 


Customs arrangement, on the ground that if they did 


so they v/ould be accused by their own people of 


handing over Chinese money to their enemies, the 


Japanese. Our view v/as that the Chinese Government 


stood to benefit on balance from the arrangement, but 


the Chinese Prime Minister, Dr 0 Kung, strongly 


maintained his objection from the internal political 


point of view. 


The Foreign Secretary added that the question 


would come up in connection with the Chinese- currency 


stabilisation scheme, but meanwhile a decision could 


be deferred pending Sir A. Clark Kerr's further 


observations. The United States Government had also 


made a suggestion that the Japanese Government should 


be asked to assume some responsibility for the 


service of the loans secured on the Customs, and 


this suggestion was at present under examination. 


THE CHANCELLOR OF THE EXCHEQUER observed that 


if we decided to proceed with the Chinese currency 


stabilisation scheme, it would be necessary to 


introduce legislation, and the Government were 


therefore liable to be asked questions in regard to 


- 4 
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related topics, as, for example, the payment of 


interest on foreign Loans secured on the Chinese 


Customs. 


The Cabinet took note of the above 

statement by the Secretary of State 

for Foreign Affairs. 




read to the Cabinet a telegram which had been received 


from our Ambassador in Paris in regard to the position 


in Spain, and the possible recognition of General 


Franco. The Foreign Secretary also read out a tenta

tive reply to this telegram which had been drafted 


and which he proposed should be considered by the 


Foreign Policy Committee. (This telegram (Ho. 41) had 


not been circulated. A copy of the telegram and of the, 


draft reply is filed on the Secretary's standard copy 


of Cabinet Conclusions.) 


The Foreign Secretary said that his mind on this 


matter was governmd by three main considerations: 


firstly, would the fighting continue; secondly, the 


constitutional position - was there still a Spanish 


Government; thirdly, the political reactions in 


this country. He thought it was clear that General 


Franco was QOXRIZ to win the war, and he thought that 


the sooner this country got on terms with General 


Franco and made up lost ground the better. He also 


alluded to a suggestion which had been m^de that the 


British Council should start propaganda activities in 


Franco Spain, and explained that it had beefr found 


impossible to adopt this course while fighting was 


still continuing. 


The Foreign Secretary said that he had come to 


the tentative conclusion that the attitude which the 


French Government wished to adopt, namely, to agree 


to recognise General Franco on certain specified 


conditions, one of which was that foreign troops 


should first all be removed from Spain, was not sound. 


For one thing, action on these lines would put. it in 
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the power of 2,00:0 German or Italian troops to hold up 


indefinitely the recognition by this country of General 


Franco 1s Government. It was clear that General Franco him

self wished to be rid of foreign troops as soon as possible, 


and he thought that recognition by us would be helpful to 


him in this matter. 


In the course of the discussion which ensued, th£ 


following points were made: 


First, that it was probably now too late to attempt 


to do a deal with General Franco on the basis of granting1 


him belligerent rights if foreign troops were withdrawh £from 


Nationalist Spain. 


Secondly, it would be necessary to examine ca^SfUlly 


whether we had given any public undertakings that we would 


only recognise Nationalist Spain on certain conditions. 


THE FOREIGN SECRETARY thought that any assurances . 


that had been given would cease to be operative if Govern-' 


ment Spain ceased to exist as an effective organised unit.. 


Thirdly * should the fall of Madrid, if it took place, 


justify us in recognising Nationalist Spain? 


In this connection THE SECRETARY OF STATE PUR 


DOMINION AFFAIRS mentioned that the Eire Government were 


proposing to tell their representative at St. Jean de Luz in 


a few days 1 time that if Madrid was captured they would 


then recognise the Nationalist Government and has asked for 


the views of the Foreign Secretary on this proposal.. 


On the other hand, the view was expressed that the 


fall of Madrid might not in itself constitute a suitable 


criterion on which to base recognition. Recognition of 


General Franco 1s Government by this country would mean that 


the Government troops were regarded as rebels and it was 


difficult to say how this course could be adopted while any 


substantial resistance continued. 


In reply to these points, THE FOREIGN SECRETARY said 


that he was afraid that we might drift into a position in 


which guerrilla warfare continued for a considerable time 


without any marked change in the situation. 


He thought it was desirable that we 




should get some value out of recognising General^ Franco-,, 


and should not find ourselves in the same sort of 


difficulty that we had encountered over the recognition 


of Italian sovereignty over Ethiopia.. There had, in 


fact, recently "been some risk that the French Government 


would take immediate action to recognise General Franco 


without consulting us, hut they had now agreed not to act 


without prior consultation0 


THE FIRST LORD OF THE ADMIRALTY said that one 


possible argument against immediate recognition was that 


information had been received that some 60 per cent of the 


people of Valencia were anxious to give up the struggle 


and to arrange a surrender as had been suggested at 


Minorca (see below). Once we had recognised General 


Franco, our intervention in the matter was less likely to 


be effective. 


On the suggestion of the Prime Minister, the 


Cabinet agreed that it was not necessary to reach any 


formal conclusion on this matter. If, however, there 


should be so substantial an alteration in the position 


that the facts would justify us in recognising General 


Franco's Government, we should be glad of the opportunity 


of doing so. 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS said 


that he concurred in this suggestion. He agreed it would 


be desirable to avoid attaching too precise a significance 


to the fall of Madrid. He hoped that the Cabinet would 


also agree to the general, conclusion that the recognition 


of General Franco's Government should not be made subject 


to a number of specific conditions on the lines proposed by 


the French Government. 


The Cabinet concurred in these suggestions; 

and agreed that the draft reply to our 

Ambassador in Paris in re-gard to the Spanish 

position should be considered by the Foreign 

Policy Committee. 




THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 


referred to telegrams which, had been received setting 


out the course of events in regard to proposals to 


arrange for the surrender of Minorca to the Nationalist 


Government, A Nationalist Officer had asked to be 


taken on a British Destroyer to Port Mahon to arrange 


terms for surrender. HoM. Consul at Port Mahon had 


replied that this was not possible unless General 


Franco's authority had been obtainedo This had been 


done. 


At first, the Foreign Office had thought 


that there were considerable objections to this 


suggestion but, after full consideration, we had agreed 


to an intermediary of the Nationalist Go ';rnment being

brought to Minorca on one of H.M. Ships subject to 


various safeguards. Thus we have received assurances 


that no Germans or Italians would be allowed to 


participate in the occupation of the island, and it 


was clear that the proposed surrender would avoid 


bloodshed. 


A telegram had. been received on 7th February 


from the Senior Naval Officer, Eastern Area, 


Mediterranean, reporting that he had brought the 


Nationalist representative to Port Mahon. A meeting

had been arranged between this representative and the 


Governor of MinorcaQ The Governor had reported that 


he could not reach a decision without consulting the 


Spanish Government, anti the result of the negotiations 


was not yet known. 


The Cabinet took note of the above-o 




ations with. 


revious 

ef erence: 

abinet (39) 

onclusion I. 


He-' 

5. THE SECRETARY OP STATE FOR SCOTLAND asked for 


information about recent Italian troop movements 


through Libya. 


THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 


referred to the telegram which he had despatched to 


Rome (No. 60) and the reply received from Earl Perth 


(No. 77) from Italy, Count Ciano had explained that 


there were at present some 30,000 to 32,000 Italian 


troops in Libya and that the Italians intended to send 


a further 30,000, This increase was attributed to the 


large number of French forces recently sent to Tunis 


from Morocco. 


Reference was also made to a recent telegram 


from our Consul at Harrar (No. 8) in Y/hich it was stated 


that the eastward movement of troops had ceased and that 


the situation had greatly eased. 


THE PRESIDENT OF THE BOARD OF TRADE asked 


whether the Foreign Secretary had obtained any 


satisfactory explanation of the rumours as to traffic 


over the Brenner Pass. 


THE FOREIGN SECRETARY said that he would consider 


making enquiries on this matter from our Ambassador 


in Rome. 
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liTERl^TlONAL 
 a translation of a reply which had been received from the 
MATION. 


French Government to the diplomatic approach which had 

o n  i nl o s i t i

[[je event of been made to them referring to the disturbing rumours 
GERMAN 


INVASION OF which were circulating in regard to a possible German 

LOLLAND OR 

SWITZERLAND. 
 invasion of Holland, The Foreign Secretary also read out 


I ") ' '%T&Q draft of an answer which had been prepared, but which 

was not in final form. (Note - Copies of these two 

documents are on record in the Secretary's standard file 

of Cabinet Minutes.) 

He proposed that this draft should be brought 


before the Foreign Policy Committee. In this reply he 


proposed to take the line, first that we welcomed the 


attitude adopted by the French Government in regard to 


Holland: secondly that if Germany invaded Switzerland, 


and France on that account declared war on Germany, we 


should regard the German invasion of Switzerland as a 


casus belli. Thirdly he proposed to ignore the suggestion 


in regard to conscription, M. Corbin had informed him 


that he regretted its inclusion in the French reply. 


Some discussion took place as to the meaning of the words 


"joint action of a preventive character", in the French 


reply. It was suggested that the underlying thought was 


that, if Germany invaded Holland, It would be necessary 


for the French, like ourselves, to take immediate action, 


since a German occupation of Holland would constitute 


a direct threat to French (and our) security. 




The Secretary of---Sta-tê ,for Foreign Affairs 


said that two telegrams had been sent- t-o -the United 


States for the personal and secret information of 


the President, indicating our attitude on this 


matter (Nos. 64 and 65), and giving an indication 


of the replies of the French and Belgian Governments 


and some indication of the Dutch attitude. In 


the drafting of the former telegram one point 


had emerged which had not perhaps been quite clear 


at previous discussions, namely that the question 


of Dutch resistance to invasion was not perhaps 


of first rate importance, for two reasons: first 


that in any case the Dutch would be unable to put 


up an effective resistance, and secondly that the 


occupation of Holland by Germany constituted a 


threat to the security of the Western Powers. 


THE SECRETARY OF STATE FOR HOME AFFAIRS said 


that he thought that nevertheless every effort 


should be made to ensure effective assistance from 


the Swiss and Dutch in the event of invasion of 


their territories. It was also pointed out that 


public opinion here might be considerably affected 


by the question whether the Dutch resisted invasion. 


THE PRIME MINISTER said that he thought the 


Dutch would be more likely to put up a resistance 


if they knew that we would support them. 


THE MINISTER FOR CO-ORDINATION OF DEFENCE 


said that-Germany could have no motive for Qccupy

ing Holland except in order to improve her 


strategic position in Northern Europe. Similarly 


she could have no motive in attacking Switzerland, 
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except to improve her strategic position against 

France, it was clear that a German occupation of 

either country constituted a direct threat to the 

Western Powers.V 

THE FOREIGN SECRETARY referred to a suggestion 


which had "been made at the meeting of the Foreign 


 Policy Committee, noted in the margin, that a 


statement should be prepared for possible publication 


indicating the line which this country would adopt in 


the event of a German invasion of Holland. The 


Foreign Secretary said that he was preparing a draft, 


but his inclination was to keep it available for use 


at some possible future occasion, but to make no 


public statement on these lines at the moment. 


In reply to a question by the Minister of 


Labour, the Foreign Secretary explained that the 


reason why the reply from the French Government which 


he had read out had been communicated by them to the 


Belgian Government was that in making our approach 


to the French Government, we'had informed them that 


we were making a similar approach to the Belgian 


Government. The Foreign Secretary added that the 


replies we had received from the Belgian Government 


were not altogether helpful. 


In reply to a further question.by the Minister 


of Labour the Foreign Secretary said that no further 


information had been received which would confirm 


the earlier rumours as to possible German 


intentions to attack in. the West. Indeed, the 


relative quietness of the atmosphere was regarded 




by some people as an ominous symptoms He himself thought 


that President Roosevelt's recent pronouncement, 


synchronising with the Prime Minister's speech in the 


House of Commons had had a very valuable effect. 


The Cabinet agreed that the draft 

reply to the French Government should 

be considered by the Foreign Policy 

Committeeo 
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INTER  f  T The Cabinet had before them a Most Secret 
Ltional 
llTUATION. Report by the Chiefs of Staff Sub-Committee (C.P.-40 

taff Con
ersations 

 (39)), circulated by authority of the Prime Minister 

ith Prance
ND BELGIUM, 

iprevious 
iReference:

 and prepared in accordance with the Conclusion 

mentioned in the margin, on the subject of Staff 

 Conversations with France and Belgium, The recom-
Oabinet 3 


elusion 5(n). )
(39), Con- mendations of the Chiefs of Stafi may briefly be 


summarised as follows:(1) That the Conversations on our side should 

be carried out on the level of the members 

of the Joint Planning Sub-Committee, and 

that the French should be invited to send 

representatives of approximately similar 

standingo 


(2) That the Conversations should be	 carried 

on in London0 


(3) That the Conversations should cover all 

possible theatres of war in which joint 

action or'operations by ourselves and the 

French are possible. 


(4) That the Conversations should be	 conducted 

in stages:

(i) to discuss with the French our	 general 

strategical conception of a war in 

which we are engaged as allies against 

Germany and Italy, and then to invite 

the French to inform us of their 

Appreciation: 


(ii) that the Joint Planning Sub-Committee 

should discuss broad outline plans in 

the several theatres of operations: 


(iii) preparation by each of th^.Services of 

detailed joint plans with the French. 


(5) That on the conclusion of stage (i) above 

the Chiefs-of Stafi would report to the 

Cabinet. 


(6) That the Chiefs of Staff should have	 authority 

to impart to the French such information as 


.	 to our plans and resources (other than 

certain technical details) as is necessary 

to ensure co-ordination in peace and effici
ent co-operation in war. 


(7) That general agreement should be	 reached 

with the French before bringing in the 

Belgians. 


(8) That Conversations with the Dutch should 

take place at a later stage. 




Previous 

Reference: 

Cabinet 5(59), 

Conclusion 

5 (I)). 
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THE MINISTER FOR CO-ORDINATION OP DEFENCE 


said that he agreed with the proposals made "by the 


Chiefs of Staff, which he thought carried out the 


Cabinet's intentions. As regards conversations with 


the French, the Chiefs of Staff thought that they , 


should be conducted on a level which could reasonably 


be regarded as a continuation of the contacts 


established after the London Agreement of 1936, 


and openly continued since that date. In reply 


to the Foreign Secretary, he agreed that the possibility 


of conversations between the Chiefs of Staff was not 


excluded. Indeed, it was contemplated that such 


conversations should take place at a later1 date. 


In regard to paragraph 6, the Minister 


said that at the meeting of the Cabinet mentioned 


in the margin, the view had been taken that Japan 


was likely to adopt a somewhat cautious attitude, 


at any rate at the outset of any emergency in the 


near future. He pointed out that Japan could 


embarrass us, not mex^ely by active intervention, 


but also by making a strategic disposition of her 


forces which would constitute a severe threat to 


Australia and India, If she did this, we should 


be confronted with a difficult problem and we 


should have to make corresponding moves. He 


thought that this was one of the contingencies 


against which plans would have to be prepared. 


In regard to Belgium, the SECRETARY OF STATE 


FOR FOREIGN AFFAIRS explained that we had had 


some close and secret contacts with the Belgian 


General Staff. The French had had no such contacts 


and the Belgians were unlikely to agree to have 


Staff contacts with the French in the near future. 


- 16 
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It was clear therefore thatx tJii^aJ2i^4ui^lsaaussio^ 
were for trie moment out of the question. He 


thought that the only action which need he taken at 


the present stage vis-a-vis Belgium was that we 


should inform the Belgians that we were discussing 


matters with the French, and that we hoped to have 


contacts with them (the Belgians) at a later stage. 


In regard to the Dutch, it was generally 


agreed that there was no object in initiating 


conversations at the present time, and that, if any 


conversations took place, it should be at a later 


stage. 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


referred to the question of conversations on the 


(Previous supply side, THE PRESIDENT OF THE BOARD OF TRADE 

Reference: 

Cabinet 31 said that on the authority given by the Gabinet at 

(38), Con
clusion 9, the meeting referred to in the margin discussions 


in regard to coal were proceedingo 


THE FOREIGN SECRETARY thought that it was 


desirable that joint discussions on economic 


warfare should take place, and it was agreed that* 


as the first step, the Foreign Office should 


raise the matter with the Advisory Committee on 


T ade Questions in Time of War. of the Committee 
r
 

of Imperial Defence, with a view to joint 


discussions taking place between representatives 


of that Sub-Committee and of the corresponding 


French organisation. 




The Cabinet agreed:

(2) To approve the procedure recommended 

in the Chiefs of Staff Report ( C P . 40 

(39)), and summarised above,, 


(2) That Staff Conversations should begin as 

soon as the European Appreciation referred 

to in paragraph 7 of that Report had 

received Ministerial approval,, 


(3) That the attention of the Chiefs of Staff 

should be drawn to the need for plans to 

counter a strategic disposition by-

Japan of her forces,so as to threaten 

India and/or Australia,, 


(4) That the Foreign Secretary should raise 

with the Advisory Committee on Trade 

Questions in Time of War, the question 

of joint discussions with the French in 

regard to Economic Warfare. 




.SSTIHE. 8. THE SECRETARY OF STATE FOR THE COLONIES said thai 


London the Conferences with the Jews and' $he Arabs had opened 
6. 


the previous day. The atmosphere at the opening 

revious 

eference: meetings had been pleasant enough but behind the scenes 

Cabinet 3 (39) 
Conclusion 6) . there had been considerable difficulties on the Arab side. 

EFjC2'^) ^ - Although two or three times they had been on the verge 

of agreement, no agreement had been reached which would 

result in a united delegation of Palestine Arabs. The 

Secretary of State for the Colonies,said it was common 

ground that Ragheb Nashashibi should be the first delegate 

of the Palestine Defence Party. The dispute was now 

narrowed down to a personal issue, namely, who was to be 

the second delegate of the Palestine Defence Party. 

Although the Mufti 1s Party had made considerable 

concessions, they had adopted an utterly unreasonable 

attitude in insisting that the second representative of 

the Palestine Defence Party should be Yakoub Farraj. 

The Palestine Defence Party wished the second delegate 

to be Shliman Bey Tongan 0 , 

The representatives of Egypt^and Saudi Arabia 

had been very helpful in trying to overcome these 

difficulties. He (the Colonial Secretary) had taken up 

the attitude that we were entirely impartial, and were 

offering our good services with a view to bringing about 

agreement. We had undertaken to negotiate with two 

separate delegations of Palestine Arabs, if they would 

not agree to come in a single delegation. There was some 

risk, however, that if we entered into negotiations with a 

large separate delegation of the Palestine Defence Party 
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the delegation of the Mufti's Party might cease to take 


any part in the Conference 


A strong reason for striving to bring about a 


single delegation of Palestine Arabs was that it would 


strengthen'the cause of the moderates, and would prevent 


the two delegations from bidding against each other. 


The Secretary of State for the Colonies added 


that he was proposing to see the delegates again that 


afternoon, and later they were to see the Prime Minister. 


He hoped that this dispute would then be brought to a 


conclusion. He and his colleagues were to meet the Jewish 


delegation at 8 o'clock that night. Pie hoped that the 


opening statements of the delegation wovCLC. be disposed 


of before the week-end, and that it would then be 


possible to get to grips with the essential issues. 


THE PRIME MINISTER said that he was sxire his 


colleagues would be glad to feel they could rely on 


the inexhaustible patience of the Colonial Secretary in 


these most difficult negotiations,, 




?BNCB LOANS BILL. 9. THE CHANCELLOR OP THE EXCHEQUER referred 


to the s t a t e m e n t which h e had made at the last 


previous Reference; meeting of the Cabinet in regard to the need for 

Cabinet 5(3^) 


Conclusion 3 ) . i n c r e a s i n g our borrov/ing powers in respect of the 


Defence programme. Broadly the position was as 


follows. At the end of the current financial year 


pdly £200 million would remain out of the 


£400 million for which borrowing powers had been 


taken in 1957. This sum would not suffice to 


cover the borrov/ing necessary in defence Estimates 


in the coming financial year 5 since those Estimates,, 


after taking into consideration Air Raid Precautions 


Services9would amount to £550 millions. Assuming 


that the revenue available in the next financial 


year was the same as was estimated to be available 


in the current year, it would be necessary to 


borrow some £280 millions. 


Under the Defence Loans Act of 1937 the 


Government had power to b o r r o w in all up to £400 


millions during the period ending March, 1942. 


The Chancellor said that he proposed to ask for 


borrowing powers for another £400 millions. He 


would then have in hand a balance of £600 millions 


at the end of the financial year now closing. He 


hoped that this sum would carry him through the 


financial year 1939-40, and also through 1940-413 


but he was doubtful whether this would prove to be 


the case.. He feared that further b o r r o w i n g powers 


would be required to cover the first four years of 


the quinquenium covered by the Defence Loans Act 1937, 


The Chancellor added that he proposed also 


to take powers on the Bill to apply the new borrowing 


powers not only to the votes of the Defence Departments, 
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as hitherto, but also to the votes for Air Raid 


Precautions and the purchases of food and commodities 


authorised under the Essential Commodities Reserves 


Act. He thought that on merits this course was not 


only justified but prudent. If for any reason it was 


suddenly decided, at short notice, to spend large sums 


on this service in the course of any financial year? 


the Budget of the year would be thrown out of gear 


in the absence of power to borrow. 


The Chancellor also asked for the authority of 


the Cabinet to send the draft bill to the Home Affairs 


Committee on Monday^ I3th February and to introduce it 


on ?/ednesday 15th. This was necessary under 


constitutional usage, so that the Bill should be 


introduced before the Defence Estimates were presented. 


The Chancellor added that it would be necessary 


to issue a Statement relating to Defence in the form 


of a Parliamentary White Paper. A draft had already 


been prepared and had been considered by a Meeting of 


Ministers. Proofs of the draft as revised by Ministers 


were available and would be circulated to the Cabinet 


that afternoon. He suggested that members of the 


Cabinet should be invited to send their comments on 


the draft to the Secretary by not later than Thursday 


evening, for consideration by a further Meeting of the 


Ministerial Drafting"Committee,which would'be held on 


Friday morning. 


The Chancellor added that he proposed that the 


White Paper should be issued on Wednesday, 15th 


February, and that the Debate which would take place in 


the ensuing week on the Money Resolution required for 


the Defence Loans Bill should also deal with the White 


Paper. It would thus become a general Defence Debate. 




THE PRIME MINISTER said he thought it was 


desirable that the White Paper should deal in 


considerable detail with the strengthening of the 


regional staff of the Air Raid Precautions Department.. 


THE LORD PRIVY SEAL undertook to consider an 


amplification of the draft to deal with this matter. 


THE PRESIDENT OP THE BOARD OF-TRADE said that 


a Committee was now considering the question of the 


storage, not only of food reserves, but of raw materials 


on a very large scale. It had been suggested by the 


Treasury that action on these lines might be desirable 


in order to avoid the dislocation of the Exchanges 


which might result from having to make very large 


purchases in war-time. He thought that consideration 


should be given to the question whether the powers to 


be taken in the new Defence Loans Bill should include 


power to borrow for such reserves. 


THE CHANCELLOR undertook -to consider this point. 


The Cabinet agreed 

(1)	 To approve the preparation of a Defence Loans 

Bill to give Increased borrowing powers to 

the extent of : a further £400 millions; 


(2)	 That power should be taken in the Bill to 

extend the scope of the services to which 

borrowed moneys can be appropriated, in aid, 

so as to. include Civil Defence; 


(3)	 To authorise the Chancellor of the Exchequer 

to send the draft Bill to the Committee of 

Home Affairs on Monday, 13th February, and 

to introduce it on Wednesday, 15th February 

without further reference to the Cabinet; 


(4)-	 To take note of the action proposed in 

' regard to the preparation of a draft White 

Paper on Defence, its presentation on 

Wednesday, 15th February, and the 

arrangements for a general Defence Debate 

on.the Money Resolution for the Defence 

Loans Bill and the White Paper on Defence 

on the 20th and 21st February. 
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THE SOVIET UNION.


Coranercial

gelations with. 


previous 

Reference:

Cabinet 54 

(36)* Con
elusion 8.) 


 10. The Cabinet had under consideration a 


 Note by the President of the Board of Trade 


( C P . 32 (39)) to which he attached a Memorandum, 


 prepared by his Department in consultation with 


 the other Departments primarily concerned, on the 


subject of our Commercial Relations with Russia. 


This Memorandum set out briefly the essential 


points to be borne in mind in considering the 


question of approaching the Russian Government 


with a view to the improvement of the present 


unsatisfactory position,. The President was 


being pressed by the United Kingdom trading 


interests to negotiate a new Trade Agreement. 


If, in the light of the considerations outlined 


in his Memorandum, his colleagues agreed that some 


action should be taken, the procedure would be 


as follows:

(1) To approach the Soviet Government 

for a revision of the 1934 Temporary 

Commercial Agreement0 


(2) If no progress is made in the negotiations, 

to give notice of denunciation of that 

Agreement. 


(3) If denunciation should prove	 ineffective, 

to bring forward a Bill providing a 

sanction to be employed against Soviet 

Trade - the sanction to take the form 

of a unilateral Clearing0 


THE PRESIDENT OP THE BOARD OP TRADE 


said that his proposals were at present in a 


somewhat indefinite state, but he thought it right 


to bring the matter before the Cabinet0 He 


indicated some of the reasons which made 


the Agreement of 1934 completely unsatisfactory 


from the point of view of.traders. Briefly, 


the Agreement was a Payments Agreement and the 
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Russians had utilised the stealing resulting 


from sales of Soviet goods in the United Kingdom 


for the purchase, mainly, of re-exports from this 


country and to a very small degree for the purchase 


of goods manufactured here 0 The position was 


partially obscured at the present time by the 


purchases now being made under the £10 million 


credits made available by the Export Credits Guarantee 


Agreement of 1936  When the effects of this Agreement 
c


had passed, the position would be that Russia was 


setling us £20 millions worth of Russian goods and 


was only purchasing £2 millions of British goods. 


In regard to shipping, the position was that 


the Russians had maintained the proportion of 


British ships chartered. Their total charterings 


of foreign ships had, however, fallen substantially, 


and we were merely maintaining out proportion of a 


rapidly declining totalo Another objectionably 


feature was the insistence of the Russian State 


Trading Corporation upon our traders concluding 


contracts which included provisions for arbitration 


in Moscow. 


After consultation with representatives 


of the traders concerned, he found that they were all 


in agreement with the view that action should be 


taken to improve the position. This view was shared 


by those traders who would stand to lose if Russia 


ceased to buy any goods from this country. 
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THE PRESIDENT OP THE BOARD OP TRADE, continuing, 


said that his main reason for bringing this matter 


before the Cabinet was that it was clear that our 


negotiations would fail unless we were prepared to 


take some such step as the institution of a unilateral 


Clearing, which would constitute a considerable 


sanction against Russian trade. 


It might be held that the present moment 


was an unwise one to enter into negotiations with 


Russia which might lead us into difficulties with 


that country., It was clear, however, that the 


negotiations could be spun out for a considerable 


time, and there would be no need to threaten drastic 


action at an early stage in the negotiations. 


He thought that it might be a wise plan that the 


Secretary to the Department of Overseas Trade should 


go to Moscow in the course of a visit to a 


number of Baltic States0 The Italians had recently 


sent a Mission to Moscow with results favourable 


to them. 


THE LORD PRESIDENT OP THE COUNCIL said 


that it should be recognised that Russia had carried 


out the terms of the Agreement, 




THE FOREIGN SECRETARY agreed that the present 


position was very difficult to defend. At the same 


time the Russians had not broken the agreement or behaved 


unfairly. It was also clear that we should find 


great difficulty in getting Russia to take more 


goods manufactured in this country. There was 


however little use in starting negotiations and. having 


to abandon them. At the same time it was undesirable 


to do anything which would worsen our relations 


with Russia. He wondered whether we could adopt 


another method of approach to the problem, which might 


include the offer of some added inducement to Russia. 


One course would be to make a. permanent trade agreement 


with Russia, but in view of our public pledges 


we could not make a permanent trade agreement until we 


reached some settlement on Russia's pre-R volution 
e


debts. This brought up the question of the Baring 


Balances. The Foreign Office view was that there was a 


chance of the successful negotiation of a Trade 


Agreement if the Russians surrendered their claim to the 


Baring Balances in full settlement of our claims in respect 


of Russian Indebtedness to u s Q This would not be a 


very satisfactory settlement of the question of Russian 


indebtedness, but he did not think we were likely to 


obtain any better terms. He welcomed the suggestion 


of a visit to Northern Europe, including Moscow^ by 


the Secretary to the Department of Overseas Trade, as he 


did not wish to lose any opportunity of 


establishing closer relations with Russia^ 




THE CHANCELLOR OF THE EMCHS ]UER said that it v/as not 


altogether clear that it was right to treat as unfair the 


use of sterling exchange by Russia to purchase re-exported 


goods. So far as such goods consisted of tin which came 


from Malaya, it might be argued that the result was to enable 


Malaya to purchase British goods, and that British trade 


benefited from such purchases. Further, we could not allege 


that Russia had not fulfilled the Treaty. He also pointed 


out that on page 2 of his Memorandum the President of the 


Board of Trade contemplated that quite early in the negotia

tions we should indicate that compulsion was the only course 


open to us. He doubted the desirability of starting 


negotiations, and keeping them running indefinitely, if they 


could only reach a satisfactory solution on the lines 


suggested by the President. 


As regards the Baring Balances, these amounted to £6 


million, whereas the pre-Revolution debts owing by Russia 


to people in this country amounted to some £250 million. 


He felt that a statement that we had agreed to settle 


Russian indebtedness by payment of so small a sum would be 


open to considerable criticism. V/hile he did not wish to 


offer strong opposition to the proposal to settle the question 


of Russian indebtedness in the manner suggested, if this 


would be useful as part of wider negotiations, he wished to 


warn his colleagues that this was a very thorny subject. 


THE PRIME MINISTER said that the debts owed to people 


in this country by Russia comprised a large number of 


relatively small sums owed to people who were in poor 


circumstances, and a small number of very large debts owed 


to a number of relatively wealthy individuals or bodies. The 


Foreign Secretary5s proposal was, he thought, to use the 


Baring Balances to make payments to the smaller creditors, to 


whom the loss of these sums was a matter of great moment. 


The result would of course be that the larger creditors would 


say that their claims had been sacrificed in order to meet 


the claims of other persons. 
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On the wider issue  the case put up by traders 
s


and shipowners for the negotiation of a new Agreement 


was formidable. But there were likewise formidable 


objections against the course proposed, which were' 


summarised on pages 24 and 25 of the Memorandum 


annexed to the President's Note, In particular, 


Soviet Russia would contend that she wanted machinery 


which we were unable to supply owing to our re

armament programme. There were also credits outstand

ing, on which Russia could defaults and orders already 


placed with manufacturers which she could cancel. 


Looked at from this point of view, it seemed 


that we were bound to come to a deadlocks, but he was 


not sure that this was necessarily the case. 


The President of the Board of Trade had taken" 


the view that he was unwilling to enter on negotia

tions unless he was certain that he could use a weapon 


which would enforce a conclusion satisfactory for us, 


In the political sphere he (the Prime Minister) had 


always adhered strongly to the principle that we should 


not use a threat, unless we were prepared to back it up. 


But he was not certain that it was necessary to adhere 


to this principle strictly in commercial negotiations. 


He doubted whether it was necessary for the Cabinet 


to reach a conclusion that day, in the sense that they 


were prepared to authorise the Introduction of legis

lationt providing if necessary, a sanction in the form 


of a unilateral Clearing. Notwithstanding this, the 


Secretary to the Department of Overseas Trade might 


be authorised to use language, judiciously chosen, 


indicating the courses which we had in mind if we 


failed to reach a satisfactory agreement in any 


other way. 
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Turning to the question of a debts settlement, 


the Prime Minister doubted whether there was any 


possibility of settling the matter except on the basis 


proposed by the Foreign Secretary, It was true that 


Russia was now better able financially to afford a 


more satisfactory settlement, but we had no means of 


forcing her to agree to such a settlement. He thought, 


therefore, that negotiations should, be started on the 


basis proposed, but that no conclusion should, be reached 


in regard to the action that we should, take if we were 


unable to reach a satisfactory settlement, 


THE PRESIDENT OP THE BOARD OP TRADE assumed that 


this did not mean that the Cabinet would decide against 


action on the lines he proposed, and that this matter would 


be left open, 


THE PRIME MINISTER agreed. 


THE CHANCELLOR OP THE EXCHEQUER pointed out that 


a debts settlement on the lines proposed would involve 


an Act of Parliament, and that a tribunal would have to 


be set up to investigate the claims of persons in this 


country. 


THE MINISTER OP LABOUR referred to the possible 


effect on Communistic activities in this country of 


the action proposed. New branches were now springing up, 


started by a body described as the Unemployed Workers' 


Movement, which* there was some reason to believe, 


was financed from Moscow, 




The Cabinet agreed 

(I) That the Secretary to the Department	 of 

Overseas Trade should proceed on a tour 

of Northern Europe, which should include 

Moscow: 


(S) That, in connection with (l) above, 

steps should be taken to initiate 

negotiations with the Soviet Union 

for a revision of the Temporary 

Commercial Agreement of 1934: 


(3) That the scope of the negotiations 

with Soviet Russia should include 

the possibility of a settlement of 

the Russian debts question on the basis 


-
of the acceptance "by Creditors in this

country of the Baring.balances, amounting 

to £6 millions, in full settlement of 

indebtedness of £250 millions: 


(4) That, for the time being, no	 decision 

should be reached by the Cabinet in 

regard to action on the lines 

proposed by the President of the 

Board of Trade in the event of 

negotiations for the revision of the 

Agreement by ordinary methods proving 

unsuccessful: 


(5) That, notwithstanding (4) above, 
the Secretary to the Department of 
Overseas Trade should be authorised 
to Indicate the action which this 
country might be compelled to take 
in the event of it proving impossible 
to negotiate by agreement a revision 
of the Temporary Commercial Agreement 
of 1934-0 

(6) That the terms of the statement by 

the Secretary of the Department' of 

Overseas Trade referred to in (5) 

above, should be settled by the 

Prime Minister, the Chancellor of 

the Exchequer, the Secretary of 

State for Foreign Affairs and the 

President of the Board of Trade,
in consultation,. 
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PEACE PURPOSES. 


(Previous 

Reference: 

Cabinet 4 

(39), Con
elusion i.; 


In accordance with the Conclusion referred to 
GAMPS FOR V/AR AND 11 


in the margin, the Cabinet had before them a Joint 


Memorandum by the Chancellor of the Exchequer and the 


Lord Privy Seal (CP.-57 (39)), submitting a revised 


scheme of camps for war and peace purposes, within a 


distance of some 20 or 50 miles of the big industrial 


centres. The object in war would be to enable these 


camps to receive some of the adult refugees who might 


pour out of the large cities, and provide them with 


very rough and ready accommodation until more permanent 


arrangements could be made. It was contemplated that 


the camps should, in peace-time, accommodate about 


550 children each. The aim should be to get the 


camps ready for occupation by March, 1940, starting 


with a programme of 50 such camps. After dealing 


with the organisation and financial aspects of the 


proposed scheme, it was stated in the Memorandum, that 


legislation would be necessary on the lines of 


Appendix II of the Report attached to CP.-22(59). ' 


This legislation should be passed by the 1st April at 


latest, and it was for consideration whether it should 


be in the form of a separate Bill or included in the 


Air Raid Precautions Bill, 


THE CHANCELLOR OP THE EXCHEQUER outlined the 


main points in the revised scheme. The 50 camps 


which it was proposed should be completed by, March, 


1940 were estimated to cost -about £1 million. The 


Chancellor referred to the financial proposals, 


and said it was proposed that the scheme should be 


entrusted to a non-profit-making association, which 


should be run on strictly business lines, and that 


the aim should be to pay a good return on half the 


capital. 




THE LORD PRIVY SEAL said that they hoped in 


most cases to start with a vacant house as a nucleus 


and to build hutments radially. Importance was 


attatched to the camps being readily distinguishable 


from military encampments. He added that repre

sentatives of labour were anxious to see progress 


made with the scheme for hutments, so as to facilitate 


evacuation schemes, and that these representatives 


wished that each colony should be on a modest scale. 


The Cabinet approved the revised 

scheme set out in C P . - 5 7 (39). 
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12. The Cabinet resumed their consideration of the 


"draft Agriculture	 (Amendment) Bill attached to H..A.-2 


(39), on which the Committee of Home Affairs had 


reached the following Conclusions (H.A.C. 2nd Conclusions 


(39),	 Minute 3) :
' :	 ; " ':;


"(1) - To recommend the Cabinet to approve the -
Agriculture (Amendment)Bill in the form 
of the draft annexed to H.A.-2 (39), jj 
subject to any drafting or other minor 
alterations that may be found necessary 
or desirable: 

(2)	 To reserve for determination by the 
Cabinet the question whether the Bill 
should be introduced forthwith in the 
House of Commons with a view to Its 
passage into law by the end of February, 
1939, or whether the introduction of 
the Bill should be postponed until some 
progress had been made in the forthcoming 
discussions between the Agriculture 
Ministers and Representatives of the 
Agricultural Industry. 

THE MINISTER OF AGRICULTURE AND FISHERIES said 


that unless he was to ask the Cabinet to reopen the 


whole matter, he saw no alternative but to proceed with 


the Bill. At the same time he realised that the Bill. 


would give rise to difficulties and would provoke some 


unfavourable public reactions. nless, however, the Bill 


was passed by about the end of February, it would be 


impossible to make payment of the increased subsidies as 


soon as possible after the 31st March, as desired. He 


explained that he had indicated his proposals in this 


matter to the representatives of the farming interests and 


that they had not received them at all favourably. From 


enquiries which had been made it was .shown that of 505 


barley-growers in Rutland only 17 would benefit under the 


proposed Bill, and only to the extent of 4s. 3d. an acre. 


This was because the subsidy could not be paid in respect of 


both barley and wheat. He hoped, however, that the Bill 


might be accepted as a stop-gap arrangement. 




THE CHANCELLOR 03? THE DUCHY OP LANCASTER said 


that his intention had been to have indicated that 


it was very unusual to take any action to enable a subsidy 


to be paid in respect of a year which had already passed. 


Further, it was intended that the money payable under this 


Bill should go to the most deserving cases. For the 


rest, the farmers must look to the long-term policy which 


was now being worked out 0 


THE SECRETARY OF STATE FOR SCOTLAND said that at 


the Meeting on the previous day it was clear that 


the representatives of the farmers had hoped that 


the review of the farming situation which was now being 


undertaken would cover not merely the long-term policy, 


but also the Bill now under discussion. 


In the course of further discussiorrthe view was strongly 


expressed that the introduction of the Bill at the present 


time would give a false start to the new approach now being 


made to agricultural problems. It was generally felt that 


the introduction of a Bill on the present lines, if it could 


possibly be avoided, would be a mistake in present 


circumstances. 


THE CHANCELLOR OF THE DUCHY OF LANCASTER said 


that at a recent Meeting of the Agricultural Policy 


Committee, it had been generally agreed that proposalsshouldbe 


worked out whereby a farmer who grew both barley and wheat 


could receive subsidy in respect of both crops, but that 


the subsidy in respect of barley would be on a lower scale 


than that paid to a barley-grower who grew no wheat. 


It would, no doubt, be helpful if a scheme on these lines 


could be formulated to deal with the barley crop of 1938. 
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THE PRIME MINISTER said that he rather 


deprecated the incorporation in a Bill submitted to 


Parliament to deal with the 1938 barley crop of 


provisions which would form no part of the new long-term 


policy. He asked whether it would not be possible to 


make a public announcement now to the effect that, when 


the long-term policy had been decided upon, it would be 


applied retrospectively to the barley crop of 1938. 


THE CHANCELLOR OP THE EXCHEQUER said that he did 


not, of course, know what proposals on these lines would 


involve. 


'THE SECRETARY OP STATE FOR SCOTLAND pointed out 


that a solution on the lines proposed might increase 


his difficulties in regard to growers of oats in Scotland. 


The Cabinet agreed:-


That the proposals for an increased subsidy 

in respect of land under oats or barley, 

contained in the Agriculture (Amendment) 

Bill, 1939, should be further considered 

by the Agriculture Ministers and the 

Chancellor of the Exchequer in the light 

of the discussion which had taken place; 

and that in the meantime the introduction 

of the Agriculture (Amendment) Bill, 1959, 

should be postponed. 




C$ 
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THE MINING 13. The attention of the Cabinet was drawn to 

SUBSIDENCE 


BILL. the Mining Subsidence Bill, introduced in the 


House of Commons by a Private Member and down for 


Second Reading on Friday, 17th February, 1939. 


The Cabinet agreed:-


That this Bill should be opposed.: 
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THE REPRESENTA- 14. The Cabinet had under consideration -the 

TION OP THE 

PEOPLE ACTS Representation of the People Acts (Amendment) Bill, 

(AMENDMENT) 


BILL. introduced in the House of Commons by a Private 


F.R.(*£l3ei)ii-. Member and down for Second Reading on Friday, 


17th February, 1939. 


It was thought unlikely that this Bill 


would be reached. It was agreed that if the Bill 


was reached, it should be opposed or arrangements 


made for it to be talked out. 


If 



THE PUBLIC 

PLACES (ORDER 

AND DECENCY) 

BILL. 


(Previous 

Reference: 

Cabinet 59 

(38), Con
clusion 15). 


15. The attention of the Cabinet was called 


to the Public Places (Order and Decency) Bill, 


introduced in the House of Commons by a Private 


Member and down for Second Reading on Friday, 


17th February, 1939. 


It was thought -unlikely that this Bill 


would be reached. It was agreed, hbwever, that 


if the Bill was reached At-should-b^-oppo-s-ed^ or 


arrangements made for it to be talked out. 


Richmond Terrace, S.W.1., 


8th February, 1939. 
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ANNEX I. 


Decypher. Sir EE. Fhipps (Paris),

4th February, 1939. 


D. 2.5 p.m. 4th February, 1939. 


R. 3.55 p.m. 4th February, 1939. 


No. 41. 


I M P O R T A N T . 


PERSONAL AND SECRE 


Following is gist of conversation that I have had 


this morning with Minister for Foreign Affairs on Spain. 


He begs that it may only be brought to the notice of 


yourself and the Prime Minister (incidentally he complains 


that the French Embassy in London is one of the worst of 


many leaking vessels we have to deal with in this affair that 


arouses so much irritability and foolish passion). 


Monsieur Bonnet has received telegrams from the French 


Ambassador at Perpignan who is convinced that resistance 


of Government forces in Catalonia is practically overcome. 


French General Staff confirm this. From a conversation 


yesterday with Negrin, Monsieur Henry derives the impression 


that latter who still pretends that Government's victory 


is possible, hopes to save desperate situation by helping 


to bring about a general conflagration. Monsieur Henry 


reports that Negrin means to move Government to (grp* 


undec.) but Monsieur Bonnet does not feel inclined to 


instruct Monsieur Henry to follow them there, for he feels 


that even Valencia and Madrid will fall within at most a 


month. 


- 1 



Prom unofficial conversations that Monsieur Bonnet 


has had with Senor Quinones it seems that Franco will no 


longer "be content for the future French Representative 


at Burg.cs to have the same rank as oars. Senor Quinones 


pointed out that ours was sent to Burgos before the fall 


of Bilbao and that much has happened since; moreover we 


have no Ambassador to the other side. 


Monsieur Bonnet proposes to await the return next 


week of Monsieur Berard and then consult with us with a 


view to reaching some agreement as to both our future 


relations with Franco: after such agreement Monsieur 


Bonnet will submit proposed procedure to the French 


Ministerial Council. 


Monsieur Bonnet's present idea is that we should 


both obtain from General Franco a written undertaking to 


the following effect, 


1. Evacuation of all foreign volunteers; 


2. Independence of Spain will be maintained; 


3.	 Spanish neutrality will be maintained in case of 

war; 


4. Co-operation in Morocco. 


If this can be obtained Monsieur Bonnet thinks we 


can contemplate appointment of regularly accredited 


diplomatic representatives to the Government of General 


Franco. 


Monsieur Bonnet is not even informing his subordin-' 


ates in the Ministry of Foreign Affairs of the above as 


that is one of many leaky vessels of which he complains. 


http://Burg.cs
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ANNEX II. 


February, 1939. 


E. Phipps, 
The Prime Minister and I have carefully considered 

your telegram No. 41 (of 4th February ) in which you 

reported a conversation which you had had with the Minister 

for Foreign Affairs on Spain. We fully recognise how 

important it is for both Governments to lose no time in 

placing their relations with the Nationalists on a satis

factory basis. Indeed His Majesty*s Government have 

realised for a long time that this is the surest, if not 

the only, way open to us of detaching them from the foreign 


influences by whioh they are at present surrounded. 


R

2. We are however doubtful of the wisdom of attaching 


political conditions to the appointment of diplomatic 


representatives. We fear that if this course were adopted 


General Franco might reply that the only conditions which 


he could recognise as relevant to the question of de pure 


recognition are already fulfilled. In particular, it 


appears to us most unwise to make the evacuation of all 


foreign volunteers a prior condition of recognition. The 


results which followed from linking together the question of 


belligerent rights with evacuation are not encouraging 


and by making de jure recognition dependent upon a stipu-A 


lation which cannot be fulfilled without the co-operation 


of the Italian and German Governments the French. Government 


v e
and His Majesty's Government would d e P r i  themselves of 


the possibility of deciding the matter solely on the basis 


of what is in the respective interests of their two countries. 
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It might then, for instance, he possible for Germany or 


Italy to defeat our purpose by maintaining a number of 


volunteers in Spain for a considerable time despite 


General Francois wish to be free of them. 


As regards the remainder, condition (2) must appear 


to Spaniards as a self-evident proposition and any demand 


for an assurance on this point would, I fear, be deeply 


resented by General Franco. (3) and (4) are questions of 


foreign policy which he might well regard as proper 


subjects for negotiation once his Government is recognised 


as the Government of.Spain. But from his point of view such 


matters could hardly form the subject of agreements with 


Governments with whom diplomatic relations have not yet 


been established. 


For these reasons we trust that the French Govern

raent will not make the question of recognition dependent 


upon the fulfilment of conditions such as those suggested 


by M. Borne tv 


A decision as to the moment to he chosen for 


de jure recognition is made more difficult by the present 


uncertainty both as to the intentions of Dr. Hegrin and 


as to the military situation. If the Spanish Government 


decided to surrender, and were thus eliminated, there would 


presumably be no further reason for delaying recognition of 


General Franco. If on the other hand they continue the 


struggle, the question will still have to be decided at 


what point the change should be made. The fall of Madrid 


might afford an opportunity on which His Majesty's 
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Government could properly act. But even "before Madrid 


falls political or military developments may give rise to 


other suitable occasions for action. These possibilities 


are being examined there ar.J. it would be most helpful to 


know the results of the study which, no doubt, is also 


being made in Paris. We should be prepared to reach a 


common decision at short notice. 


I shall be glad if you will put these considerations 


before the Minister for Foreign Affairs and ask for his 


views. 




ANNEX 


TRANSLATION of Note from French Ministry 

for Foreign Affairs to 

His Majesty's Embassy, Paris, 

dated 1st February, 1959. 


In its aide-memoire of 29th January, His Majesty1s 


Emhassy was so good as to inform the French Government 


of the pre-occupations jaused to His Majesty's Government 


by certain reports of e. political and military character 


of such a kind as to give rise to apprehensions of an 


attack by Germany against the V/estern Powers at the end 


of February. His Majesty's Embassy put forward different 


hypotheses including the possibility of a more or less 


sudden attack, preceded or not by an ultimatum, which 


would be launched by Germany or by the other signatories 


to the anti-Comintern Pact. 


With more particular reference to the case of an 


unprovoked invasion of the Netherlands by Germany, His 


Majesty1s Government consider that in view of the 


strategic importance of that country and its colonies a 


German attack should be regarded "as a direct threat to 


the security of the Western Powers"; they declare that 


they are "accordingly disposed to think that they would 


have no choice but to regard a German invasion of Holland 


as a casus belli, assuming that Holland resisted invasion" 


The Ministry of Foreign Affairs has the honour to inform 


His Majesty's Embassy that the French Government, for 


theirpart, have received reports which cause them similar 


preoccupations to those of His Majesty ts Government. 
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These reports, although not hitherto confirmed, give, in 


effect, grounds for thinking that Germany's action, first 


of all directed towards Eastern Europe, might he turned 


either spontaneously, or in support of Italian claims, 


towards the West, that is to say, towards Great Britain, 


France, Belgium, the Netherlands, and Switzerland. This 


evolution, the results of which might he precipitated by 


the policy of prestige, the economic and financial crisis, 


or the colonial demands of tho two totalitarian countries, 


should be watched with the closest attention. 


The French Government consider that the risk to 


which the Western Powers are thereby exposed is an equal 


one for all those Powers and must be regarded as 


indivisible. They consider that their security would be 


directly threatened, whatever might be the initial 


direction of the German or Italian attack against one of 


them, and it seoms to them impossible to conceive of a 


localisation of the conflict which would necessarily 


interest their entire possessions,. This situation 


therefore creates in fact a coioiiunity of risk which must 


logically entail a real solidarity (solidarite de fait) 


in the face of any unprovoked attack by Germany or Italy? 


It as on the understanding that this general 


conception is fully shared by His Majesty 1s Government 


that the French Government would be able to find themselves 


in agreement with His Majesty1s Government in considering 


from now on as a casus belli the possibility of an 


invasion of Holland, although this fact in itself does 


not involve any contractual responsibility on the part 


of France, and although the joint action which she would 


have to take in opposition to it, by the side of Great 


Britain, would futhermore be of a preventive character.. 
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On the other hand?, the French Government would like to be 


assured that an invasion of Switzerland, as well as an 


invasion of Belgium, constituting as it would similarly 


a direct threat to the security of the Western Powers, 


would be, on the same grounds as an invasion of Holland, 


considered henceforward is being of a nature to justify 


and determine the decisi n contemplated by His Majesty !s 


Government . 


Finally, the British memorandum adds that His 


Majesty's Government, having carefully considered the 


situation in the light of the reports received, "have 


decided to accelerate as :.ar as possible the preparation 


of their defensive and counter-o:Tensive measures". 


The French Government, who are to-day making a 


considerable effort in every domain in order to increase

and perfect their armaments, are relighted with this 


decision, the execution of which constitutes in the 


present circumstances a particularly important guarantee 


of the common security of Western Purope. The gravity 


of the situation, in vie?/ of the throats described in the 


British memorandum, demands on the part of all the in- * 


terested nations the immediate and unreserved adoption of 


every measure liable to increase the human and material 


forces already at their1 disposal. The French Government, 


for their part, are ready for this conramity of efforts 


and sacrifices which, corresponding with a real 


community of responsibilities, will give Franco-British 


collaboration its full material and moral efficacy. 


From this double point of view, recourse to conscription 


appears an essential element of the effective partici

pation of Great Britain in the organisation of common 


defence on the continent. 




The ahove considerations have been brought, as 


a secret communication, to the knowledge of the Belgian 


Government, as a sequel to His Majesty^s Government^ 


communication of 29th January. 




w.s. 

ISIR E . Phipps. 


Paris. 


LYPHER 


ID. 


russelB 

e HAGUE 

erlin 


LERNE 

LORAE 

gervice Depts. 


with memo, 
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ANNEX IV. 


SECRET. 

x-'eb ruar y , 1939 . 

Your despatch No. 146 (of 1st February: 


memorandum from the French Government on Anglo-French 


solidarity). 


1. His Majesty1s Government in the United Kingdom 


have now given consideration to the memorandum from the 


French Government dated 1st February enclosed in your 


despatch under reference. 


2. His Majesty 1s Government wish to take this oppor

tunity, as promised in paragraph 14 of my telegram No. 18, 


to inform the French Government of the conclusion which, 


after due consideration, they have reached as regards 


the attitude they would adopt in the event of hostile 


action by Germany against the Netherlands. They 


confirm that in their view the strategical importance 


of the Netherlands and the Netherlands colonies is so 


great that a German attack on the Netherlands must be 


regarded as a direct threat to the security of the 


Western Powers, and they consider that in the event of a 


German invasion of the Netherlands the United Kingdom 


would be obliged to go to war with Germany. In addition 


His Majesty rs Government consider that any attempt by 


Germany to dominate the Netherlands by force or threat 


of force would also have to be regarded as a.menace to 


the security-of the United Kingdom
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3. His Majesty's Government are glad to note that 


the French Government would, subject to one observation 


to which I will refer later, -find themselves in agreement 


with His Majesty's Government in considering an invasion 


of Holland as a casus belli, notwithstanding that such 


an invasion would not in itself involve any contractual 


responsibilitj'' on the part of France. 


4. The French Government have also asked for an 


assurance that an invasion of Switzerland would, no less 


than an invasion of Switzerland would, no less than an in

vasion of Holland, be heneeforv/ard considered^as justifying 


and calling for the decision contemplated by His Majesty^ 


Government in the latter event. In reply to this 


request His Majesty1s Government wish to inform the French 


Government that in their view a German attack on 


Switzerland would also be clear evidence of an attempt 


by Germany to dominate Europe by force, and that from 


this point of view a German attack on the Netherlands 


and a German attack on Switzerland would be in the same 


category. His Majesty1s Government would accordingly 


be ready to undertake, if Germany invaded Switzerland and 


France thereupon declared war upon Germany, that Great 


Britain would go to the assistance of France, in the 


same way that they understand that France would be willing 


to support Great Britain if Germany invaded Holland and 


Great Britain thereupon declared war on Germany. 


5'. In the fourth paragraph of their memorandum the 


French'" Government have set out their conception of the 


common attitude which,rlji their view, should be adopted 


by Great Britain and France in face of the threat of 




*Y .1 


unprovoked attack "by Germany or Italy, and it is on 


the understanding that this conception is fully shared 


by His Majesty's Government that they would be prepared 


to adopt a similar attitude to that of His MajestyVs 


Government in the event of a German invasion of the 


Netherlands. 


6 . It is clear that joint action by Germany and 

Italy against the two western Great Powers, or against 

any one of them, would have to be resisted in common by 

the two Powers with the whole of their resources; and 

indeed any unprovoked attack delivered by Germany upon 

Prance, whether acting alone or in support of Italy, 

would call into play the obligations which His Majesty1 s 

Government have assumed towards the French Government 

by treaty. While it is possible that in the event of an 

attack upon France by Italy alone it might not necessarily 

bo to France's interest that Great Britain should 

intervene, if the effect of such intervention were to 

bring Germany into what might otherwise be a localised 

conflict, His Majesty's Government are fully conscious 

that the.risks to which the two Powers are severally 

exposed cannot be dissociated. The French Government 

will have noted the statement made by the Prime Minister 

in the Eonse of Commons on 6th February in which he said 

that while it was impossible to examine in detail all 

the hypothetical cases which might ariso, he felt bound 

to make it plain that the solidarity of interest by which 

France and the United Kingdom were united was such that 

any threat to the vital interests of France, from 

whatever quarter it came, must evoke the immediate 

co-operation of the United Kingdom. 



7 , It Is in the light of this situation that His 

Majesty's Government have proposed to the French 
Government that the conversations which have taken place 
between the two General staffs should he made more 
extensive in scope and more intimate in character than 
in the past. The conclusions which His Majesty*s 
Government have reached as to the future conduct of 
these conversations were outlined in my telegram NO, 25 

of the 3rd February, and have already been communicated 
by Your Excellency to the French Government. 
8 . I shall be glad if you will make a communication 

to the French Government in the sense of the present 
telegram, and if you will inform them that His Majesty^ 
Government are communicating Its terras to tho Belgian 
Government for their secret information. 
9* You should impress upon the French Government 
the secret character of the present communication. 



9 A 9 


DOCUMENT IS THE PROPERTY OF HIS BRITANNIC MAJESTY'S GOVERNMENT) 


^ R S T  .	 COPY NO. 


C A B I N E T 7 (59) " 


Meeting of the Cabinet to be held at No. 10, Downing 

Street, S.W.I., on WEDNESDAY, 15th FEBRUARY, 1939, 


at 11.0 a.m. 


AGENDA. 


1. FOREIGN AFFAIRS. 


2.	 PALESTINE - (if required) 


(Reference Cabinet 6 (39) Conclusion 8) 


3. CONGRESS AND THE INDIAN STATES. 


Memorandum by the Secretary of State for India. 

CcP. 44 (39) - circulated herewith. 


4 ' CIVIL DEFENCE SERVICES COMPENSATION FOR PEACE TIME 

. INJURIES0 


(Reference Cabinet 4 (39) Conclusion 2) 


Memorandum by the Lord Privy Seal. 

CP/. 42 (39) - circulated herewith. 


5. CONCLUSIONS OF HOME AFFAIRS COMMITTEE. 


3rd Conclusions (39) of Committee of Home Affairs 
to be circulated. 


(a)	 -Patents, and. Designs (Limits of Time) Bill. 


(Reference Cabinet 34 (38) Conclusion 4) 


Memorandum by the president of the Board of 

Trade, covering draft Bill. 


H.A.	 7 (39) - already circulated. 


(b)	 Local Government Superannuation Bill. 


(Reference Cabinet 2 (39) Conclusion 11) 


Memorandum by the Minister of Health, 

covering draft Bill. 


H.A.	 8 (39) - circulated herewith. 




6c PRIVATE MEMBERS\ BILLS. 


For Friday, 24 th Februaryf .19.59* 


(a)	 Shops Bill. Second Readingo (Mr0 Leslie (La.)) 


(Reference Cabinet 16 (37) Conclusion 9) 


(b) Highways Protection Billn	 Second Readings 
(Mr. Henry Strauss - ( c ) ) 

(Signed) E.E, BRIDGES 


Secretary to the Cabinet. 


Richmond Terrace, S.W.I. 


10th February, 1939* 
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C A B I N E T 7 ( 5 9 ) 


CONCLUSIONS of a Meeting of the Cabinet held 

at 10, Downing Street, S.W.I., on WEDNESDAY, 


15th FEBRUARY, 1939, at 11.0 a 0 m . 


PRESENT:-


The Right Hon. Neville Chamberlain, M.P., 

Prime Minister. (in the Chair). 


ie Right Hon. 

Sir John Simon, G.C.S.I., 

G.C.V.O. , O.B.E., K.C., M.P., 

Chancellor of the Exchequer. 


ie Right Hon. 

Lord Maugham, 

Lord Chancellor. 


te Right Hon. 

The Viscount Halifax, K.Cx., 

&.C.S.I., G.C.I.E., Secretary of 

State for Foreign Affairs. 


le Right Hon. 

Sir Thomas Inskip, C.B.E., K.G., 

M.P., Secretary of State for 

Dominion Affairs. 


tie Right Hon. 

Malcolm MacDonald, M.P., 

Secretary of State for the 

Colonies. 


le Right Hon. 

W.S. Morrison, M.C., K . C , M.P., 

Chancellor of the Duchy of 

Lancaster. 


ie Right Hon. 

L. Hore-Belisha, M.P. ,

Secretary of State for War. 


te Right H 0 n . 

John Colville, M.P., Secretary 

of State for Scotland. 


te Right Hon. 

The Earl De La Warr, President 

of the Board of Education. 


te Right Hon. 

Ernest Brown, M . C , M.P., 

Minister of Labour. 


The Right Hon. 

The Viscount Runciman, 

Lord President of the Council, 


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. 


The Right Hon, -

Sir John Anderson, G . C B . ,

G.C.S.I., G.C.I.E., M,P., 

Lord Privy Seal. 


The Most Hon. 

The Marquess of Zetland, C C . S X 

G.C.I.E., Secretary of State 

for India and B\irma. 


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. 

The Earl Stanhope, K.G. , D.S.O., 

M . C , First "Lord of the 

Admiralty. 


The Right Hon. 

Sir Kingsley Wood, M.P., 

Secretary of State for Air. 


The Right Hon. 

Oliver Stanley, M.C., M.P., 

President of the Board of Trade. 


The Right Hon. 

Walter Elliot, M.C., M.P., 

Minister of Health. 


The Right H 0 n . 

B.L. Burgin, M.P., Minister of 

Transport. 


The Eight Hon. 

Sir Reginald Dorman-Smith, M.P., 

Minister of Agriculture and Fisheries. 


-p Edward E, Bridges, K . C B . , M.C., Secretary. 




C A B I N E T 7 ( 5 9 ) . 


CONCLUSIONS of a Meeting of the Cabinet held on 

Wednesday, the 15th FEBRUARY, 1959, at 11.0 a.m. 


ion 

No. Subject. Page. 


1. ITALY.	 1. 


2.	 . HOLLAND: 


Possible German Invasion. 2. 


3. GERMANY.	 3. 


4.	 THE FAR EAST: Japan and China; 

Occupation of Hainan. 4. 


5.	 CHINA: 

Financial Assistance to. 5. 


6.	 SPAIN: 


Recognition of General Franco's Government. 6. 


7. ANTI-COMINTERN PACT.	 15. 


8. THE GENERAL ACT.	 16. 


9. PALESTINE.	 17. 


10.	 INDIA: 

Congress in the Indian States. 21. 


11.	 CIVIL DEFENCE SERVICES: 

Compensation for peace-time Injuries. 25. 


12. THE PATENTS AND DESIGNS (LIMITS OF TIME) BILL. 51. 


13. THE LOCAL GOVERNMENT SUPERANNUATION BILL. 52. 


14. THE SHOPS BILL.	 33. 


15. THE HIGHWAYS PROTECTION BILL.	 34. 
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1. THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 


said he understood that Signer Mussolini was 


expected to make an important speech on Sunday 


next. He thought that it was for consideration 


whether, if some Minister was engaged to speak 


before Sunday night, he might include in his 


speech some reference to the declaration made 


by the Prime Minister in the House of Commons 


on the 6th February as to our relations with 


France. For example, it might be said that 


this declaration was of a formal and grave 


character and had behind it the approval of the 


who 1 e country. 


The Cabinet	 agreed: 


That the Chancellor of the Exchequer 

who was due to make a.speech on 

Thursday, 16th February, should 

consult with the Prime Minister and 

the Foreign Secretary in regard to 

this suggestion. 




possible 

German 

invasion. 
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said that he had seen the Dutch Foreign Minister 


on the previous day. A record of the conversation 


would be circulated in due course. Briefly, 


Dr. Patijn did not attach great importance to 


the rumour of a possible German invasion of Holland, 


and had made it clear that if Holland was invaded 


the Dutch would resist. 


The Foreign Secretary added that he had 


not said very much to Dr. Patijn as to our position, 


except to point out that we ?/ere almost as nearly 


interested as the Dutch themselves in the 


maintenance of the integrity of Holland. This 


remark had fitted in rather well with certain 


ideas cf Dr. Patijn's as to Pacts of Non-


Aggression on the Belgian model with Holland's. 


neighbours. It appeared that Dr. Patijn was 


mainly anxious about the position of the Dutoh 


East Indies and the recent Japanese occupation of 


Hainan (See Conclusion 4 below). 


The Cabinet took note of 

the above. 




3. THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 


said that a report had been received from our 


Military Attache in Berlin, dated 24th January, 


reporting certain signs of military activity in 


South Germany., There was, however, nothing which 


definitely portended military activity on a large 


scale, or even partial mobilisation, in February. 


A Paper from the War Office Intelligence Section, 


dated 8th February, reported that, beyond general 


military measures aiming at placing Germany in as. 


high a degree of readiness for war as was possible 


without mobilisation, there were no measures pointing 


to military action West, East or South. The Military 


Attache at Berlin, after a visit to Vienna in 


February, had no confirmation of any large-scale 


military activities in that areao 


Continuing, the Foreign Secretary invited 


attention to General Temperley's article in the "Daily 


Telegraph" of the 13th February, the general effect of 


which was to indicate some reduction in the temperature,. 


THE PRESIDENT OF THE BOARD OF TRADE added 


that he had now definitely been Invited to Berlin on 


the 17th March in connection with the discussions 


between United Kingdom and German industrialists. 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


then read out extracts from a Jfote by Mr. Kirkpatrick, 


in regard to Herr Hitler's Reichstag speech on the 


30th January. Evidence had accrued that the 


reference in Herr Hitler's speech to a long peace 


had been a last minute interpolation, and that the 


portion about Colonies and Great Britain had been very 


much toned down. There were also indications that 


persons in inner Nazi circles recognised that the 


feeling of the German people was now very strongly 


against war. 




apan and China, 


Occupation of 

ainan, 
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said that his colleagues would have seen the report 


of the Japanese landing on Hainan Island, The French 


had made representations to the Japanese Government, 


and we had supported their representations^ The 


Japanese Government had replied that the occupation 


would not last longer than was dictated by military 


needs, and that Japan had no territorial designs on 


the Island, It did not appear that there was any 


further action which we could take in the matter. 


The Cabinet took note of this statement. 




said that he was still awaiting news from Washington 


as to the parallel action which the United States 


Government might take in the event of our deciding 


to proceed with the Chinese Currency Stabilisation 


Loan proposals* In the meantime, H.M* Ambassador 


in China continued to confer with General Chiang

Kai-shek, and the various methods of dealing with 


the proposal were under examination departmentally 


by the Treasury and Foreign Office* 


In discussion, several Ministers expressed 


the view that it was undesirable that a decision on 


this matter should be long deferred and that 


action on our part coming after the occupation 


of Hainan by the Japanese, would have considerable 


effect. 


THE PRESIDENT OF THE BOARD OF TRADE said 


that he understood that the Chinese had maintained 


the value of their currency for s ome months by 


lieans of a revolving fund of £500",000. It was 


evident, therefore, that the proposed loan of 


£3 millions was likely to prove of substantial 


assistance to them 0 


The Foreign Secretary undertook to bring 


the matter before the Cabinet at the next weekly 


Meeting, whether or not an answer had then been 


received from the United States 




6 , The Cabinet had before them a Memorandum by--the 

Secretary of State for Foreign Affairs ( C P . 46(39)) 

in which he summed up recent developments of the 

situation in Spain0 There was now no doubt as to 

the final issue in the Spanish civil ware So long, 

however, as His Majesty's Government maintained their 

present attitude towards General Franco rs 

Administration, they were impotent to promote one of 

the principal purposes of British policy in Spain, 

namely, the effective combating of German and Italian 

influence with General Franco's regime* He had 

therefore reached the conclusion that there was very 

much more to be gained than there was to be risked, by 

early recognition of General Franco^, which should be 

unconditionalo . The matter was urgent, as other 

Governments were rapidly moving in the same direction. 

In the circumstances, the Secretary of SBtate urged 

that, subject to agreement with the French, a decision 

should be taken to inform General Franco that His 

Majesty's Government were prepared to accord him full 


recognition and to accredit an Ambassador to him 


without delay. As an act of courtesy, prior notice 


of our intention might be given to our ally Portugal, 


which was Spain's only other neighbour,, 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


said that in his view the most important point in 


the Memorandum was the argument in paragraph 7, that 


the final outcome of the Spanish war could not be ,in 


dispute, and that the sooner we recognised General 


Franco and thus combated the growth of German and 


Italian influence with General Franco's regime the 


better. He also attached importance to acting in 


concert with the French,, 


At the same time, after discussing the matter 


with the Prime Minister on the previous afternoon, 
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he now wished to make, one qualification to. the proposals 


in his Memorandum. That qualification was that if 


we could avoid the political misrepresentation which 


would attend early recognition of General Franco's 


Government9 without incurring any serious delay, we 


should do so. If it should prove possible to persuade 


the Republican Government to stop fighting of their 


own volition, this Y /ould greatly ease the difficulties 


in the way of recognition. 


Accordingly a telegram had been sent the previous 


night to our representative at Burgos (No. 115). In this 


telegram Sir R. Hodgson was asked to inform General 


Franco of the indications that we had received that the 


Spanish Government would be willing to cease hostilities 


if General Franco would give assurances on three points: 


(l) the withdrawal of all foreign volunteers; 


(2) reprisals; 


(3) the freedom of the Spanish people to choose 

the future regime in Spain. 


It would be observed that this telegram did not mention 


recognition, or that we were considering the grant of 


recognition immediately hostilities had been brought 


to an end. 


The Secretary of State for Foreign Affairs 


then set out the recent developments as regards France. 


A telegram had been received from our Ambassador in Paris^ 


the previous evening (No. 6 l )  which stated that the 
9


Ministerial Council had decided to send M. Berard back 


to Burgos officially. 


A subsequent message (No. 62) had been received 


from Paris to the effect that M. Berard would proceed 


to Burgos on 16th February, and would return to Paris 


early next week after discussions with Generals Franco 




and Jordana. If General Franco accepted the proposals 


which were to be put forward by Mr- Berard, a date 


would be fixed for simultaneous recognition of General 


Franco's Government by France and Great Britain. This 


plan had been accepted by the French Council of 


Ministers on the previous day. 


Continuing, the Foreign Secretary said his 


conclusion was that, subject to consultation with the 


French and to the situation developing as anticipated, 


he thought we should await General Franco fs answer to 


the Spanish Governments offer to cease hostilities 


on certain conditions. If, however, negotiations were 


prolonged, or the Spanish Government proved obdurate, 


then we should be prepared to recognise General Franco's 


Government on the basis set out in hiB memorandum. 


The Foreign Secretary informed his colleagues 


of the reaction to his proposals which he had obtained 


from three members of the House of Commons. Two had 


been in favour and the third had thought that, while 


it was wrong to encourage the Spanish Government to 


resist, it would be equally wrong for us to recognise 


General Franco's Government unless we obtained some 


undertaking in regard to reprisals. 


In the discussion which ensued, THE CHANCELLOR . 

OF THE EXCHEQUER referred to the difficulties with which 

the French Government would be faced in regard to 

property removed to France by the Spanish Government. He 

thought that we might be faced with similar difficulties 

here, but these difficulties would not be nearly so 

serious as those facing the French. Of the three points; 

mentioned in paragraph 14 of the Foreign Secretary's 

memorandum, he attached particular importance to repri

sals. He thought that we should be in a far stronger 
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position if we could get it on record that General 


Franco undertook to abstain from reprisals and show 


mercy. 


THE FOREIGN SECRETARY said that General Franco 


had already stated that he would abstain from general 


political reprisals9 but that justice would be done on 


those who had committed crimes. The real difficulty 


was likely to arise in the interpretation to be placed 


on this undertaking. For example, Signor Barriobero9 


President of the People's Tribunal at Barcelona and 


Madrid9 had been condemned to death. While General 


Franco's Government no doubt regarded him as having 


committed crimes in sentencing Nationalists to death, 


their action might be regarded in other quarters as a 


reprisal. His own view was that we could not usefully 


intervene on behalf of those persons to whom prima facie 


it might be thought that General Franco should show 


clemency. 


THE PRIME MINISTER said he was not clear whether 


we were, in fact, keeping in step with the French. The 


French were proceeding on the basis of recognising General 


Franco, subject to certain conditions, whereas we favoured 


the surrender of the Spanish Government on terms which 


would open the way for recognition. There were thus two 


possibilities: one was that General Franco v/ould accept 


the offer of the Spanish Government to surrender on 


certain conditions - in which case  presumably we should 
s


recognise him at once. The other possibility was that 


the French v/ould obtain the assurances they asked for 


from General Franco. In that event, was there not a 


risk that we should be asked by the French to recognise 


General Franco at once. If the Spanish Government were 


on the point of surrender, it might be desirable that we 


should not be tied up too closely with the French^ since 


it might be better that we should defer action for a day 


or so, in order that our recognition might follow and 


not precede the cessation of hostilities. 
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The discussion then turned to the 


question of belligerent rights0 


THE MINISTER OF HEALTH enquired 


whether recognition could be granted without 


according belligerent rights to General Franco. 


In his view it was somewhat illogical to 


proceed to recognition without having passed 


through the immediate stage of recognising the 


existence of a war by granting belligerent 


rights o 


THE FOREIGN SECRETARY thought it was 


a pity to complicate a relatively straight

forward position by introducing the question 


of belligerent rights 
e 


THE MINISTER FOR CO-ORDINATION OF DEFENCE 


pointed ou£ that? since the outbreak of war 


when the 5^e^9?ge^^ had had command of the sea, 


we had declined to give them belligerent rights 


and had adhered consistently to ihat policy -ev^a* 


THE LORD CHANCELLOR thought that there 


was some difficulty in granting full recognition 


to General Franco and, at the same time, 


maintaining that he had no right to blockade, 


for example, Valencia,, He thought that 


whatever international jurists might say General 


Franco would, in fact, do so Q 


In regard to the Minister of Health*s 


point, we had only refused to recognise the 


Spanish civil war as "a war" in a'purely technical 


sense from the point of view of international law. 


From the point of view of international 


law, there was much to be said for the view that 


Republican Spain no longer had In existence a 




recognised working Government whereas Nationalist 


Spain had such a Government and was also in 


possession of five-seventh's of Spain. 


Prom the point of view of a lawyer he 


would much prefer that we should accord de facto 


recognition to General Prance In practice no 


doubt the point was not of material importance, 


since it was possible to accredit a Minister or 


Ambassador to a State which was recognised de facto. 


THE SECRETARY OP STATE POR HOME AFFAIRS 


and THE SECRETARY OF STATE FOR DOMINION AFFAIRS 


thought that if we were now to recognise General 


Franco, we had better do it in one stage, and not 


to start with de facto recognition and proceed 


later to de Jure recognition. 


THE CHANCELLOR OF THE EXCHEQUER said that, 


in the case of Abyssinia, we had been concerned 


with the conquest by a foreign Power, and there 


was a good deal to be said for according 


de facto recognition in such a case; but he did 


not agree that the same considerations applied 


to the victor in a civil war.. 


THE SECRETARY OF STATE FOR AIR thought 


that there was great political advantage in not 


according recognition until the Government troops 


had surrendered,. If, however, this could not 


be brought about forthwith,, then we should obtain 


the full advantage of the situation by according 


de jure, recognition to General Franco without 


undue delay. 
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THE PRIME MINISTER said that he thought the view 


of the Cabinet was clearly that His Majesty's Government 


should recognise General Franco's Government very soon. 


Equally, his colleagues would all prefer that the 


surrender of the Spanish Government troops should precede 


the recognition of General Franco. If, however, the 


Spanish Government was obdurate or negotiations were 


unduiby prolonged, he suggested that the Foreign Secretary, 


in consultation with himself, should be authorised to 


recognise General Franco's Government in conjunction 


with the French Government, should the course of events 


make such action- desirable before the next weekly 


meeting of the Cabinet. 


On the other hand, if the surrender of the 


Spanish Government troops was imminent, it would be 


worth while to run a little risk by delaying a day or 


so in order that surrender might precede recognition. 


The Cabinet agreed to this course. 


THE PRESIDENT OF THE BOARD OF TRADE said he 


thought it should be clearly understood whether this 


conclusion involved the grant to General Franco of 


belligerent rights. 


THE FOREIGN SECRETARY said that we had consistently 


maintained the right to protect our shipping on the high 


seas, and had denied the right of the Insurgent Forces 


to attack our shipping in territorial waters. We 


should continue to maintain that position, but he 


doubted whether the practical effect would be great.. 




THE SECRETARY OP STATE FOR THE COLONIES said that, 


while he agreed with the course proposed, he attached 


great importance to obtaining^a unilateral statement -fse-rfr 


-̂ nci'*a3t̂ 5W-4-ieia on the points referred to in paragraph 14 


of the Secretary of State's paper. 


The discussion then turned to the question whether 


it would he desirable to discuss these proposals with the 


Opposition Leaders. 


The view generally taken was that this course might 


prove embarrassing. For example, the discussion with the 


Opposition Leaders might proceed on the basis that we 


were attempting to secure certain undertakings from 


General Franco's Government; and in the event we might 


not succeed in obtaining them in full. 


There was also the point that the Opposition 


Leaders could hot adopt a moderate attitude in this 


matter without exposing themselves to criticism from 


their own extremists and that it was therefore unlikely 


that consultation would appreciably affect the attitude 


of the Opposition,, It was agreed, however, that it 


might be desirable to tell the Opposition Leaders what was 


proposed so soon as a decision to recognise General 


Franco's Government had beon tajken. 


The Cabinet agreed.

(l)	 That it was desirable that His Majesty's 

Government should recognise General 

Franco's Goveiriment in the near future,, 


(2)	 That, if possible, recognition should 

follow surrender by the Spanish Government 

forces but that if the Spanish Government 

Authorities proved obdurate and negotiations 

were prolonged, it might be necessary that 

recognition of General Franco's Government 

should precede the cessation of 

hostilities. 




(3)	 To authorise the Secretary of State for 
Foreign Affairs, in consultation with the 
Prime Minister, to despatch the necessary 
telegrams to give effect to these decisions. 

(4)	 To authorise the Primo Minister and the 

Foreign Secretary, if events should make 

it necessary that General Franco should he 

recognised before the next weekly meeting 

of the Cabinet, to take the necessary 

action without further reference to the 

Cabinet. 


(5)	 That the Dominion Governments should be kept 

informed of the action proposed and that 

the President of the United States should 

also be informed of our general intentions 

in this matter. 


(6)	 That as regards belligerent rights we should 

adhere to the present position that neither 

side was entitled to exercise belligerent 

rights against third parties. 




o p c* 

7 . THE SECRETARY OF STATE FOR FOREIGN 

AFFAIRS said that on lOth February Sir Robert 

Craigie had telegraphed (Telegram No. 128 from 

Tokio) that he had been informed that the Japanese 

Government had decided to reject the proposals 

of Germany and Italy to convert the anti-Comintern 

Pact into a formal alliance. There was however some 

indication that Japan was preparing draft counter

proposals with the same object in view. 
The Cabinet took note 

of the above. 




8. THE SECRETARY OP STATE FOR FOREIGN 


AFFAIRS thought that his colleagues should he 


aware that as a result of discussions that had. 


taken place during the previous week, the 


French Government had agreed to a suggestion 


Which We had made to them, that while we should 


not withdraw from the General Act for the Pacific 


Settlement of International Disputes, we should 


make our continued adherence to the Act subject 


to a reservation regarding our position in time 


of war. Action on these lines had already teen 


taken by H.M. Government in the United Kingdom and 


by the French Government-, 


The Cabinet took note 

of this statement. 
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PALESTINE. 9. THE SECRETARY OP STATE FOR THE COLONIES 


said that since the last meeting of the Cabinet it 

(previous 

Reference: had been found possible to bring the two separate 

Cabinet 6 

(39), Con- Delegations of Palestinian Arabs into a single 

elusion 8. ) 


Delegation. The Conference had now settled down to 


FrR-tl3^) 5* separates ̂ discussions between British representatives 

and,the representatives of the Arabs and of the Jews 

respectively. 

In the discussions with the Arabs there 


had been considerable talk on general principles. 


Attention had at first been concentrated on the 


passage in the McMahon correspondence, which was 


regarded by the Arabs as confirming their claim to 


Palestine. He hoped that before long the discussions 


would take a somewhat more practical turn. At the 


moment the Palestine Arab Delegation were pressing 


for the immediate recognition of an independent Arab 


Government in Palestine. The Delegation, while 


personally pleasant to deal with, had adopted a very 


intransigent attitude. 


The Delegations from the neighbouring 


Arab countries had not adopted a very helpful line. 


This was mianly due to General Nuri's insistence on 


making an unqualified statement of sympathy with the 


Arab case. He had been restrained from doing this 


for several days, but had finally insisted on making 


this statement. As a result, it was inevitable 


that the representatives of the other neighbouring 


Arab States should follow suit. The representatives 


of Saudi-Arabia had already done so, in a reasonably 


moderate statement, and the others would follow suit 


shortly. 




While this had been their public attitude, 


in private the representatives'of the Arab States 


had all indicated that they were in favour of a 


settlement by compromise. The position was well 


exemplified by the statement of Fuad Bey Hamza who 


said that while their hearts were with the Palestinian 


Arabs-, they had brought not only their hearts, but 


also their heads, to London. The Prime Minister's 


talks on the previous day with the representatives 


of the neighbouring Palestinian Arabs had been of the 


greatest assistances 


(At this point Lord Halifax left the 

Meeting.) 


In the small hours of that morning he had 


seen the representatives of the neighbouring Arab 


countries in private, and had given them as a basis 


for private discussion the proposals set out in the 


report of the Palestine Committee, including Plan (A) 


to deal with the immigration problem. It had been 


clear that these proposals had come as a severe 


disappointment to the representatives of the Arab 


States, and General Euri had started arguing in favour 


of the full Palestinian Arab claim. Puad Bey Hamza 


wanted Jewish immigration completely stopped for a 


period of three or four years, after which it might 


perhaps be re-started if the Hewish refugee problem 


had not by then been solved. After a long discussion, 


the representatives of the neighbouring Arab States 


had agreed to take the proposals away and discuss them 


among themselves. The Egyptian representative had 


stated afterwards that he thought that the proposals 
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represented the hasis of agreement with slight 


modifications, hut he (the Colonial Secretary) thought 


that this was over-optimistic. 


In dealing with the representatives of the 


Arab States, it must be remembered that they (like 


the Jews) had a very good case. Further, they had a 


very difficult delegation of Palestine Arabs to deal 


with; and they were very hard bargainers. 


As regards negotiations with the Jews, 


discussion had so far been mainly confined to one 


particular aspect, namely, the strategic importance 


to this country of maintaining friendly relations 


with the States neighbouring on Palestine. 


He hoped to get down to more practical 


discussions that evening, when he proposed to put to 


the Jewish representatives the proposals in the report 


of the Palestine Committee, including plan (B) for 


immigration. The Foreign Secretary had made a most 


effective appeal to the Jewish representatives on the 


previous day. The main point which he had made was 


that the Jews would come best out of this matter 


if they took a really generous line themselves. 


On the whole, the atmosphere had been more 


friendly than he had expected. While this was 


encouraging, it was clear that the two sides were 


still very far apart. 


THE PRIME MINISTER said he was sure 


that his colleagues would recognise the difficulty 


of the negotiations in which the Colonial Secretary 


was engaged, and the great demands which would be 


made on his time. At the same time, his colleagues 




would also note with satisfaction the friendly

atmosphere which had been maintained, which offered 


good promise for the future. 


The Cabinet took note of 

this statement. 




INDIA. 
Congress and 
the Indian 
S ta te s . 

(previous 

Reference: 

Cabinet 2 

(59) Oon
clusion 6 ) . 
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10. The Cabinet had before them a Memorandum by 


the Secretary of State for India (C.P.-44 (39)) 


informing them of organised agitation,, accompanied 


by violence in some cases, which had been started by 


the Congress Party, with the object of compelling 


the Rulers of the Indian States to grant responsible 


government in their territories. The end in view 


was to force the Rulers to agree that their 


representatives in the Federal Legislature should 


be chosen by election, instead of by nomination, 


vfoich was the only method by which the Congress 


Party could secure a majority in the Federal 


Legislature. If this were achieved, the Congress 


leaders believed that they could make it very 


difficult, if not impossible, for the Governor-


General to exercise the special powers vested in him, 


by the Government of India Act, The policy adopted 


by His Majesty"s Government towards questions of 


constitutional reform in the States was that the 


nature of the changes was a matter for the Rulers 


themselves, but that they would be given the 


protection to which they were entitled, under their 


treaties, against violence and disorder. The 


Viceroy was advising the' States to stand firm, but 


it was clear that there was a danger of Mr, Gandhi 


and the Working Committee of Congress calling out the 


Congress Provincial Ministries as a protest. If we 


failed to support the Rulers, they would be driven 


to make the best terras possible with Congress, while 


it was possible to do so. 
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10. The Cabinet had before them a Memorandum by 


the Secretary of State for India (C.P.-44 (39)) 


informing them of organised agitation, accompanied 


by -\aolence in some cases, which had been started by 


the Congress Party, with the object of compelling 


the Rulers of the Indian States to grant responsible 


government in their territories. The end in view 


was to force the Rulers to agree that their 


representatives in the Federal Legislature should 


be chosen by election, instead of by nomination, 

vtfiich was the only method by which the Congress 

Party could secure a majority in the Federal 

Legislature. If this were achieved, the Congress 

leaders believed that they could make it very 

difficultP if not impossible, for the Governor-

General to exercise the special powers vested in him. 

by the Government of India Act. The policy adopted 

by His Majesty's Government towards questions of 

constitutional reform in the States was that the 

nature of the changes was a matter for the Rulers 

themselves, but that they would be given the 

protection to which they were entitled, under their 

treaties, against violence and disorder. The 

Viceroy was advising the States to stand firm, but 

it was clear that there was a a.anger of Mr. Gandhi 

and the Working Committee of Congress calling out the 

Congress Provincial Ministries as a protest. If we 

failed to support the Rulers, they would be driven 

to make the best terms possible with Congress, while 

it was possible to do so. 

file://-/aolence


The Conclusions arrived at by the Secretary of 


State and the Viceroy, for which the fox-mer sought the 


agreement of his colleagues, were summed up at the end 


of the Memorandum as follows:

(l) We are bound by 6ur treaty obligations to 

the States to support them0 


(2) If we failed to support the Rulers now a 

land-slide would, be inevitable, the Rulers 

seeking to make their peace with the 

Congress while there was time. 


(5) For a number of reasons we could not allow 

ourselves to be influenced by the resignation 

of the Governments on a matter with which, 

under the Government of India Act, they have 

no concern. 


THE SECRETARY OF STATE FOR INDIA said that he 


would like to give his colleagues some of the background 


of the present situation. Since the late summer of 


1937, Provincial Autonomy had been working successfully 


and there had been considerable speculation as to the 


prospects of Federation. It was freely said in certain 


quarters that, just as Congress had given way and had 


worked the Provincial Assemblies so, when the time came, 


they would work Federation. The opinion had grown that, 


this was in effect the intention of the Right Wing of 


Congress, and the result had been to make the Left 


Wing more violent. To meet this situation, and to 


show that they were as good Nationalists as the Left 


Wing, the Right Wing had thrown themselves into a 


campaign against the Ruling Princes, with the idea of 


compelling them to introduce responsible government 


in their States. The object of this campaign was 


clearly to capture sufficient seats to enable Congress 


to secure an absolute majority in the Federal 


Legislature. 




The first question to he settled was what our 


policy should be towards the question of constitutional 


reform in the States. Our present policy on this 


matter was set out in paragraph 4 of his Paper, while 


the justification for it was dealt with in paragraph 7. 


That paragraph, however, only dealt with the juridical 


justification, based on the contractual relations 


between the Ruling Princes and the Paramount Power. 


Two further arguments could be adduced as justification 


on grounds of expediency. The first was that it was 


undesirable that there should be a Congress majority 


in the Federal Legislature. The second was that 


Moslem opposition to Congress was becoming stronger, 


since Congress was regarded as a purely Hindu 


organisation. 


The Secretary of State quoted instances to 


illustrate the Moslem opposition to the Congress 


Party. In particular, the All-India Moslem League, 


at a meeting a month ago, had passed a resolution 


condemning the attitude of Congress in conducting 


agitation in the States, and had said that if this 


attitude continued, they would have to intervene. 


A further complication in the situation was 


that, if it was decided to support the Ruling Princes, 


it would be necessary in many cases to rely on the 


co-operation of the Provinces, on whom calls would 


have to be made to supply police. The Provinces 


which had Congress Party Ministries, would clearly be 


opposed to such action. It was however, significant 


that in a case in which help had been despatched to 


the Ruler of a small State in Central India, the 


Punjab Province, which had a Moslem Prime Minister, 


had willingly provided the police force required. 
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The first question to toe settled was what our 


policy should be towards the question of constitutional 


reform in the States. Our present policy on this 


matter was set out in paragraph 4 of his Paper, while 


the justification for it was dealt with in paragraph 7. 


That paragraph, however, only dealt with the juridical 


justification, based on the contractual relations 


between the Ruling Princes and the Paramount Power. 


Two further arguments could be adduced as justification 


on grounds of expediency. The first was that it was 


undesirable that there should be a Congress majority 


in the Federal Legislature. The second was that 


Moslem opposition to Congress was becoming stronger, 


since Congress was regarded as a purely Hindu 


organisation. 


The Secretary of State quoted instances to 


illustrate the Moslem opposition to the Congress 


Party. In particular, the All-India Moslem League, 


at a meeting a month ago, had passed a resolution 


condemning the attitude of Congress in conducting 


agitation in the States, and had said that if this 


attitude continued, they would have to intervene. 


A further complication in the situation was 


that, if it was decided to support the Ruling Princes, 


it would be necessary in many cases to rely on the 


co-operation of the Provinces, on whom calls would 


have to be made to supply police. The Provinces 


which had Congress Party Ministries, would clearly be 


opposed to' such action. It was however, significant 


that in a case in which help had been despatched to 


the Ruler of a small State in Central India, the 


Punjab Province, which had a Moslem Prime Minister, 


had willingly provided the police force required. 
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Finally, the Secretary of State touched on 


the prospects of a "break between ourselves and the 


Congress Party over this matter. It might be significant 


that Subas Bose, a Left Winger, had recently been elected 


as President of Congress, 


Until after the meeting of the Congress Working 


Committee which was to be held in the second week of 


March, it would not be possible to say whether this 


indicated a general swing to the Left, Indications 


were not wanting that Mr, Gandhi would endeavour to 


treat the campaign against the Princes as a smoke-screen 


behind which to maintain the unity of the Party by 


ensuring that all the energies of the Left Wing were 


devoted to a usampaign against the Princes, 


Continuing, the Secretary of State said that 


the Governors of the Provinces had been warned of 


the possibility of a split with Congress. His own 


view was that Congress would not make a thorough 


break, but that a break might be expected in the two 


Governments who were in closest contiguity to the Indian 


States most concerned. If so, this would give further 


room for manoeuvre, 


THE SECRETARY OP 3TATE FOP HOME AFFAIRS and THE 


CHANCELLOR OP THE EXCHEQUER both expressed the view that 


it was essential to act on the lines proposed by the 


Secretary of State for India. Attention was drawn to 

-

the pledges which had been given to the Princes over a 


long period of years, and to the fact (pointed out in 


paragraph 14 (-2) of 0,P  44(39)) that, if we failed to 
o


support the Rulers now, a land-slide would be inevitable-. 

The Cabinet approved the course 

proposed by the Secretary Of State 

for India in paragraph 14 of his 

Memorandum, which is summarised above. 




CIVIL DEFENCE II. The Cabinet.had under consideration a Memo-

SERVICES. 


randum by the Lord Privy Seal ( C P . 42 (39)) putting 

Compensation 

for Peace-time forward proposals for compensation to members of the 

Injuries. 


Civil Defence services in respect of death or disable
(Previous 

Reference: ment attributable to injuries sustained by volunteers 

Cabinet 4 

(39), Con- in the course of peace-time training. He attached as 

clusion 2.) 


Appendices to his Memorandum two Schedules showing 


the terms at present in force under the Insurance 


Policy Schemes as compared with those he now suggested. 


The effect of his proposals on lump-sum payments on 


death, the principle of which should be retained, were 


shown as follows:-


Comnensation Payment for Death. 


A.R.P. Volunteers. 
For widow with one 

Auxiliary Firemen. 
or more dependent 
children. £600 £1,000 
For widow without 
dependent children. £400 £700 

For a motherless £300 £500 
dependent child 
or children. 

For other relatives 

wholly or mainly not exceeding £300 not exceeding £500 

dependent. 


In respect of specified injuries representing either 


total disablement or a measure of permanent partial 


disablement, the Lord Privy Seal suggested the following 


terms, to be applied both to A.R.P. volunteers and to 


Auxiliary Firemen:-


Total disablement - £5 a week for six months, 

and thereafter the following pension 

rates, which were slightly lower than 

those now contemplated under the War Code:

30/- a week for a single man. 


35/- a week for a man with wife. 


40/- a week for a man with wife 

and one dependent child. 


With an additional allowance of 3/
a week for each additional dependent 

child up to a. maximum total allowance 

of 49/- a week. 




 !
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For permanent partial disablement, proportionate 

rates would be paid: also reimbursement of 'i 

reasonable medical fees. The Lord Privy Seal 

proposed, however, that Auxiliary Firemen already 

enrolled should be given the option of retaining 

their existing terms if they so desired. 

The Lord Privy Seal proposed that the 

risks of compensation should he carried by the 

Government, and not, covered by insurance. 

Finally, the Lord Privy Seal called 

attention to possible repercussions of the 

rates he proposed on other compensation rates 

payable for peaoe-time injuries in the Services 

and under Workmen's Compensation. 

THE LORD PRIVY SEAL said these proposals 

were complementary to the rates of pay in time 

of war for volunteers serving whole-time in Civil 

Defence which had been approved by the Cabinet 

a fortnight ago. The present proposals, however, 

related to compensation in respect of death or 

disablement attributable to injuries sustained by 

volunteers during training in peace-time. In 

dealing with this matter, he had been faced with 

the difficulty that he could not start with a 

clean slate. Some time past, two insurance 

schemes had been in force: one for A.R.P. workers 

in general, and the second for Auxiliary Fire 

Service into which 100,000 men had already been 

recruited. It was also necessary to relate 

the proposals to the existing scales of 

compensation in other spheres. The matter had 

been exhaustively discussed at a series of meetings 

with representatives of the Treasury and other 

Departments concerned. 
- 26 
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The Lord Privy Seal said that he would have liked 


to have assimilated the benefits payable under the two 


scales, either by scaling down the rate of the Auxiliary 


Fire Service, or by scaling up the rate of the A-R.P. 


Volunteers or by finding an appropriate halfway house. . 


It was clear, however, that he would be faced with great 


difficulties if the launching of the National Service 


campaign coincided with a marked reduction in the 


terms offered. He was also advised that any substantial 


increase in the rates applicable to A.R.P. volunteers 


would give rise to serious difficulties. While, 


therefore, it had been found possible to reach substantial 


similarity in the terms between the two schemes generally, 


there remained a wide divergence as regards the amounts 


payable in death benefits. It was, of course, illogical 


to have different rates of death benefit in the two 


branches of the Service. The difference, however, could 


be justified by reference to the exceptional 


risks to which the Auxiliary Fireman was exposed in 


undergoing training. 


In dealing with this matter, steps had been 


taken to amplify the scheme of compensation which was 


at present somewhat unsatisfactory, so as to provide a 


suitable basis for a Government scheme of compensation. 


For example, the existing terms for a long period of 


disablement were not satisfactory. 


The scheme had been discussed informally with 


representatives of the Trade Union Congress and the 


Federation of Employers' Organisations. The former 


argued vigorously that the death benefit of the A.R.P. 


volunteers should be scaled up to the figure paid to the 


Auxiliary Firemen, while the latter body took the opposite 


view. He anticipated that, although the scales differed 


in material respects from other schemes of compensation 


and were thus bound to invite contrast, there would be 


no serious criticism except in regard to death benefits. 


- 27 



THE SECRETARY OF STATE FOR WAR wished to invite 


attention to the course which events had taken since the 


National Voluntary Service campaign had been inaugurated. 


At the meeting of the Cabinet held on 1st February he 


had drawn attention to the fact that persons employed in 


the Ordnance Factories in reserved occupations would 


receive wages varying from 42/- to 5 5/- a week, whereas 


volunteers for A.R.P. duties received £3 a week. The 


corresponding rate for a territorial was 47/3 a week, of 


which 14/- represented payment in cash. 


The compensation proposals now proposed were in 


every respect more favourable than those of the Fighting 


Services. Under the Lord Privy Seal's scheme, the widow 


of an Auxiliary Fireman, who was killed in training, would 


receive £1,000 in cash and would be eligible for a pension 


under the State Contributory Schemes for Widows Pensions. 


The widow of a territorial soldier was not eligible for 


a pension under that scheme and received no lump sum 


payment, but we^34- rpcei vgT-a pension of 17-/6- a wo ok -fgem
fife- p-e^^r^- Jp Alv-i Opf*^*. Sy 1O/6 a, cu-cjL4c iL. cAijLaL&L-sS. cx^eL it 

6ffi^e^r"*whcrci^^ 


Again, under the Lord Privy Seal's proposals, 


an A.R.P. volunteer who was disabled would receive £3 


a week whereas a Territorial who was disabled received 


32/6 a week if he was invalided out of the Service 


altogether. 


The campaign of National Voluntary Service had 


h a d adyense effects/on recruiting for the Territorial 


Army-/ -The figures for/London showed a fall of 2£r per cent. 


He did not wish to oppose the Lord Privy Seal's suggestion,' 


but he claimed that the Services should not be less 


favourably treated. 


THE SECRETARY OP STATE FOR AIR appreciated the 


Lord Privy Seal's difficulties and thought we were in 


danger of getting into the position we had been in at the 
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end of the last war, when those who bore the burden of 


the danger were less well treated than those who remained 


in comparative safety. He thought that the position of 


the Defence Forces must be reserved. He had no doubt that 


the Chancellor of the Exchequer was alive to the needs of 


the situation. 


In reply to the Prime Minister, THE SECRETARY OF 


STATE FOR WAR and THE SECRETARY OF STATE FOR AIR said that 


they were unable to confirm the statement in paragraph 13 


of C P . 42 (39) that an assimilation of the Services' codes 


to that proposed by the Lord Privy Seal would not cost 


more than £80,000 a year 0 


THE MINISTER OF LABOUR said that it would not be 


too easy to obtain general acceptance of the Lord Privy 


Seal's proposals. Further, there was strong feeling in 


the country that the Workmen's Compensation Schemes were in 


need of revision. 


THE SECRETARY OF STATE FOR HOME AFFAIRS said 


that he thought it would be desirable to take the line that 


the present proposals were quite outside the sphere 


of the Workmen's Compensation Acts and that they should not 


be in any way related to the terms of those Acts. 


THE CHANCELLOR OF THE EXCHEQUER said that the 


present proposals were the result of thrashing out the 


matter between the representatives of the Treasury, the Lord 


Privy Seal's Department and the Defence Departments. The 


position was admittedly unsatisfactory, but he found himself 


in agreement with the view that the scales put forward were 


the least which could be offered in the circumstances. 


As regards the possible repercussions on the Services, he 


was willing that these should be examined on the assumption 


that the cost would be found to be in the neighbourhood of 


the figure of £80,000 mentioned in paragraph 13, and did 


not amount to some much larger sum 0 




THE SECRETARY OF STATE FOR SCOTLAND referred to 


the position of Special Constables. At the present time, 


compensation could be paid to them in respect of injury 


sustained on duty but not while in training. It was 


thought desirable that they should be allowed to train 


with the Regular police Force and that this aspect of the 


matter should be watched. 


This was agreed to. 


The Cabinet agreed: 


(a)	 To accept the proposals set out in 

the Lord Privy Seal's memorandum 

( C P . 42 (39)) for compensation 

to members of the Civil Defence 

Services in respect of death or 

disablement attributable to injury 

sustained by volunteers in the course 

of peace-time training: 


(b)	 That the question of any consequential 

revision of the rates of compensation 

payable in peace to members of the 

armed Forces of the Crown (regular 

or auxiliary) should be further 

examined inter-Departmentally. 




THE PATENTS AND 

DESIGNS (LIMITS 

Op TIME) BILL. 


(previous 

Reference: 

Cabinet 34 

(38), Con
clusion 4. ) 
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12. The Cabinet had before them a Memorandum igy 


the President of the Board of Trade (H.A.-7 (39)) 


covering the draft Patents and Designs (Limits of 


Time) Bill, the object of which was to amend certain 


provisions of the Patents and Designs Acts, 1907

1938, relating to the statutory time limits within 


which certain actions precedent to the grant or 


maintenance of a patent must be performed: together 


with the following recommendation to the Cabinet 


thereon by the Committee of Home Affairs (H.A.C. 


3rd Conclusions (39), Minute 2 ) : 

"To authorise the introduction	 forthwith 

in the House of Lords of the Patents and 

Designs (Limits of Time) Bill in the form 

of the draft annexed to H.A.-7 (39), 

subject to. any drafting or other minor 

alterations that may be found necessary 

or desirable." 


The Cabinet approved the above recommendation 

and agreed that the Bill was suitable for 

introduction in the House of Lords. 
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m LOCAL 

KIVSBMETUT 

RVPffiANNUA-

PION BILL. 


$(Previous
iReferenoe: 
[Cabinet 8(39), 
[Conclusion 11), 

13. The Cabinet had under consideration a 


Memorandum by the Minister of Health (H.A.-8 (39)), 


covering the draft Local Government Superannuation 


Bill, the object of which was to effect certin minor 


amendments to the Local Government Superannuation 


Act, 1937, and the Local Government Superannuation 


(Scotland) Act, 1937: together with the following 


recommendation to the Cabinet thereon by the 


Committee of Home Affairs (H.A.C. 3rd Conclusions (39), 


Minute 3 ) ; 

"To authorise the introduction forthwith 

in the House of Commons, with a view to 

its passage into law before the 1st April, 

1939, of the Local Government Superannuation 

Bill in the form of the draft annexed to 

H.A.-8 (39), subject to any drafting or 

other minor alterations that may be found 

necessary or desirable." 


The Cabinet agreed to this recommendation. 




THE SHOPS BILL.


(previous

Reference: 

Cabinet 16 (37),

Conclusion 9 ) . 
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 14. The attention of the Cabinet was drawn to 

 the Shops Bill, introduced in the House of Commons 


 by a Private Member and down for Second Reading on 


Friday, 24th February, 1939. 


It was agreed that this Bill should 

be opposed, and that the arrangements 

in this connection should be concerted 

between the Secretary of State for Home 

Affairs and the Minister of Labour. 
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THE HIGHWAYS 1 5 . The Cabinet had under consideration the 
PROTECTION 
BILL.	 Highways Protection Bill, introduced in the House 


0^  C o m m o n s  a
F.R.	 "  ^y  Private Member and down for Second 

Reading on Friday, 24th February, 1939, 


As the Bill had not been printed, 

it was not discussed. 


Richmond Terrace, S.W.I. 


15th February, 1939* 
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leeting of the Cahinet to he held at No.10 Downing 

Street, S.W.I., on WEDNESDAY, 22nd FEBRUARY, 1939, 


at 11.0 a. m. 


AGENDA. . 


1. FOREIGN AFFAIRS. 


(a) Spain; Recognition of General Franco's Government. 


(Reference Cabinet 7 (39) Conclusion 6 ) . 


(b) China; Financial Assistance to. 


(Reference Cabinet 7 (39) Conclusion 5 ) . 


Memorandum by the Chancellor of the Exchequer. 

C P . 47 (39) - circulated herewith. 


2 * PALESTINE - (If required). 


(Reference Cabinet 7 (39) Conclusion 9 ) . 


3.	 THE ARMY; STATE OF PREPAREDNESS IN RELATION TO ITS ROLE. 


(Reference Cabinet 5 (39) Conclusion 3 ) . 


Memorandum by the Secretary of State for War. 

C P . 27 (39) - already circulated. \ 


Note by the Minister for Co-ordination of Defence, \ 

covering Report by the Chiefs of Staff Sub-Committee, 


C P . 28 (39) - already circulated. 


Memorandum by the Prime Minister. 

C.P. 49 (39) - to be circulated. 


4. GOVERNMENT DEPARTMENTS t LOCATION OF IN WAR. 


Memorandum by the Minister for Co-ordination of 

Defence. 


C P . 43 (39) - already circulated. 
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(Reference Cabinet 6 (39) Conclusion IS). 


Memorandum "by the Minister of Agriculture and Fisheries 

and the Secretary of State for Scotland. 


C P . 45 (39) - already circulated. 


6.	 CONCLUSIONS OF HOME AFFAIRS COMMITTEE. 


4th Conclusions (39) of Committee of Home Affairs - to 

he circulated. 


(a) Unemployment Insurance	 Bill. 


(Reference Cabinet 56 (58) Conclusion 5). 


Memorandum by the Minister of Labour, covering 

draft	 Bill. 


H.A. 10 (39) - circulated herewith. 


(b) Wheat (Amendment) Bill. 


(Reference Cabinet 49 (38) Conclusion 16). 


Joint Memorandum by the Minister of Agriculture 

and Fisheries, the Secretary of State for 

Scotland and the Home Secretary, covering draft 

Bill. 


H.A. 11 (39) - circulated herewith. 


7.	 PRIVATE MEMBERS' BILLS. 


For Friday, 24th February, 1959, 


(a) Shops Bill. Second Reading. (Mr. Leslie (La)). 


(Already disposed of: 

Reference Cabinet 7 (39) Conclusion 14). 


(b) Highways Protection	 Bill. Second Reading. 

(Mr. Henry Strauss (C)). 


(Reference Cabinet 7 (39) Conclusion 15). 


For Friday, 5rd March, 1959. 


(a) Water Supply	 Bill. Second Reading. 

(Sir Reginald Clarry (C)). 


(b) Coal Mines Bill. Second Reading. 

(Mr. Gordon Macdonald (La)). 


(Reference Cabinet 42 (.37) Conclusion 12). 




(c) Contraceptives (Regulation) Bill, Adjourned. 

Debate on Second Reading. (Mr. Siramonds (C)). 


(Already disposed of: 


Reference Cabinet 59 (38) Conclusion 14). 


(Signed)	 E.E. BRIDGES, 


Secretary to the Cabinet. 


Richmond Terrace, S.W.1. 


17th February, 1939. 
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CONCLUSIONS of a Meeting of the Cabinet held 

at 10, Downing Street, S.W.L., on WEDNESDAY, 


22nd FEBRUARY, 1939, at 11.0 a.m. 


PRESENT:-


The Right Hon. Neville Chamberlain, M.P., 

Prime Minister. (In the Chair). 


He Right Hon. The Right Hon. 
HSir John Simon, G C. S . I., Lord Maugham, 

.C.V.0., O.B.E., K. C. , M. P., Lord Chancellor. 
fchancellor of the Exchequer. 

fe Right Hon. 	 The Right Hon. The Viscount 

Sir Samuel Ho are, Bt., G.C.S.I., Halifax, K.G., G.C.S.I., G.C.I.E., 

I-.B.E., C.M.G., M.P., Secretary Secretary of State for Foreign 

)f State for Home Affairs. Affairs. 


fs Right Hon. The Right Hon. 

5ir. John Anderson, G.C.B., Sir Thomas Inskip, C.B.E., K.C., 

I.C.8.I., G.C.I.E., M.P., M.P., Secretary of State for 

jord Privy Seal. Dominion Affairs. 


MOST HON. 	 The Right Hon. 
Che Marquess of Zetland, C C S  . I., Malcolm MacDonald, M.P., 
r.G.I.E., Secretary of State Secretary of State for the 
for India and Burma. Colonies,, 


ifiiral of the Fleet the Right The. Right Hon. 
Hori^Lord Chat fie Id, G.C.B., W.S. Morrison, Iff.C., K.C., M.P., 
"5.M., K.C.M.G., C.V.O., Minister Chancellor of the Duchy of 

for Co-ordination of Defence. Lancaster. 
Right Hon. The.Right Hon. 


Hie Earl Stanhope, K.G., D.S.U., L. Hore-Belisha, M.P..
\ C  , First Lord of the Admiralty. Secretary of State for War. 


B Right Hon. The Right Hon. 
sir Kingsley Wood, M.P., John Colville, M.P., Secretary 
Secretary of State for- Air. of State for Scotland. 

B Right Hon.. The Right Hon. 

^liver Stanley, M. C., M.P., The Earl De La Warr, President 

president of the Board of Trade. of the Board of Education. 


Right Hon. The Right Hon. 

falter Elliot, M.C., M.P., E.L. Burgin, M.P., Minister of 

jinister of Health. Transport. 


The Right"-Hon. 

Sir Reginald Dorman-Smith, M.P., 

Minister of Agriculture and Fisheries. 


* Midges, K.C.B., M.C.,	 ................... , Secretary* 

Kin the Chair for Conclusions 1-7. 
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CONCLUSIONS of a Meeting of the Cabinet held 

at 10, Downing Street, 'S.W.1.., on WEDNESDAY, 


22nd FEBRUARY, 1939, at 11.0 a.m. 


PRESENT:-


The Right Hon. Neville Chamberlain, M.P., 

Prime Minister. (In the Chair). 


fie Eight Hon. The Right Hon. 

Sir John Simon, C C S  . I., Lord Maugham, 

G.C.V.O., O.B.E., K.C., M.P., Lord Chancellor. 

Chancellor of the Exchequer. . 


lie Right Hon. The Right Hon. The Viscount 
8Sir Samuel Hoare, Bt., G.C.S.I., Halifax, K.G., G.CS.I., G.CI.E. 
G.B.E., C.M.G., M*.P., Secretary Secretary of State for Foreign 
of State for Home Affairs. Affairs. 

e Right Hon. The Right Hon. 

Sir John Anderson, G.C.B., Sir Thomas Inskip, C.B.E., K . C , 

G.C.S.I., G.C.I.E., M.P., M.P., Secretary of State for 

Lord Privy Seal. Dominion Affairs. 


e Most Hon. The Right Horn, 

;The Marquess of Zetland, C C S  . I., Malcolm MacDonald, M.P. , 
G.C.I.E., Secretary of State Secretary of State for the 
for India and Burma. 
 Colonies. 


,Aral of the Fleet the Right The. Right Hon. 

HorvLord Chat fie Id, G.C.B.,. W.S. Morrison, M.C., K.C., M.P., 

O.M., K.C.M.G., C.V.C, Minister Chancellor of the Duchy of 

for Co-ordination of Defence. Lancaster.. 


e Right Hon. The. Right Hon. 

The Earl Stanhope, K.G., D.S.O., L. Hore-Belisha, M.P., 

M..C, First Lord of the Admiralty. Secretary of State for War. 


e Right Hon. The Right Hon. 

Sir Kingsley Wood, M.P., John Colville, M.P., Secretary 

Secretary of State for Air. of State for Scotland. 


e Right Hon.. The Right Hon. 

Oliver Stanley, M . C , M.P., The Earl De La Warr, President 

Resident of the Board of Trade. of the Board of Education. 


e Right Hon. The Right Hon. 

Walter Elliot, M . C , M.P., E.L. Burgin, M.P., Minister of 

hnister of Health. Transport. 


The Right'-Hon. 

Sir Reginald Dorman-Smith, M.P., 

Minister of Agriculture and Fisheries. 


O * O O O 9 

E* Bridges, K.C.B., M . C , Secretary. 
9 O O D O acln the Chair for Conclusions 1-7. 
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CONCLUSIONS of a Meeting of the Cabinet held 

on WEDNESDAY, the 22nd FEBRUARY, 1939, at 


11.0 a.m. 


Conclusion 

No. Subject. Page, 


1. THE CABINET: NEXT MEETING.	 1. 


2.	 THE INTERNATIONAL SITUATION: 

Italy and Germany. 2-3. 

Supply of Information to Dominion 


Governments. 3. 

Representation of Italy on Suez Canal 


Board. 3, 


3. SPAIN J 
Recognition of General Franco's 


Government. 5. 


4.	 CHINA: 

Financial Assistance to. 7. 


5.	 PALESTINE: 

The London Conferences. 11. 


6. THE ARMY: 

State	 of Preparedness in relation to 


its Role. 16. 


7.	 GOVERNMENT DEPARTMENTS: 

Location of in Time of War. 25. 


8* THE AGRICULTURE (AMENDMENT) BILL: 


Oats and Barley.	 31. 


9. THE UNEMPLOYMENT INSURANCE BILL.	 34. 


10. THE WHEAT (AMENDMENT) BILL.	 - 35, 


11. THE HIGHWAYS PROTECTION BILL.	 36. 


12. THE WATER SUxQ?LY BILL.	 37. 


I 5
 . THE COAL MINES BILL.	 38. 




rpHfj] CABINET.: NEXT

MEETING- " 


 1. THE PRIME MINISTER reminded his 


colleagues that the next weekly Meeting of the" 


Cabinet would be held on Thursday, 2nd March, 


as he was to be in attendance on the King 


at the Birmingham section of the British 


Industries Pair on Wednesday, 1st March. 




HLWBBR 


RATION. 	 said that his colleagues would have seen some recent 


telegrams reporting interviews between the Earl of 
and 
4iy 
WO' Irraany. Perth and Count Ciano in regard to articles in the 


PREVIOUS 
 Italian Press, hostile both to this country and to 


pabirtet 7 France and particularly to the latter (Telegrams 
039), Con-
Illusion 1.) 
Nos. Ill and 112 from Home). 


1% iyc])'2- - The Foreign Secretary said that a telegram had 


been despatched to the Earl of Perth on the previous 


evening urging him, if he had another opportunity to 


discuss the matter with Count Ciano, to deal with 


it somewhat more emphatically. He thought that Italy 


was behaving in a dangerous manner vis-a-vis France. 


The Secretary of State referred to the question 


of military activities on the Brenner, to which 


allusion had been made at the Meeting of the Cabinet 

FCABINET 

6 (39), referred to in the margin. He said that a reply had 

ICONCLUSION 


now been received from our Ambassador at Rome 
I). 

(telegram No. 105) reporting that enquiries by His 


Majesty's Consul at Milan had not so far elicited any 


information as to movements of German war material 


or troops into Italy. The telegram added that in 


local military circles there was growing opposition 


to the Government's policy, which was held to involve 


risk of war. 


F.R.CJ (j-q)^.	 The Foreign Secretary then referred to a telegram 

which had been received the previous day from our 


Ambassador at Washington (telegram No. 76). This 


telegram reported a conversation which our Ambassador 


had had on the 20th February with the Under-Secretary 


of State at Washington, who had received, from the 


French General Staff, information of a somewhat 


disquieting nature as to German and Italian military 


activities. The Secretary of State read out this 


telegram and said that, he thought that the information 




SUPPLY OF 
INFORMATION TO 
DOMINION 

Bvernments, 


Jp re s ent at ion 

i Italy on Suez 

al Board. 

revious 

eierence: 

abinet 60 (58) 

nclusion 4*) 
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contained in it was probably somewhat distorted, 


but that he would make such enquiries as were 


possible. 


THE PRESIDENT OP THE BOARD OP TRADE then 


referred to a telegram (ITo. 115) which had been 


received from the Earl of Perth on the previous 


evening reporting information received from the 


United States Ambassador at Rome regarding a 


conversation whichSignor Landini, the Italian 


Press Attache in Paris had recently had with 


Signor Mussolini. Signor Landini had said that 


Italian desiderata were 

( 1 )	 representation on the Suez Canal Board 
and reduction of Canal dues, 

(2) a free port at Jibuti and arrangements 

for use of the railway, and 


(3) an arrangement for the Italian Colony in 

Tunis whereby they should be placed 

on the same footing as French 

subjects. 


THE SECRETARY OF STATE FOR AIR said that a 


suggestion had been made to him on a previous 


occasion by the French Air Minister that it might 


be desirable that this country and France should 


give information to the United States on similar 


lines. 


In discussion it was agreed that it was 


desirable that the Dominions should be kept informed 


of developments by means of periodic resumes 


telegraphed to them every three or four days, 


but that care should be taken not to incorporate 


into such messages any unsubstantiated rumours. 


THE LORD CHANCELLOR said that he 


appreciated that under the present constitution 


of the Suez Canal Board it would be impossible 


to agree to an Italian becoming a member of the 


Board without the serious disadvantage that he 




would thereby get information'on secret defence 


matters. He thought, however, that it should 


be possible to alter the constitution so as to 


permit of an Italian becoming a member of the Board 


without his being made aware of defence matters. 


THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 


said he thought that there was a further objection, 


that at the present moment an Italian national could 


not become a member of the Canal Board unless he was 


elected by the French shareholders, and lie thought 


that great pressure would be required to bring this 


about-. 


The Cabinet took note of the above statements 


in regard to Italy and the Suez Canal Board, and 


agreed: 


(l) That the Secretary of State for Dominion 

Affairs should arrange that the 

Dominion Governments should be kept 

informed of developments in regard to 

the international situation by means 

of periodic resumes telegraphed to them 

every three or four days, but that care 

should be taken not to incorporate 

into such messages any unsubstantiated 

rumours. 


(2) To invite the Secretary of State	 for 
Foreign Affairs to arrange for 
examination of the Lord Chancellors 
suggestion in regard to the possibility 
of revising the constitution of the 
Board of the 3xiez Canal Company - so as 
to enable an Italian national to 
become a member of the Board, but 
without giving him access to information 
on defence matters. 
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3 . THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 

reminded his colleagues of the conclusions reached 

at last week's Meeting of the Cabinet on the 

question of recognition of General Franco?s Government 

in Spain. A telegram had been despatched to Burgos 

to give effect to these decisions, indicating that, 

while we did not wish to impose conditions, it.would 

be helpful if General Franco was prepared to give 

certain undertakings. No direct answer had been 

received to this telegram. On Thursday evening 

last he had seen the Spanish Ambassador, who had 

informed him that the Spanish Government had decided 


that they would be prepared to cease hostilities if 


General Franco would give an assurance on the 


question of reprisals, and that they would not insist 


upon an assurance on the other two points previously 


mentioned. We had offered assistance in negotiations 


on this basis, and a draft telegram which had been 


prepared with this end in view had been shown to the 


Spanish Ambassador. The latter had, however, asked 


for time to consider the matter; the next news had 


been that he had gone over to Paris and two or three 


days had elapsed during which it had been impossible to 


secure any definite answer from any of the parties to 


the negotiations. 


Continuing, the Foreign Secretary said that 


he had met the Spanish Ambassador on Monday evening 


and that they had agreed that, as he could not assure 


us that the action which we proposed to take would 


have the support of his Government, the best course 


would be that we should act on our own initiative. 




On the Tuesday afternoon telegram No. 88 had 


been received from Sir Robert Hodgson. The text of this 


telegram was corrupt, and it was not clear whether the 


message contained in the telegram was an answer to the 


enquiries made by us or whether it represented the text 


of a public announcement. The Foreign Secretary thought, 


however, that this message was, in part at least, 


attributable to the representations which we and the 


French Government had made. Although its substance was 


nat altogether satisfactory, he thought that the right 


course was to accept the message as the best assurance 


that we were likely to receive, and to recognise General 


Franco without further delay. Accordingly a telegram 


had been despatched to our Ambassador at Paris (telegram 


No. 61) indicating that we wished to announce our 


recognition of General Franco at the earliest possible 


moment, and in any case not later than the 24th February, 


and that we hoped the French would agree to this course 


and would make a simultaneous announcement. In effect 


this telegram Invited the French Government to reach a 


decision as quickly as possible, but did not imply that 


we would take action without consulting them. 


The Foreign Secretary added that no recent 


information had been received as the result of M. Berard*s 


mission to Burgos. 


After a short discussion the Cabinet agreed: 


To authorise the Secretary of State for 

Foreign Affairs to accord recognition to 

General Franco's Government, and, in so 

doing, to follow the procedure suggested 

by him and summarised above. 


(See also Conclusion 4 below.) 
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the margin, the Cabinet had before them a Memorandum 

Financial 

Assistance by the Chancellor of the exchequer (C.P. 47 (39)) 

to. 


outlining a scheme, prepared by the Treasury in con
previous 

Reference: sultation with certain British Banks and the adviser 

Cabinet 7 

(39), Con- to the Chinese Government, with the object of maintaining 

elusion 5). 


so far as possible, stability in the sterling value of 


the Chinese dollar, by means of an Exchange Stabilisation 


Fund. Notwithstanding the considerable risk involved 


in any such scheme, it might well be argued that it 


would be better to start the Fund at a figure of, 


say, £10 millions (instead of the £6 millions previously 


proposed), of which the Chinese Banks would contribute 


£5 millions and we should contribute a like amount. The 


Chancellor asked authority to settle within a total of 


£5 millions. The Fund would be managed by a Committee, 


of which particulars were given', and the intention was 


that the Fund should be wound up after the close of 


hostilities. The transaction would take the form of a 


banking operation and not a direct loan to the Chinese 


Government. This procedure would therefore be less 


provocative to Japan. Legislation would, however, be 


required, and the Chancellor proposed that it should 


take the form of the Treasury being authorised to give 


guarantees to British Banks in respect of operations 


to maintain the stability of Chinese currency, provided 


that the amount of the loss to be made good should not 


exceed £3 (or £5) millions. 


As regards conditions attaching to the loan, 


the Chancellor made the following recommendations 


(a) the offer should not be made	 conditional 

on the Chinese Government resuming their 

obligation to meet the full service of 

China's foreign loans. The Chinese 

Government had just given notice of their 

inability to do this on the ground that the 

Japanese now occupied ports which produced 

some 70 per cent, of China's total revenue, 
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(b) it was considered desirable, however, to 

obtain from the Chinese Government some 

reasonable offer, and, if possible, to get 

the representatives of the bondholders to 

recommend that offer as acceptable. 


(c) the contemplated support should not be 

conditional on the implementation of the 

Customs arrangements negotiated with the 

Japanese Government last May, though it 

was felt at the same time that every 

effort should be made to secure that 

appropriate quotas towards the service of 

the foreign loans should be allocated from 

the Customs revenues collected in the areas 

under Japanese control. The Chinese 

Government, however, would not be held 

responsible for the transfer of these 

quotas into foreign currency. 


THE CHANCELLOR OP THE EXCHEQUER, in outlining 


the main points of his Memorandum, explained that there 


were three points still unsettled. Pirst, that his 


advisers were not yet satisfied whether the total of 


the fund should be fixed at £6 millions or £10 millions. 


The Chancellor asked for authority to settle this 


matter in the light of the further advice which he 


would receive. Secondly, he attached importance to the 


Chartered Bank and the Hong Kong and Shanghai Bank 


taking some share in the risk. He was pressing them 


further on this matter, but he asked for authority to 


allow the scheme to proceed, if need be, even if neither 


of these two Banks would be willing to take any share 


in the risk. The third point concerned the service of 


China's foreign loans secured on the customs. He thought 


that an endeavour should be made to secure some arrange

ment by which the Chinese Government would undertake 


to pay a proportion of their obligations on their 


foreign loans, corresponding to the proportion of her 


former revenue which China still received now that the 


Japanese were in occupation of her ports. There was, 


of course, the likelihood that complaints would be made 
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if the Exchequer guaranteed a loan to support the 


Chinese currency, at a time when China was ceasing to 


pay interest on her foreign loans, which were largely 


held in this country. 


THE PRIME MINISTER thought that one answer 


to any such complaint would he that we had a direct 


interest in the Chinese currency, as the result of our 


China trade, and that this interest was independent 


of China's foreign loans. He enquired whether the 


Chancellor of the Exchequer and the Foreign Secretary 


thought that we should now take action on the lines 


proposed, without any further parallel action on the 


part of the United States. 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 


said that the view taken toy the United States Government 


was that, if we guaranteed a loan of £3 millions, 


we should then have done atoout as much as the United 


States had done for China, whereas if we guaranteed a 


loan for £5 millions we should have done rather more. 


He had asked the United States Ambassador1s opinion on 


this matter and the latter had said that public upinion 


in the United States would be shocked if they knew how 


much the United States Government had done for China. 


The Foreign Secretary thought that the United States 


would be prepared to make public some, but not all, of 


the help which they had afforded to China. He also 


thought that the decision to act on the lines proposed 


would be of considerable value from the point of view 


of public opinion in the United States, and also in 


Japan. In the latter case it would be linked with the 


Japanese occupation of Hainan. 




THE PRIME MINISTER hoped that the Cabinet 


would give the authority asked for. At one time he had 


felt considerable doubt about this proposal, but he 


was now satisfied that it could be adopted without any 


fear of provoking retaliation from Japan, and that it 


would have salutary effects in that country. 


Discussion ensued as to when an announcement 


should be made. THE CHANCELLOR OP THE EXCHEQUER thought 


that the outstanding questions could be settled within 


a few days. 


The view was generally expressed that it would 


be desirable to make an announcement within, say, the 


next week. It was agreed that it would be desirable, 


if possible, that an announcement on this matter, and 


our recognition of General Franco's Government, should 


be made on the same day. 


The Cabinet agreed:

(l) To approve the proposals set out by 

the Chancellor of the Exchequer in 

his Memorandum ( C P . 47 (39)), and to 

authorise the Chancellor to reach a 

settlement -as regards the outstanding 

points involved, viz. 

(a) whether the amount to be	 guaranteed 

should be £3 millions or £5 millions; 


(b) whether the Hong Kong and Shanghai 

Bank and the Chartered Bank should 

be required to cover some part of 

the risk; 


(c) whether an undertaking should be 

obtained from the Chinese Government 

in regard to the payment of a 

proportion of the service of China's 

foreign loans, 


(2) To authorise the Chancellor of the 

Exchequer and the Secretary of State for 

Foreign Affairs to make the arrangements 

in regard to an early announcement of 

the decision reached on this matter, 

bearing in mind that, if possible, an 

announcement should be made on the same 

date as the announcement of recognition 

by His Majesty's Government of General 

Franco's Government. 
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5. THE SECRETARY OP STATE FOR THE COLONIES said that 


-fee*̂had had a difficult week. Considerable discussion had 


taken place as regards the McMahon-Hussein correspondence. 


A Committee had been appointed to consider this 


correspondence, and he was most grateful to the Lord 


Chancellor for undertaking the Chairmansip. He feared, 


however, that the probable upshot would be that the 


Committee would report that, after investigating the 


matter, they were unable to reach agreement. 


THE LORD CHANCELLOR explained some of the 


difficulties in dealing with the English texts which 


had been badly translated into Arabic, and in regard to 


which there was sometimes more than one Arabic 


translation. He hoped, however, that we should be able 


to persuade the Arabs that we had acted honestly. 


THE SECRETARY OP STATE FOR THE COLONIES then 


explained the course of the discussions with the 


Jewish representatives, who had shown themselves willing 


to make quite considerable concessions. With regard 


to immigration, they were ready to make considerable 


concessions during the next ten years, 


provided the position thereafter was left open. 


He had pressed them to accept plan B, under which 


immigration after ten years could only be agreed to 


if the Arabs consented, but the Jewish representatives 


had made it clear that they would neither accept nor 


acquiesce in a settlement on these lines. 


As regards the land question and constitutional 


questions, discussions had been quite general. 
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difficult. As he had informed his colleagues at the 


previous meeting, he had initiated private discussions 


with the representatives of the Neighbouring Arab 


countries, and he had informed his colleagues that 


Ali Maher had said that he thought the proposals 


represented the basis of an agreement, with slight 


modifications, but that he (the Colonial Secretary) 


thought that this was much too optimistic. 


OjTVYlC* 


These claims fell under three heads:

(1) Recognition of an independent Arafo State. 


(2) Complete stoppage of immigration. 


(3) Complete stoppage of land sales to	 Jews. 


It was clear that far more insistence was placed 


on the first than on the second and third claims. 


Our information had been that the representatives 


of the Palestinian Arabs had not originally intended 


to insist on the first claim, but were really more 


interested in the second and third. There was reason 


to think, however, that they had been encouraged by 


Nuri Pasha in particular to adhere to the first claim, 


and that Ali Maher had supported them in this attitude. 


Although there was 


recognition of an independent Araih State, it was 


clear that none of the neighbouring Arab States was 


anxious to see Great Britain leave Palestine - at any 


rate within the next fifteen or twenty years. 




fhey were more concerned with the form than 


with the substance of independence. It had 


"been suggested by the Arab representatives 


that a solution could be reached on the lines 


of the regime which had been in force for 


some years in Iraq., while arrangements for 


a constitutional Assembly were being worked 


out. A provisional Government of Iraqi 


Ministers had been established, with British 


Advisers; during this period, which lasted 


some four years, the Iraqi Ministers had been 


a facade, and the British Advisers had been 


the real rulers of the country. Nuri Pasha 


was urging us to follow this precedent. One 


great difficulty in finding a solution on 


these lines was of course that the population 


of Palestine was not confined to Arabs. 


Nevertheless, if some means could be found of 


meeting this claim for recognition of an 


independent State, he thought that the 


Palestinian Arabs might be willing to make 


some concession on immigration based on their 


sympathy for the plight of the Jewish 


refugees. 




Continuing, the Secretary of State for 


the Colonies said that he realised that considerable 


risks were inherent in this proposal, and that 


we must not allow ourselves to be landed in 


recognition of an independent Arab State. He 


had, however, promised to consider these proposals 


carefully, and a good deal of work was being 


done in investigating them,, 


The Secretary of State informed the 

Cabinet that he had spent much time in trying to 

persuade the representatives of the Jews and of 

the three neighbouring Arab States to meet at a 

round table conference.. He had arranged for this 

conference to take place on the ensuing day. The 

Jews had then been guilty of an act- of great 

stupidity: they had sent a letter to the Press (which 

was published in .that morning's 'Times' a n n w . n o fl.iir*'g 

& sayirg that they had always been prepared 


to discuss matters with, the Arabs^ Paud Bey had said ttiat 


in view of this letter he thought it was impossible 


for the Arabs to come to the proposed conference, 


and had asked that it should be deferred. But 


he still hoped that he would be able to get the 


round table discussion started, notwithstanding 


this set-back. 


THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 


said that he had not been able to attend the 


Conference frequently, but, vi/henever he did, he 


found the Secretary of State for the Colonies 


imperturbable in the midst of a babel of confusion. 
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He had seen a good deal of the Arab 


representatives, and he was satisfed that much 


would depend on whether we could meet the Arab 


demand for independent status without giving 


away more than we could safely do, and provided 


that a position analogous to that which Iraq had 


occupied could be substituted for the Mandate. 


The representatives of the Arabs were ready 


to agree that we should have the right to 


veto legislation which would be prejudicial to 


the Jewso 


THE SECRETARY OF STATE .PORTHE COLONIES 


said that it was clear that the demand centred 


mainly on the form rather than the substance 


of independenceo In reply to the Lord 


Chancellor, he agreed that what was asked for 


was recognition of an independent Palestine 


State, rather than of an independent Arab 


State, 


THE SECRETARY OP STATE FOR HOME AFFAIRS 


said that he thought that the Iraq precedent 


indicated a number of dangers which should be 


avoided. His recollection was that Nuri Pasha 


had made much the same sort of representations 


when claiming independent status for Iraq, but 


that this had not prevented Iraq from adopting 


a very difficult attitude as soon as the Treaty 


had been signed. 


The Cabinet took note of this 

statement and agreed to await 

further developments,, 




*s ft f* 
d U U 

THE ARMY. 6. The Cabinet had under consideration a 


Memorandum by the Prime Minister ( C P . 49 (39) on the 

State of 

Preparedness State of Preparedness of the Army in relation to its 

in relation 

to its Role. Role, in which he informed his.colleagues that, in 


(Previous accordance with the Conclusion referred to in the 

Reference: 

Cabinet 5 margin, two meetings had been held, attended by 

(39), Con
elusion 3.) himself, the Chancellor of the Exchequer, the Minister 


for Co-ordination of Defence, the Chancellor of the 


Duchy of Lancaster and the Secretary of State for War, 


at which the proposals of the latter ( C P . 27 (39)) 


and of the Chiefs of Staff ( C P . 28 (39)) had been 


discussed. The Conclusions reached at these meetings 


may briefly be summarised as follows:-


FIRST (REGULAR) CONTINGENT - ITEMS; (l) - (3). 


Item (l) - The Mobile Division to be organised 

into 2 smaller Divisions, at an 

estimated cost of £5 millions. 


RECOMMENDATION: Acceptance, of this proposal. 


Item (2) - First two Regular Divisions to be 

provided with full Equipment and 

Reserves at an estimated cost of 

£15 millions. 


Item (3) - Second two Regular Divisions to be 

equipped as in (2), at an estimated 

cost of £11 millions. 


RECOMMENDATION: That all four Regular 

Divisions should be provided with 

Equipment and Reserves on the scale 

estimated to be required for 

continental warfare. 


With regard to the question of the period 


between mobilisation and the dates when the first and 


second echelons of the First (Regular) Contingent should 


be ready to embark, the Chiefs of Staff were examining 


whether the despatch of the first echelon could be 


expedited. In view of the forthcoming Staff Con

versations with the French, however, the Prime Minister 


and his colleagues felt that it would be unwise to reach 
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second echelons should he despatched overseas. 


RECOMMENDATION: That for the present the 

Secretary of State for War should he 

authorised to proceed on the basis that 

the first echelon would be ready to embark 

in 21 days, and the second echelon in 60 

days after mobilisation. This meant 

acceptance of item (2) as it stood 

(estimated cost £13 millions) and of 

item (3) at a reduced cost of £9,600,000. 


Item (4) - Formation of two "Colonial" Divisions 

out of existing non-field force units 

and provision for these two Divisions 

of Equipment and Reserves on a Colonial 

Scale. Estimated cost £11 millions. 


RECOMMENDATION; That this question should be 

deferred until a decision had been reached 

on the Report of the Expert Committee on 

the Defence of India. 


Item (5)(a) -JProvision of War Equipment and 

Reserves for four Territorial Infantry 

Divisions at an estimated cost of 

£50 millions. 


RECOMMENDATION: Acceptance of the proposal, 

subject to the modification that in 

the forthcoming Staff Conversations 

our representatives should proceed on 

the assumption that these four 

Territorial Divisions should be fully 

equipped and ready to embark 6 months, 

instead of 4 months, after the outbreak 

of war. This would reduce the cost by 

some £3 to £4 millions. Particular 

importance was attached to early steps 

being taken to create the war potential 

required to maintain these four Divisions 

in the field. 


Finally, the Memorandum stated that the 


figures given were approximate only and were subject 


to financial review; also, that the recommendations 


contained therein were subject to detailed examination 


between the War Office and the Treasury of the 


expenditure necessary to carry out the Secretary 


of State for War's proposals. 




THE PRIME MINISTER said that the proposal 


set out in the Memorandum represented a serious 


addition to our liabilities. He would like to explain 


the reasons why he felt that there was no alternative 


to the course proposed. 


Item (1) (the Mobile Division) was a technical 


matter. The technical experts attached considerable 


importance to the change proposed which would add " 


materially to the effectiveness of the mobile force. 


He did not think that this proposal could be refused. 


Item (S) raised two points. The first was that 


for the present these two regular divisions were equipped 


for defensive warfare only0 This was part of the 


conception of an army available for service in any 


part of the world, but not specially equipped for 


Continental warfare. Hitherto the Cabinet had not 


been asked to agree to any commitment that these tv/o 


divisions would be sent to the Continent. The 


situation, however, had been changed by the events of 


the previous Autumn, and Prance now had to face the 


possibility of meeting a far stronger German force. 


There was also a feeling in Prance that we should not 


be playing an adequate part unless we made some con

tribution on land. 


It was therefore necessary to depart from the 


conception of an army available for service anywhere, 


and to envisage one army equipped for service on the 


Continent and a second army equipped for service in the 


Colonies or elsewhere overseas. Not only did this 


involve a higher scale of equipment and reserves for the 


forces to be despatched to the Continent, but ?/e must 


also take steps to ensure that the first echelon could 


be despatched as quickly as possible. The Prime 


Minister added that while he had. come to this conclusion 


with some reluctance, he saw no alternative. 
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As regards item (3) (the second echelon of the 


regular field army), hitherto there had been no commit

ment to send these divisions to France. It was now pro

posed that we should enter into such a commitment. It 


followed that these two divisions also must be properly 


equipped for that purpose. There remained, however, the 


possibility of effecting some reduction in the reserves 


which must be accumulated in peace-time. The Prime Minister 


explained that the extent of these reserves depended on 


the period which would elapse before these divisions were 


engaged in hostilities; the longer this period, the more 


stores could be accumulated by the factories after the 


outbreak of v/ar. The saving proposed (£1,400,000) was 


not large, but we could not afford to add any unnecessary 


item of expenditure. At the same time if, as a result of 


the Staff Conversations, it should appear that there were 


strong reasons for sending the second, two divisions in 40 


instead of 60 days, this matter might have to be recon

sidered, and the element of expense involved would not, 


in his view, turn the scale. 


Reverting to item (S), the present proposal was that . 


the first two divisions should be ready to embark three 


weeks after mobilisation, but considerable time would be 


occupied in embarkation and trans-shipment. The amount 


of time involved was so considerable that he had asked for 


it to be further investigated by the Chiefs of Staff. The 


Cabinet might have to consider further proposals designed 


to accelerate the despatch and trans-shipment of the first 


echelon. 


Turning to item (5), the Prime Minister explained 


the present composition of the Territorial Army, v/hich 


comprised 5 Anti-aircraft divisions, 9 infantry divisions, 


3 mobile divisions and various miscellaneous units 
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which could be grouped into a further division. 


Unless the proposals in the present paper were accepted, 


it v/ould be impossible for any of these divisions 


(other than the anti-aircraft divisions) to engage in 


hostilities until a year after the outbreak of war. 


While he did not ask the Cabinet to reach a decision 


that the Territorial Army should go overseas on the 


outbreak of war, he thought that we should be in a 


position to send some part of the Territorial Army 


overseas in less than a year if we so desired. lie 


thought that public opinion would become restive if the 


present position became widely known. He was satisfied 


that we must be in a position in which we could exercise 


our discretion and send part of the Territorial Army 


overseas in less than a year after the outbreak of war 


if we so desired. The suggestion in this paper v/ould 


enable us to send four divisions overseas after six 


months. He emphasised that while it v/as proposed to 


enter into a definite commitment as regards the four 


regular divisions and the mobile divisions, there 


v/ould be no such commitment in regard to the Territorial 


Army. Finally, the Prime Minister said he thought it 


v/as not advisable that any final decision should be 


reached until the Staff Conversations with the French and 


perhaps the Belgians had taken place. He thought that 


for the purpose of these conversations it v/as desirable 


to have some provisional plan on v/hich to v/ork and he 


proposed that our representatives should enter on dis

cussions on the basis indicated. If however the 


French representatives pressed strongly for some 


alteration in this provisional plan, the matter could 


of course be reconsidered. 




As regards the Colonial Divisions, the Prime 


Minister explained that he thought that a decision should 


he deferred. It seemed likely that some further units 


might become available from India. 


THE SECRETARY OP STATE FOR WAR said that he was 


most grateful to the Prime Minister for the interest 


which he had shown in this matter, and to the Chancellor 


of the Exchequer for the attitude which he had adopted. 


Subject to a decision as to the proposed Colonial Divisions, 


the proposals set out in the Prime MinisterTs Memorandum 


would give the War Office what they required. He agreed, 


however, that the dates at which the first and second 


echelons of the Field Force should be ready to embark might 


require further examination. 


THE MINISTER FOR CO-ORDINATION OF DEFENCE said 

that the position had greatly changed in the last six 

months. The present proposals represented a considerable 

advance on the previous conception, and would make the role 

of the Army far more definite. He thought that the 

proposals represented a good basis for discussion with the 

French of our combined war plans. The question of 

accelerating the date of despatch of the Field Force to the 

Continent was under consideration by the Chiefs of Staff. y 

Their Report was not yet available, but he understood that 

they were likely to report that, short of some tk a;) or action, 

such as building special ships - a course which would take 

two years - the most that could be done would be to accelerate 

the despatch of the first echelon by some two or three days s 


THE CHANCELLOR OF THE EXCHEQUER said that, while 


he was gravely disturbed at the financial aspect of these 


proposals, other aspects of this matter outweighed finance, 


and he felt that he had no alternative but to agree with the 


proposals in the Memorandum. At the same time he felt bound 




to make two points; first, that he hoped that the 


Minister for Co-ordination of Defence and the Secretary 


of State for War would do all they could to ensure that 


the expenditure was kept within the estimates of cost: 


second, that, as Chancellor of the Exchequer, he accepted 


these proposals on the understanding that they were 


balanced proposals and represented a complete scheme, and 


that it would not be necessary to add a number of 


supplementary and costly further items, in order to render 


the force effective. 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS said 

atione. 


that he was concerned that no definite reply had been 


received from the French Government in regard to the 


proposed Staff Conversations. He hoped that the French 


were not occupying time in working out a number of 


suggestions that would prove inconvenient to us, such as, 


for example, conscription. A telegram had been 


despatched to Paris the previous night to say that we 


were ready for the Staff Conversations to start. 


In regard to the dates of embarkation, the 


Secretary of State added that he was glad to note that 


this matter might be re-considered, as his own feeling 


was that whatever help we sent would be required quickly. 


THE SECRETARY OF STATE FOR HOME AFFAIRS, 


referring to the discussion in the Cabinet a fortnight 


ago, enquired what was the position in regard to the 


second part of the scheme for the extension of the Air 


Defence of Great Britain, to which he attached even greater 


importance than to the present proposals. He assumed 


that acceptance of the present proposals would not prejudice 


consideration of this scheme for the further expansion 


of A.D.G.B. 
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to make two points; first, that he hoped that the 


Minister for Co-ordination of Defence and the Secretary 


of State for War would do all they could to ensure that 


the expenditure was kept within the estimates of cost: 


second, that, as Chancellor of the Exchequer, he accepted 


these proposals on the understanding that they were 


balanced proposals and represented a complete scheme, and 


that it would not be necessary to add a number of 


supplementary and costly further items, in order to render 


the force effective. 


THE SECRETARY OP STATE FOR FOREIGN AFFAIRS said 

ations. 


that he was concerned that no definite reply had been 


received from the French Government in regard to the 


proposed Staff Conversations. He hoped that the French 


were not occupying time in working out a number of 


suggestions that would prove inconvenient to us, such as, 


for example, conscription. A telegram had been 


despatched to Paris the previous night to say that we 


were ready for the Staff Conversations to start. 


In regard to the dates of embarkation, the 


Secretary of State added that he was glad to note that 


this matter might be re-considered,- as his own feeling 


was that whatever help we sent would be required quickly. 


THE SECRETARY OF STATE FOR HOME AFFAIRS, 


referring to the discussion in the Cabinet a fortnight 


ago, enquired what was the position in regard to the 


second part of the scheme for the extension of the Air 


Defence of Great. Britain, to which he attached even greater 


importance than to the present proposals. He assumed 


that acceptance of the present proposals would not prejudice 


oonsideration of this scheme for the further expansion 


of A.D.G.B. 




THE MINISTER FOR C O - O R D I NA  T I O N OF DEFENCE 

explained that this scheme was under further examination 


by the Home Defence Committee. 


T H E PRIME MINISTER said that he thought 


acceptance of the present proposals would not prejudice 


further consideration of the scheme referred to. 


T H E SECRETARY O P S T ^ T E FOR WAR said that up to 


this year there had been no Parliamentary pressure in 


regard to the Field Force, but pressure was now becoming 


evident. It was argued that our solidarity with Prance 


involved the growing importance of assistance on land. 


He thought that the present proposals were justified on 


two main grounds: first, the troops to be sent to the 


Continent must be properly equipped; second, in regard to 


the Territorial Army the arrangements proposed would 


enable us to tide over the period of the first year, during 


which we should otherwise be unable to send any Territorial 


troops overseas. The present proposals would enable us 


to maintain a flow of troops overseas from the beginning 


of the war to the end. He explained that he did not 


propose to earmark any particular Territorial Divisions as 


the four Divisions which would be the first to be despatched 


overseas. 


THE MINISTER OF H E A L T H referred to the number of 


developments in regard to Civil Defence which were likely 


to involve considerable increased expenditure, and said 


that' he was disposed to share the views expressed by the 


Home Secretary as to the vital importance of measures 


concerning Home Defence. 


The Cabinet agreed: 


(l)	 To approve the proposals set out in the 

Prime Minister's Memorandum (CP. 49 (39)) 

as summarised above. 


(2)	 That in the forthcoming Staff Conversations 

with the French, our representatives 

should proceed on the basis that the 
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first and second echelons of the 

Field Force would be ready to embark 

in 21 and 60 days,respectively, after 

mobilisation; but that no 

commitment should be entered into as 

regards the Territorial contingent. 
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7. The Cabinet had before them a Memorandum by 


the Minister for Co-ordination of Defence ( C P . 43(39)) 


furnished in accordance with Conclusion 10 (b) of . 


the 344th Meeting of the Committee of Imperial Defence, 


on the subject of the location of Government 


Departments in time of war. In this Memorandum 


attention was drawn to the assumptions on which the 


First Interim Report (C.I.D. Paper No. 304-A) of the 


re-constituted Sub-Committee on the Evacuation of 


Government Departments in the Event of War was framed, 


and Cabinet direction was sought regarding the basis 


on which the Sub-Committee should continue its work* 


After describing the short and long-term plans 


contained in the Sub-Committee1 s Report, which had 


been prepared in the light of experiences during 1938, 


the Minister summarised as follows the questions on 


which he desired guidance before the details of the 


short and long-term plans could be finally Settled;

Short-term plan. 


(a)	 Can it be assumed that at the outbreak of 

war Govez'nment Departments will remain in 

the central area? 


(b)	 Is it agreed that if it becomes necessary 

to move the Government machine as a whole 

from Central London, the move should be' 

direct to the provinces and not to the 

north-west suburbs? 


LonA-term -plan. 


(a)	 Can it be assumed that the De artments and 

Headquarter Branches remaining in London in 

peace-time will remain in the central area 

on the outbreak of hostilities, and, if so, 

in the event of the Government machine having 

to leave London, will they move, direct to 

the provinces? 


(b)	 If?' it agreed that all Government Departments 

and branches of Departments not really 

required in London should be located in 

peace-time in the provinces as soon as 

practicable? 


(c)	 Should provision be made for deep Jbomb-proof 

shelters in the central area for the five 




War Rooms of the Cabinet, Service 

Departments and Home Security Organ
isation as a minimum, any extension 

depending on further investigation 

as to cost, practicability and need 

in the light of the general Government 

policy in this matter,, 


THE MINISTER FOR CO-ORDINATION OF DEFENCE 


outlined the main points in his Memorandum. He 


thought that in it there was no alternative to 


acceptance of the short-term plan. As regards the 


long-term plan this was really based on the same 


principle, the chief difference was that 


steps should be taken to remove all except absolutely 


essential staffs from London. This involved the 


reversal of a previous Cabinet decision. The process; 


of removal of non-essential staffs from London would 


of course take a considerable time. 


In the discussion which ensued THE SECRETARY OF 


STATE FOR AIR said that the Air Staff could not con

template the continued functioning in "Whitehall of the 


essential staffs of Government offices after the 


outbreak of an emergency with any degree of confidence. 


While he did not wish to raise the point again, he 


reminded his colleagues that a proposal had been 


submitted to locate the headquarters of the Air 


Ministry in peace-time outside London, but that this 


proposal had not been accepted. He thought that it 


was essential that the preparation of accommodation, 


in the provinces, and in particular the instalment of 


the necessary communications, should proceed as 


rapidly as possible, in order to make it possible for 


essential Government Departments to move quickly to 


the provinces. 




THE FIRST LORD OF THE ADMIRALTY emphasised the 


importance of moving non-essential staffs from Whitehall 


as early as possible. In further discussion it was 


explained that the Governors of certain schools 


in the West of England had been informed that their 


premises would be occupied by Government Departments 


on the outbreak of war. They were somewhat concerned, 


and it seemed likely that this would lead to a 


disclosure in peace-time of the Governments intentions 


in this matter. The view was expressed that it was 


undesirable to allow it to become known that Government 


Departments were likely to move to specified localities 


on, or soon after the outbreak, of war. On the other 


hand, once the move of non-essential staffs under the 


long-term plan was started, the general principle on 


which we intended to act would inevitably be disclosed. 


THE MINISTER OF HEALTH raised the question of 


new Departments to be set up on the outbreak of war, 


and suggested that it might be convenient that such 


Departments should be mobilised in the north-western 


suburbs instead of in the Whitehall area. 


THE CABINET agreed to accept the short-term 


plan suggested, subject to further consideration of the 


point raised by the Minister of Health. 


(At this point the Prime Minister left 

the Meeting, and the Chancellor of the 

Exchequer took the Chair.) 


As regards the long-term plan, the MINISTER 


FOR CO-ORDINATION OF DEFENCE said that he asked t at 


Departments would apply the scheme of decentralisation 


from London as drastically as possible. 




THE FIRST LORD OF THE ADMIRALTY emphasised the 


importance of moving non-essential staffs from Whitehall 


as early as possible. In further discussion it was 


explained that the Governors of certain schools 


in the West of England had been informed that their 


premises would be occupied by Government Departments 


on the outbreak of war. They were somewhat concerned, 


and it seemed likely that this would lead to a 


disclosure in peace-time of the Governments intentions 


in this matter. The view was expressed that it was 


undesirable to allow it to become known that Government 


Departments were likely to move to specified localities 


on, or soon after the outbreak, of war. On the other 


hand, once the move of non-essential staffs under the 


long-term plan was started, the general principle on 


which we intended to act would inevitably be disclosed. 


THE MINISTER OF HEALTH raised the question of 


new Departments to be set up on the outbreak of war, 


and suggested that it might be convenient that such 


Departments should be mobilised in the north-western 


suburbs instead of in the Whitehall area. 


THE CABINET agreed to accept the short-term 


plan suggested, subject to further consideration of the 


point raised by the Minister of Health. 


(At this point the Prime Minister left 

the Meeting, and the Chancellor of the 

Exchequer took the Chair. ) 


As regards the long-term plan, the MINISTER 


FOR CO-ORDINATION OF DEFENCE said that he asked t at 


Departments would apply the scheme of decentralisation 


from London as drastically as possible. 




THE MINISTER OP TRANSPORT said that he thought 


there were a number of questions still to be settled 


as to the choice of the Departments to be located in 


particular areas. This matter must be considered in . 


relation to the need for contact between the 


Departments concerned. 


THE LORD CHANCELLOR said that while it 


would be possible for him to effect a considerable 


degree of decentralisation from London in war, under 


the Defence of the Realm Regulations, he thought that 


decentralisation in time of peace would be a lengthy 


and expensive process unless powers were given to 


requisition premises. 


THE CHANCELLOR OP THE EXCHEQUER explained that 


the Rae Committee were in fact continuing to make 


arrangements on the lines recommended in their report, 


and that the reason for this submission to the Cabinet 


was that the Committee felt that the general lines 


on which they were proceeding should receive the 


approval of Ministers. 


Discussion then turned as to the provision 


of deep bomb-proof shelters in the central area for 


five War Rooms. 


THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 


said that the provision for deep bomb-proof accommoda

tion to enable essential Foreign Office activities to 


continue should be investigated. 


THE SECRETARY OF STATE FOR AIR asked that 


consideration should be given, as rapidly as possible, 


to the provision of buried communications, and to the 


cost, practicability and need for an extension of the 


bomb-proof accommodation to provide for activities other 


than those carried out in the War Rooms. 

THE LORD PRIVY SEAL thought that this 


matter must be considered in relation to the 


general problem of deep shelters. 
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This was a very difficult matter; hut he thought that 


the present proposals could be justified provided that they 


were justified on the grounds providing protection to 


enable essential work to continue and not in order to 


protect essential workers. If once it was admitted that 


deep bomb-proof accommodation should be provided for the 


protection of any class of essential workers, he thought 


that it would be very difficult to draw any distinction 


between the workers for whom such protection might be 


provided. 


THE MINISTER FOR CO-ORDINATION OP DEFENCE said 


that he thought that nothing would be more likelg: to 


damage the morale of the people of this country than the 


knowledge that the essential staffs on which our whole 


scheme depended were liable to be knocked out by a single 


bomb. 


The Cabinet agreed: 


I- Short-term Plan. 


(a)	 That preparations should be made on the 

assumption that at the outbreak of war 

Government Departments will remain in 

the central area* 


(b)	 That, if it becomes necessary to move 

the Government machine as a whole from 

Central London, the move should be 

direct to the provinces and not to 

the north-west suburbs. 


(c)	 That there should be no public 

disclosure as regards the particular 

Departments for which accommodation 

in the provinces is now being earmarked. 


IIo Long-term Plan. 


(a)	 That preparations should be made on 

the assumption that the Departments 

and Headquarter Branches remaining 

in London in peace-time will remain 

in the central area on the outbreak 

of hostilities, and, in the event of 

the Government machine having to leave 

London, will move direct to the 

provinces. 
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(b) That all Government Departments and. / 

branches of Departments not really I 

required in London should be located 

in peace-time in the provinces as 

soon as practicable. ! 


(c) That while, as regards the long-term 

plan, the movement of non-essential 

staffs to particular areas in the 

provinces may possibly indicate the 

general direction to which Government 

Departments might move in the event of 

an emergency, no public disclosure 

should be made as to which Departments 

would occupy any particular 

accommodation in an emergency. 


(d) That, in order to enable essential	 work 

to be carried on during a bombardment, 

deep bomb-proof quarters should be 

provided in the central area for the five 

War Rooms of the Cabinet, Service Depart
ments and Home Security Organisation as a 

minimum, any extension depending on further 

investigation as to cost, practicability 

and need in the light of the general 

Government policy in this matter. 


(e) That further consideration	 should be 

given to the question of providing 

accommodation for essential Foreign 

Office duties. 


III. General. 


To invite the Rae Committee to 

proceed with the preparation of the 

necessary arrangements for both the 

short-term and long-term plans on 

the above basis as quickly as 

possible. 
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The Cabinet had under consideration a Joint 
^ AGRICULTURE - 8 

AMEBDMEMT) BILL 
Memorandum by the Minister .of Agriculture and 

ats and Barley, 
Fisheries and the Secretary of State for Scotland 


(Previous 
 (CP.-45 (39)) relating to the Agriculture (Amend-
Eeference: 

Cabinet 6 
 ment)Bill, introduction of which had been postponed 
(39), Con
clusion 12,) at the Meeting mentioned in the margin, pending 


further consideration T33? the Agriculture Ministers 


and the Chancellor of the Exchequer of the proposals 


for an increased subsidy in respect of land under 


oats or barley harvested in 1958 0 This further 


examination had now taken place, and in their 


Memorandum the Ministers recorded the view that, 


since it was proposed to produce in the near future 


revised permanent plans for the assistance of oats 


and barley, it would be undesirable to proceed with 


the Bill, and that the permanent p'V,a:as, when com

pleted, should be applied retrospectively, so far 


as practicable, to the 1958 crops of both oats and 


barley,, The Memorandum indicated broadly the 


effect of such retrospective provision, on the 


assumption that proposals on the lines of those now 


under consideration would, be approved. The net addi^ 


tional cost to the Exchequer would be £2,075,100 


or a total cost of £3,335,600  Attached to the 
o


Memorandum was a draft announcement of the Govera

ment's proposals, which the Ministers suggested 


would be sufficient for present purposes. 


In explaining the proposals THE MINISTER OP. 


AGRICULTURE AND FISHERIES said that it would be 


impossible to deal with the 1938 barley crop on 


the same basis as in the proposed permanent plans, 


since those plans contemplated minimum price 


arrangement with the brewing and distilling industries 




which obviously could not be applied to past.sales. 


The arrangement for the 1938 barley crop must, 


therefore, be linked to oats, and he was- satisfied 


that it was impossible to avoid giving a measure of 


assistance to oat-growers in respect of the 1938 crop. 


He said that the proposal that those who had not 


grown wheat, or who had elected not to receive wheat 


deficiency payments, should receive the subsidy at 


twice the rate payable to those who had elected to 


receive such payments, would ensure that the money 


went to those who really required it. Prom enquiries 


which he had made in the areas concerned, he was 


satisfied that the position was really serious . 


Turning to the draft announcement, the Minister 


said that he would like to include in it a statement 


to the effect that, as part of the long-term policy, 


it was proposed to effect a degree of separation 


between assistance for wheat, barley and oats. The 


effect would be that, although those who received 


wheat deficiency payments would not be disqualified 


from receiving subsidy on barley and/or oats, they 


would receive subsidy in respect of oats at a lower 


rate than those who did not receive assistance under 


the Wheat Act. He asked for authority to include a 


statement to this effect, in very general terms, in 


the draft announcement. If this was not done he was

afraid that there was a serious risk that the acreage 


under barley would tend to decrease and workers would 


be turned off. 


The Cabinet agreed 

(l) That the Agriculture	 (Amendment) Bill 

should not be proceeded withe 


(.S) That the permanent policy in regard to 

barley and oats should, so far as 

practicable, be applied retrospectively 

to the 1938 barley and oat crops. 




(3) That the draft announcement appended t o e


C P . - 4 5 (39) should he amended by the 

inclusion of a statement, in general 

terms, setting out the proposed future 

relation of the assistance on wheat, 

barley and oats, and that the terms of 

this revised statement should be 

discussed by the Chancellor of the 

Exchequer and the Agriculture Ministers. 


/ 



THE UNEMPLOYMENT

INSURANCE BILL. 


(Previous 

Reference: 

Cabinet 56 

(38), Con
clusion 5.) 


 9. 


Memorandum, by the Minister of Labour (H.A. 10 (39)), 


covering the draft Unemployment Insurance Bill, 


which was designed to give effect to certain 


recommendations of the Unemployment Insurance 


Statutory Committee,, as to holidays and 


suspensions in relation to unemployment insurance, 


and to make certain other amendments in the law 


relating to unemployment insurance: together with 


the following recommendation thereon by the 


Committee of Home Affairs (H.A.C. 4th Conclusions 


(39), Minute 1 ) : 

"To authorise the introduction forthwith 

in the House of Commons of the Unemploy
ment Insurance Bill in the form of the 

draft annexed to H.A, 10 (39), subject 

to the settlement of the outstanding 

points mentioned in the discussion and 

to any drafting or other minor 

alterations that may be found necessary 

or desirable." 


The Cabinet approved the above recommendation. 




THE WHEAT

(AMENDMENT ) 

gILL.


(Previous

Reference; 

Cabinet 49

(38), Con
clusion 16.) the draft Wheat (Amendment) Bill, the object of 


9 9 C 

tS ki o 

 10., The Cabinet had before them a Joint 


 Memorandum by the Minister of Agriculture and 


 Fisheries, the Secretary of State for Scotland 


 and the Home Secretary (H.A. 11 (39)), covering 


which was to effect certain amendments of the 


Wheat Act, 1932. In particular, the Bill contained 


provision for the periodical review of the standard 


price, by which the amount of the deficiency 


payments to wheat-growers is determined; and 


provisions relating to the obligation to make 


quota payments. 


The Conclusions of the Committee of Home 


Affairs thereon (H.A. C. 4th Conclusions (39), 


Minute 2) were as follows:

"(l) To invite the Minister of Agriculture 

and Fisheries to inform the Lord Chancellor 

of any amendments resulting from the 

settlement of the outstanding technical 

points. The Lord Chancellor would then 

decide whether any of the amendments 

required further consideration by the 

Committee. 


(2) Subject to (l) above, to recommend the 

Cabinet to approve the Wheat (Amendment) 

Bill in the form of the draft annexed to 

H.A. 11 (39) subject to further consider
ation of Clause 19 (l) and to any drafting 

or other minor alterations that might be 

found necessary or desirable. 


(3) To reserve for determination by the 

Cabinet the question whether the Bill 

should be introduced in the House of 

Lords or in the House of Commons." 


The Cabinet agreed 
(l) To approve recommendation (2) above 


of the Home Affairs Committee, 


(2) That the Bill should be introduced in 

the House of Commons. 




THE HIGHWAYS 11. The attention of the Cabinet was drawn to 

B l L L . G i I 0  N  t h e Highways Protection Bill, introduced in the 

(previousReference:  House of Commons by a Private Member and down for 

Cabinet 7
(39), Con
elusion 15.; 

 Second Reading on Friday, -24th February, 1939, 

.
The Cabinet agreed that the Government 

 Spokesman should give general support 
to this Bill,- but should be prepared 
to modify their attitude should con
siderable opposition to the Bill develop. 
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IS. The Cabinet had under consideration the 


Water Supply Bill, introduced in the House of 


Commons by a Private Member and down for Second 


Reading on Friday, 3rd March, 1939* 


The Cabinet agreed that the Government 

Spokesman might give general support 

to this Bill; but that it would be 

unfortunate if the Bill was disposed 

of too quicklyo 
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COAL MINES 13. The attention of the Cabinet was drawn to 


the Coal Mines Bill, introduced in the House of 

Irevious 

Iference: Commons by a Private Member and down for Second 

fbinet 42 

)  , Cori- Reading on Friday, 3rd March, 1939. 
Y

fusion 1*5*; 
The Cabinet agreed that the Government 

Spokesman should oppose this Bill, 

the effect of which was to abolish the 

Eight Hour Day in Coal Mines. 


[Richmond Terrace, S.W.I., 


22nd February, 1939. 




C R E T* COPY NO, 


C A B I N E T 9 (59) 


Meeting of the Cabinet to be held at No.10 Downing 

Street, 8,W.l., on THURSDAY, 2nd MARCH, 1939, 


at 11.0 a.m. 


AGENDAo 


1 * FOREIGN AFFAIRS, 

2, PALESTINE - (if required) 


(Reference Cabinet 8 (39) Conclusion 5) 


3. SUPPLY ORGANISATION "IN PEACE AND. WAR. 


(Reference Cabinet 5 (39) Conclusion 7) 


Memorandum by the former Minister for Co-ordination 

of Defence. 


C P . 240 (38) - already circulated. 


Note by the former Minister for Co-ordination of 

Defence, covering extract from draft Minutes of the 

345th Meeting of the Committee of Imperial Defence, 

together with Memorandum by the Minister for Co
ordination of Defence. 


C P  . 23 (39) - already circulated. 


Memorandum by the former Minister for Co-ordination of 

Defence. 


C P . 33 (39) - already circulated. 


Joint Memorandum by the Minister for Co-ordination of 

Defence and the Chancellor of the Duchy of Lancaster. 


C P . 48 (39) - circulated herewith. 


4 . ACCELERATION OF MOBILISATION. 

(Reference Cabinet 45 (38) Conclusion 5) 


Memorandum by the Minister for Co-ordination of 

Defence, covering extract from draft Minutes of the 

347th Meeting of the Committee of Imperial Defence, 

together with Report by the Chiefs of Staff Sub-

Committee . 


C P . 52 (39) - circulated herewith. 


Memorandum by the Secretary of State for War. 

C P . 53 (39) - to be circulated. 
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5.	 LOCAL GOVERNMENT (SCOTLAND) AMENDMENT BILL. 


(Reference Cabinet 52 (38) Conclusion 5 and Appendix.. XI)-


Memorandum by tlie Secretary of State for Scotland. 

C P . 54 (39) - circulated herewith. 


6.	 CAMPS BILL. 


(Reference Cabinet 6 (39) Conclusion 11) 


Memorandum by the Lord privy Seal, covering draft 

Bill. 


H.A. 9 (39) - circulated herewith. 


5th Conclusions (39) of Committee of Home Affairs 
to be circulated. 


7.	 CLUBS; PRIVATE MEMBERS' BILLS IN THE HOUSE OF LORDS 

AND THE HOUSE OF COMMONS. 


(Reference Cabinet 16 (38) Conclusion 9, and 

Cabinet 52 (38) Conclusion 5) 


Memorandum by the Home	 Secretary. 

C P  . 51 (39) - circulated herewith. 


8 .	 PRIVATE MEMBERS' BILLS. 
For Friday. 10th March, 1939* 

(a)	 Local Authorities (Enabling) Bill. Second 

Reading. (Mr. Leach (La.)) 


(Reference Cabinet 10 (38) Conclusion 14) 


(b)	 Voluntary Hospitals (Relief from Rating) Bill. 

Second Reading, (Mr. Herbert Williams (C)) 


(Already disposed of: 

Reference Cabinet 4 (39) Conclusion 7) 


TO TAKE NOTE OF;

9. AIR DEFENCE OF OREAT BRITAIN; REVIEW OF THE ARRANGEMENTS 

FOR. 


(Reference Cabinet 5 (39) Conclusion 3 (4)) 


Note by the Minister for Co-ordination of Defence, 

covering extract from Minutes of the 346th Meeting 

of the Committee of Imperial Defence, together with 

Memorandum by the Home Defence Committee. 


C P . 50 (39) - circulated herewith. 
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10. FUTURE CAPITAL SHIP STRENGTH. 


(Reference Cabinet 50 (38) Conclusion 11) 


Memorandum by the Minister for Co-ordination of 

Defence, covering extract from draft Minutes of 

the 348th Meeting of the Committee of Imperial 

Defence, together with Memorandum by the First 

Lord of the Admiralty. 


C P . 55 (39) - to be circulated. 


(Signed) E.E. BRIDGES 


Secretary to the Cabinet. 


Richmond Terrace, S.W.I. 


24th February, 1939. 
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10. FUTURE C A P I T A SHIP STRENGTH. 


(Reference Cabinet 50 (38) Conclusion 11) 


Memorandum by the Minister for Co-ordination of 

Defence, covering extract from draft Minutes of 

the 348th Meeting of the Committee of Imperial 

Defence, together with Memorandum by the First 

Lord of the Admiralty. 


C.P. 55 (39) - to be circulated. 


(Signed) E.E. BRIDGES 


Secretary to the Cabinet. 


Richmond Terrace, S.W.I., 


24th February, 1939. 




COPY NO, 


C A B I N E T 9(39). 


CONCLUSIONS of a Meeting of the Cabinet held 

at 10, Downing Street, S.W.I., on THURSDAY, 


2nd March, 1939, at 11.0.a.m. 


PRESENT:-


The Right Hon. Neville Chamberlain, M.P., 

Prime Minister. (in the Chair). 


Right Hon. The Right Hon. 

ord Maugham, Sir Samuel Hoare, Bt. , C C S . I . 

ord Chancellor. G.B.E. , C M . G. , M.P. ,


Secretary of State for Home 

Affairs. 


e Right Hon. The Right Hon. 

Sir John Anderson, G-.C.B. , Sir Thomas Inskip, C.B.E., F.C. 

G.C.S. I. , G.CI.E. , M.P. , M.P., Secretary of State for 

Lord Privy Seal. Dominion Affairs. 


e Most Hon. The Right Hon. 

The Marquess of Zetland, C C S . I . , Malcolm MacDonald, M.P., 

G.O.I.E., Secretary of State Secretary of State for the 

if or India and Burma. Colonies. 


iral of the Fleet the Right The Right Hon. 

Hon. Lord Chatfield, G-.CB. , W.S. Morrison, M.C., K . C , M.P. 

O.M., K.C.M.G., C.V.O., Minister Chancellor of the Duchy of 

for Co-ordination of Defence. Lancaster. 


e Right Hon. The Right Hon. 

The Earl Stanhope, K.G., D.S.O., L. Hore-Belisha, M.P., 

M.C., First Lord of the Admiralty. Secretary of State for War. 


e Right Hon. The Right Hon. 

Sir Kingsley Wood, M.P., John Colville, M.P., Secretary 

Secretary of State for Air. of State for Scotland. 


e Right Hon. The Right Hon. 

Oliver Stanley, M.C., M.P. , The Earl De La Warr, President/ 

President of ,the Board of Trade. of.the Board of Education. 


Bight Hon. 
 The Right Hon. 

Walter Elliot, M . C , M.P., Ernest Brown, M.C., M.P., 
Minister of Health. 
 Minister of Labour. 


Sight Hon. 
 The Right Hon. 
S.L. Burgin, M.P., Minister Sir Reginald Dorman-Smith, 
of Transport. 
 M.P., Minister of 

Agriculture and Fisheries. 


Midges, K.C.B., M.C Secretary. 




e% 9 ̂  

a K.J o 

[IWlusion 

No. 


1. 

2. 


3 . 

1 4. 


5. 


6. 


7. 

9, 


10. 


11. 


COPY MO. 


C A B I N E T 9 (59). 


CONCLUSIONS of a Meeting of the Cabinet held on 

THURSDAY, the 2nd MARCH, 1939, at 11.0 a.m. 


Subject. Page. 

SPAIN: 
Recognition of General Franco's Government. 1. 

THE INTERNATIONAL SITUATION: 
Staff Conversations with France and Belgium.
Italy and Germany: Communication to the 

United States.

 3. 

 4. 

PALESTINE: 
The London Conferences. 5. 

SUPPLY ORGANISATION IN PEACE AND WAR. 14.. 

MOBILISATION: 

Acceleration of. , 24. 

LOCAL GOVERNMENT (SCOTLAND) AMENDMENT BILL. 28. 

CAMPS BILL. ' 29, 

CLUBS: 
Private Members' Bills in the House of Lords 

and House of Commons. 30, 

LOCAL AUTHORITIES (ENABLING) BILL. 32. 

ACCESS TO MOUNTAINS BILL. '33, 

AIR DEFENCE OF GREAT BRITAIN: 
Review of Arrangements for. 35. 
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1. THE PRIME MINISTER, in the absence of the 


Secretary of State for Foreign Affairs who was 


indisposed, read a statement prepared in the Foreign 


Office outlining recent developments in connection 


with the recognition of General Franco's Government 


in Spain. This statement is appended to these 


Conclusions as Annex A. 


The Prime Minister reminded the Cabinet that, 


at the previous Meeting, the Foreign Secretary had 


informed his colleagues that a telegram had been 


despatched to our Ambassador in Paris, indicating 


that we wished to announce our recognition of General 


Franco at the earliest possible moment, and in any 


case not later than the 24th February, and that we 


hoped that the French would agree to this course 


and would make a simultaneous announcement. The 


French had replied that they were not prepared to 


recognise General Franco by 24th February, and they 


had asked us to agree to postpone recognition, and 


the announcement thereof, until the 27th February. 


We had acquiesced in this proposal, whereupon 


M. Daladier, on the 24th February, had allowed a 


public announcement of our intentions to be made. 


This had caused us some embarrassment; but he (the 


Prime Minister) had thought it better not to disclose 


the above facts. 


In reply to a question, the Prime Minister said i 


that the United States Government had not yet 


recognised General Franco, but were watching the 


position. It seemed as though the fighting in Spain 
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was practically over, and it was to be hoped that 


General Franco would now be careful to avoid 


action which might offend the opinion of the 


civilised world. At the same time it had to be 


remembered that there were a number of very 


dangerous criminals who had committed acts of 


great brutality, and it was, therefore, too much 


to expect General Franco to proclaim a general 


amnesty. 


With regard to the Italian and German troops 


in Spain, there was no recent information. The 


Prime Minister thought that nothing would be more 


conducive to the early return of the Italian troops 


to Italy than a cessation of continual discussions 


as to the probable date of their departure. 


The Cabinet took note of the above. 
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2. THE PRIME MINISTER reminded the Cabinet that 


our proposal for Staff Conversations with the French 


had been communicated to the French on the 4th 


February,, He then read a note by the Foreign Office 


explaining that the French had now agreed to 


Conversations on the basis suggested  and referring 
s


to various points of procedure. This note is appended 


to these Conclusions as Annex B. 


THE MINISTER FOR CO-ORDINATION OF DEFENCE said 

that he was puzzled by the statement in* the Foreign 

Office Note that on his advice it had been decided t6 

omit the proposal that the first stage of the C o n v e r t 

sations should be opened by giving the French a Paper 

showing in broad outline the strategical position as 

seen from London. He had in fact given no such 

advice. On the previous day the Sub-Committee O f 

the Defence Plans (Policy) Committee had discussed 

this point9 and it had been suggested that the Joint 

Planning Committee should prepare a Memorandum 

setting out our case, and should send it to the 

French Staff representatives, who would thus have 

an opportunity of examining the Memorandum and o f 

sending a reply before the Oonversations started. 

The Sub-Committee thought that this c o u r s e should be 

adopted. This procedure had the further advantage that 

it enabled us to take the initiative., and might avoid 

our being faced with a series of French proposals with 

which we were not in agreement. 

The Minister for Co-ordination of Defence said 


that the Committee had invited him to mention this 


matter to the Cabinet9 with a view to obtaining 


general approval of the course proposed. 


THE PRIME MINISTER said that he favoured action 
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on these lines. 

The Cabinet approved this proposal, 

Italy and 
Germany5 

Communica-

THE PRIME MINISTER reminded his colleagues that, 

at the Meeting referred to in the margin, the Secretary , 
tion. to 

the United of State for Foreign Affairs had read a telegram received 

States. 


the previous day from the 3ritish Ambassador at Washington 

(Previous 

Reference: (telegram No. 76) reporting a conversation which he had 

Cabinet 8 

(39), Con- had on the 20th February with the Under-Secretary of State 

clusion 2 ) . 


at Washington, who had received from the French General 


Staff information of a disquieting nature as to German

F.R.to(3g)i-italian military activities. The Foreign Secretary had 


ashed him to read to the Cabinet a confidential telegram 


which had been despatched to Sir Ronald Lindsay (No. 95) 


summarising our i^resent information regarding the various 


subjects dealt with in telegram No, 76. 


THE SECRETARY OF STATE FOR DOMINION AFFAIRS said 


that, as this telegram had not been distributed, lie 


would be glad if special arrangements could be made 


so as to ensure that the information in it was made 


available for use in the preparation of.the periodic 


resumes which were telegraphed to the Dominions every, 


three or four days. 


The Cabinet tool: note of the telegram read by the 


Prime Minister. 
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3. THE SECRETARY OP STATE FOR THE COLONIES said 


that the Committee which had been set up to examine the 


McMahon-Hussein correspondence was still continuing its 


labours under the Chairmanship of the Lord Chancellor. 


THE LORD CHANCELLOR said that the correspondence 


in question was extremely unsatisfactory. He thought 


that, subject to one point to which he would refer 


later, it was very difficult to contend that the letter 


of the 24th October, 1915, contained any specific ex

clusion of Palestine. At the same time, he thought it 


would be very undesirable to abandon the view which we 


had maintained consistently for 20 years, more especially 


since the Arabs were suspicious people and appeared to 


regard all our actions as dishonest. 


The argument to v/hich he referred was that the 


letter did exclude from the territories which were the 


subject of the pledge given to the Arabs those terri

tories in regard to which the Prench had made a claim, 


and there was no doubt that Palestine did at that time 


form part of Syria. It was, therefore, possible for 


us to maintain that, since we had reserved territories 


claimed by the French, we Jhad not given any undertaking 


in 1915 to the Arabs in regard to Palestine. The Arab 


reply to this view was that, since the French claim 


to Palestine had not been upheld, it followed that tfre 


Arab claim to Palestine held good. 


The Lord Chancellor thought there were two 


answers to this argument: first, that it did not by. 


any means follow that, if the French relinquished their 


claim to Palestine, the Arab claim to Palestine was 


thereby established. Second, that the French had 


relinquished their claim to Palestine in favour of the 


establishment of a Mandate over that territory and that, 


if the Mandate were abandoned, the French might claim 


that they had certain interests which must be 


safeguarded. - 5 
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The Lord Chancellor said that it was quite certain 


that our representatives in the 1915 discussions were of the 


opinion that they were not giving the Arabs any undertaking 


in regard to Palestine. It was not, however, quite clear 


whether our representatives thought that they had explicitly 


i*eserved Palestine or whether they had thought that Palestine 


was outside the scope of the discussions. 


Some discussion then took place on the translation 


of the 1910 correspondence. 


THE LORD CHANCELLOR said that the new translation 


did not really affect the matter with the exception of the 


single word vilayet, v/hich in Turkish meant administrative 


district but in Arabic was interpreted in a wider sense. 


T  p SECRETARY OF STATE Pop v/HE OOLOPI^S then gave 

an account of the progress of the main negotiations. The 

discussions had tended to centre on the constitutional 

issue. As he had told the Cabinet the previous wee:';, the 

Palestine Arabs had pressed for the immediate recognition of 

an independent Arab State. We had rejected the demand for 

recognition, o£ an Arab State and for immedilate, recognition, 

but we had said v/e were prepared to reoogm.se an independent 

Palestine State in due course. 

The rep-resentatives of the neighbouring Arab States 


had become more and more insistent on some action being taken 


at once which/-in form, would meet the demand for in

dependence. They had taken the view that, if v/e met 


the claim for independence, it would be possible 


to reach agreement on immigration and land sales. 


They had pressed for the setting up of a provisional 


Government on the Iraq model, under which Palestine 
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Ministers would nominally take over control of 


departments, with British advisers to run the show. 


We had rejected this claim for the establishment 


of .a provisional Government. At the same time, the 


Foreign Office had been anxious that we should take 


action which would satisfy the neighbouring Arab 


States^and, after consultation with the Secretary of 


State for Foreign Affairs, certain proposals had been 


submitted to the Cabinet Committee on Palestine which 


were	 summarised on pages 4-7 of C P . 56 (39). Very 


briefly these proposals were as follows:

(l)	 The British Government should declare that 

it was their intention that the Mandate 


ĉ -*	 should/come to an end and that an 

independent Palestine State should be 

created in treaty relations with Great 

Britain. 


(2)	 That a Round Table Conference should be 

summoned to work out the Constitution of 

the proposed Palestine State and the terms 

of the proposed treaty with Great Britain-

This Round Table Conference would, have to 

consider 
(a)	 the transitional period; 


(b) provisions for the unique character of 

Palestine as a holy land sac-red to 

three religions; 


(c)	 safeguards for various communities 

in Palestine, especially for the 

Jewish National Home D This was not an 

ordinary, but an extraordinary, 

minority, which required extraordinary 

safeguards; 


(d)	 safeguards for the protection of 

British interests, e.g. our important 

military interests; 


(e)	 United States interests, e.g. missions.. 


(3)	 As an earnest of our good intentions, and 

the impending inaugur ation of the Round 

Table Conference, representatives of the 

Arab and Jewish communities in Palestine 

should be added to the Executive and 

Advisory Councils, 




THE SECRETARY OE STATE EOR THE COLONIES 


said he had put these proposals before the 


Delegations. The Jews had objected to many 


of the proposals, but nevertheless the discussions 


with them had at first gone quite well, and we 


had been able to make it clear that we could 


meet many of their objections. That had been 


the position late on Saturday night. Over the' 


week-end, there had been a leakage of information 


in Egypt where a summary of our proposals^in "cc 


very misleading/S&tasii had been published. The 


result had been disastrous, and there had 


been great Arab demonstrations of joy in 


Palestine, followed by Jewish anger which had 


taken the form of bombing reprisals. Great 


pressure had been put on the Jewish 


representatives to leave the Conference, -with 


the result that conversations, with them had been 


broken off. He had, however, 


succeeded in getting them to continue 


discussions on an informal basis. 




The Jews complained, in the first place, that 


there was no mention in our proposals of the Balfour 


Declaration or of the Mandate. The answer to this 


was that our proposals took these matters for granted,, 


and dealt only with suggestions for the future. 


The second objection raised by the Jews had 


been that it was quite impossible for them to accept 


the suggestion of an independent Palestine State 


until they knew what the safeguards would be. It 


was not enough to say that the safeguards 


would be worked out at the Round Table Conference. 


To meet this point of view, various alternative 


safeguards which might be adopted had been worked 


out and submitted to Dr 0 Weizmann, who appeared to be 


fairly well sati sfied with them. It appeared, 


however, that Dr. Weizmann was having great 


difficulty with his own supporters, notably with 


Mr. Ben-Gurion, the leader of the Palestine Jews. 


There was still a risk that the Jews might break off 


negotiations after tomorrow. He thought, however, 


that Dr. Weizmann would be ready to continue 


discussions, subject to the reservations indicated 


above. 


In the case of the Arabs, the neighbouring 


Arab States had accepted the proposals, and were 


doing their best to get the Palestine Arabs to 


accept them. . Indeed,, of the Palestine Arabs, the 


representatives of the Defence Party and two 


representatives of the Mufti's Party were in favour 


of acceptance. The rest of the delegates were still 




9/j 9 

d 5 d 


hankering after an independent Arab State on the Iraq 


model, with a transitional period of no more than 


three years,, It had now been decided to set up a 


smaller Commmttee on Policy to consider in detail 


our proposals and those of the Palestine Arabs. On 


this Committee we should have the/support of the 


representatives of the neighbouring Arab States. 


As to immigration and land sales these 


really depended on the settlement of the 


constitutional question. The proposal which we had 


made to the Arabs had been that there should be a 


five years' programme of, say, 100,000 immigrants, 


leaving the position at the end indeterminate. It 


was proposed to settle at the Round Table Conference 


what machinery should be used to determine immigration 


at the end of that period. The neighbouring Arab 


States were favourably disposed to us in this matter, 


and they were pressing the Palestine Arabs to 


accept a solution on these lines, though with 


perhaps a reduced total of 50,000 or 60-,000 immigrants 


in the next five years. 


On land sales the proposal was that the High 


Commissioner should have power to prohibit entirely or 


to restrict land sales, according to the area con
cerned. The Arabs were asking for complete 


prohibition. 


Although the Conferences had reached a very 


difficult stage, the Secretary of State thought that, 

"/Lau-c £ (- 7&*-c 6JCL s stiff A. feU^-Js h-aft- S]

as he wao atill hoping"fro roaeh^an agreement, it was 


worth while to continue negotiations for some days 


further. If, at the end of that time, the possibili
ties of agreement had been exhausted, the Conferences 




should be brought to an end, This, however, would only 


be done after there had been close consultation with 


the representatives of the neighbouring Arab States 


as to the proposals which we should put forward on our 


own responsibility. We hoped that we should obtain 


their sympathy for these proposals, though not, perhaps, 


their open supports The neighbouring Arab States might, 


however, come out with a declaration of their own that 


they hoped that strife would cease and that the Arabs 


would be content^/with the concessions which they had 


obtained. 


In conclusion, the Secretary of State for 


the Colonies asked the Cabinet to give their general 


approval to the suggestions outlined above. He 


thought that these proposals represented an equitable 


solution and it was still just possible that, on 


the basis of their proposals, we might be able to 


reach an agreement with the representatives of both 


Jews and Arabs. If, however, agreement did not 


result, our position2 though no doubt difficult, 


would be honourable. Indeed it would in some ways 


be a strong one which could be defended in Parliament. 


In reply to the Secretary of State for 


India, THE SECRETARY OF STATE FOR THE COLONIES 


said that he had informed the Jewish representatives 


of the proposal that we should make a public 


declaration that in our view the Balfour 


Declaration did not mean the establishment 


of a Jewish State in Palestine. He thought that 
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for some time they had heen reconciled to this. 


THE SECRETARY OF STATE FOR HOME AFFAIRS thought 


that the position of the Jewish representatives was hound 


to be difficult, so long as no precise safeguards had 


been elaborated. He asked if it was possible, either 


to expedite the Round Table Conference, or to proceed at 


once to negotiate with regard to safeguards, thereby 


cutting out the proposed Round Table Conference. 


THE SECRETARY OF STATE FOR THE COLONIES said 


that he appreciated the need for making progress on 


the question of safeguards, and for that reason we had 


set out what seemed to us to be the various possible 


alternatives. He thought, however, that it would be 


very risky to have a Round Table Conference without 


adequate preparation. He wished himself id visit the 


neighbouring Arab States, and it was proposed that 


Dr. Weizmann should visit Ibn Saud. The preparation 


might take as long as six months. 


THE SECRETARY OF STATE FOR DOMINION AFFAIRS 


referred to the discussion which had taken place in 


the Palestine Committee on the word "independent". He 

J 


hoped that any declaration which we made, would make quite 


oJLear the limitations which would be imposed on the 


so-called independent Palestine State. Otherwise we 


should be sowing trouble for the future. 


THE SECRETARY OF STATE FOR INDIA pointed out 


that the High Commissioner preferred the use of the 


word "autonomous" rather than "independent", to which 


THE SECRETARY OF STATE FOR THE COLONIES replied that the 


word "independent" had a psychological value in the 


negotiations. 




THE LORD CHANCELLOR expressed the fear that the 


Arabs would use any promise of an independent State as 


a basis for accusations of bad faith in the future. He 


thought that it was important that we should make it 


clear that we favoured the establishment of an independent 


Palestine State when the conditions were ripe, and not 


within any specified period. 


THE SECRETARY OP STATE FOR THE COLONIES con

firmed that this was the intention. 


As regards our Defence requirements, he did not 


think that we were likely to encounter much difficulty. 


On the proposal of the Prime Minister, the 


Cabinet agreed 


to give general approval to tbe proposals 

outlined by the Secretary of State for the 

Colonies in the Minutes of the Meeting of 

the Palestine Committee held on 23rd 

February, 1939 ( C P . 56(39)) and in the ' 

course of discussion. 




SUPPLY ORGAN-
ISATION IN 
PEACE AND WAR. 

(Previous
Reference: 
Cabinet 5 
(39), Con
olusion 7. ) 

4. The Cabinet had before them the following 


Memoranda by the former Minister for Co-ordination 


of Defence on the subject of Supply Organisation 


in Peace and War:

(l) C.Pc-240 (38), which had received 

consideration at the Meeting held 

on 31st October, 1938 (Cabinet 51 

(38), Conclusion 2 ) : 


(2) CP.-23 (39), covering an Extract from 

the draft Minutes of the 345th Meeting 

of the Committee of Imperial Defence 

(Minute 1 ) , and C.I.D- Paper No, 1505-B: 


(3) C.P.-33 (39), which set forth arguments 

in favour of and against the establish
ment of a Ministry of Supply in peace: 


together with 


(4) A Memorandum by the Minister for Co
ordination of Defence and the Chancellor 

of the Duchy of Lancaster (CPo-48 (39)), 

at the end of which the Ministers summar
ised their recommendations as follows:

(i) A Ministry of Supply should not be 

set up in peace. 


(ii) All preparations should be made at 

once for the setting up of a Ministry 

of Supply in time of war. These 

comprise the lay-out of the organisa
tion, the earmarking of personnel and 

the detailing of Branches which would 

be transferred to the Ministry. 

These preparations should be central
ised in the Chairman of the Supply 

Board, who would be supplied with a 

special staff for the purpose. Any 

questions needing Ministerial decision 

would be referred by him to a committee 

of the Ministers concerned. 


(iii) A decision whether, and, if so, when, 

a Ministry of Supply would be set up 

in war should be deferred until the 

onset of an emergency. 


(iv) The Ministry of Supply should be 

responsible for supply for the War 

Office and the Air Ministry, but not . 

for the Admiralty unless and until 

the stresses of war compel its 

inclusion; suitable safeguards for 

the "user" must be enforced. 




(v) The Ministry of Supply should, he 

responsible only for those parts of 

Supply which call for extensive 

diversion of the engineering, chemical 

and metallurgical industries from 

their normal spheres. 


(vi) The supply of common stores should be 

arranged by Departments under the 

existing system, with a suitable 

Committee, such as the Contracts 

Co-ordinating Committee, for 

co-ordination. 


(vii) The functions of design and research, 

and of inspection, should be transferred 

as well as the functions of supply. 


(vlii) Compulsory powers for the Ministry 

over labour are not practicable. 


A Memorandum by the Minister of Labour was 

attached as an Appendix, in which it was 

pointed out that a wide field of essential 

work existed which could be done by a 

Ministry of Supply in peace-time without 

recourse to compulsory powers regarding 

labour. 


THE MINISTER FOR CO-ORDINATION OP DEFENCE said 


that the Paper necessarily covered old ground, but 


that he and the Chancellor of the Duchy of Lancaster 


had built largely on the work of his predecessor, the 


Secretary of State for Dominion Affairs. He had 


tried to reach a reasonable solution of a problem 


which was bound to be controversial. 


The Minister then went through the Memorandum 


paragraph by paragraph, and called attention to the 


salient points. 


He felt some difficulty in adjudicating upon which 


Departments should be included within a Ministry of 


Supply, since his Admiralty experience led him to 


attach great importance to the difficulties of 


separating the design and production branches of the 




Admiralty from the staff or user branches, with 


which they were so closely interlocked. The 


Minister referred to the organisation in the United 


States of America, where the Under-Secretary of 


State for War was.responsible for all supply matters 


for all three Services, with the exception of 


warships, which remained a Navy responsibility. 


It was however possible that, although the Admiralty 


did not now contemplate any large extension of their 


production after the outbreak of war, circumstances 


might arise which would necessitate such an 


expansion. 


With regard to paragraph 16, the Minister 


emphasised that the personnel of the Service 


Departments were now accustomed, much more than in 


the late War, to close co-operation, and he thought 


that disputes on minor matters could be settled 


quite easily interdepartmentally. On the other 


hand, the really big issues which involved policy 


would necessarily have to be settled by the Cabinet. 


Some discussion then took place on the 


statement in paragraph 20 that it would be impossible 


to enforce Compulsory powers over labour in the 


political conditions of this country. 


THE SECRETARY OP STATE FOR AIR said that he 


was not in agreement with this-statement. He 


thought that it would be doubtful policy to introduce 


a Bill with compulsory powers over industry, but 


not over labour. Further, even if there were 


difficulties in applying compulsory powers to labour, 


there was a good deal to be said for having the powers 


in reserve. Moreover, the position in the next war 


would be wholly different from that in the last war.. 




He contemplated that there woU^d be conscription from 


the. outset, and that the force of public opinion, 


together with the effect of air raids, would result 


in a wholly different outlook. 


THE MINISTER FOR CO-ORDINATION OP DEFENCE and 


THE CHANCELLOR OF THE DUCHY OF LANCASTER explained 


that this paragraph was based on information which 


had been given to them. They understood that the 


attempt to apply compulsory powers to labour in the last 


war had in effect broken down. In any event, the 


question whether compulsion should be applied to 


labour did not affect their main proposals. 


Some discussion ensued as to whether the 


difficulties which applied to the inauguration of a 


Ministry of Supply at the present time would not also 


apply in war. 


THE MINISTER FOR CO-ORDINATION OF DEFENCE 


thought that if it became essential to set up a 


Ministry of Supply in war, the dislocation would not 


prove so great as was anticipated. In any event the 


present was the last moment at which we could afford 


any action which might delay production. 


THE MINISTER FOR CO-ORDINATION OF DEFENCE 


said that he had received a letter from Colonel Greenly, 


the Chairman of the Advisory Panel of Industrialists, 


giving the Panel's views on the question whether 


organisation would be materially improved by the 


creation of a Ministry of Supply. The Panel's 


conclusions were that a Ministry of Supply was in 


principle very desirable, but that they did not 


advocate its establishment under present conditions, 


as in their opinion this would involve a delay in 


the fulfilment of the re-armament programme. Neither 


was it their view that it should of necessity be 


established automatically on the outbreak of war, 
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as such a step would only add to the temporary 


confusion that would he hound to arise in the change

over from peace to war conditions. The Panel were, 


however, of the opinion that, in order that such a Ministry 


might he brought into being with the maximum rapidity as 


soon as the moment, was, in the opinion of the Cabinet, 


opportune, the whole of the organisation of the Ministry 


should be worked out in detail now, even to the extent of 


earmarking individuals to fill the more important posts, of 


providing for its location under war conditions and of 


drafting the legislation conferring the requisite compulsory 


powers. 


THE SECRETARY OP STATE FOR AIR said that he was in 


general agreement with the view that a Ministry of Supply 


should not now be set up. The Air Ministry's relations 


with industry were now very satisfactory, and the setting 


up of a Ministry of Supply would probably be to some extent 


a disadvantage. In effect, they had set up a miniature 


Ministry of Supply in the Air Ministry, and they did not 


want any disturbance of the present arrangements in time 


of peace. He was also in general agreement with Colonel 


Greenly's view that it did not follow that a Ministry should 


necessarily be established automatically on the outbreak of 


war. That matter would be for decision by the War Cabinet 


when the time came. 


There were two points on which he was at variance 


with the Minister's Memorandum. The first was the 


proposal, in paragraph 2 6 ( i v ) , to settle now whether or not 


the Admiralty should be included in the scope of a Ministry 


of Supply, He pointedout that the previous Minister for 


Co-ordination of Defence, in a Memorandum which he had 


submitted to the Committee of Imperial Defence in January 


last (C.I.D. Paper No. 1505-B, annexed to C . P o - 2 3 ( 3 9 ) ) , 


had proposed that the decision should be deferred until the 


outbreak of war. He was not sure why it was now proposed 
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to vary this procedure, more especially since the question 


whether or not the Admiralty should toe included in the 


Ministry of Supply would surely depend upon the extent of 


the Admiralty's demands on the outbreak of war, which could 


not now toe foreseen. On these grounds he thought that a 


decision on the inclusion or exclusion of the Admiralty 


should toe reserved. 

:
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The second point on which he differed from the 


Memorandum concerned the question of compulsory powers over 


labour, already referred toe In his view this question also 


should be decided in the light of events as they existed at 


the time when a Ministry was set up. 


THE FIRST LORD OF THE ADMIRALTY said that he thought 


that the Ministry of Supply would be called into being 


primarily for mass-production, which did not apply to the 


specialised products the Admiralty mainly required. 


Further, the shipbuilding industry was highly specialised and 


unfitted for other requirements. He did not anticipate 


any great increase in the rate of shipbuilding for the Navy 


after the outbreak of the war, although there might be a 


considerable increase in merchant shipbuilding. 


THE PRESIDENT OF THE BOARD OF TRADE s^id that, *fc***-wa* , /' 


-not in ag^rai^dajae^-w^fej^the inff̂ matebtfofflaâ ^ - -


Continuing., THE FIRST LORD said that big ships took 


a very long time to build and that it v/as not,' therefore, 


proposed to increase materially the number of big ships to 


be laid down after the outbreak of war. There might, 


however, be some increase in the smaller ships. 


THE SECRETARY OF STATE FOR WAR pointed out that the 


paper submitted by the former' Minister for Co-ordination of 


Defence had taken the view that a Ministry of Supply in the 


full sense would be inevitable in an emergency (C.I.D. Paper 


No. 1505-B). He (the Secretary of State) thought that, if this 


was so, it was better that, the Ministry should be established 


now, when it could be. set up without dislocation. He proposed 
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that the existing supply "branches should he left in their 


present offices, but placed under the control of a single 


Ministero Thus a common experience and purpose would be 


acquired, in his view there was no need to give the 


proposed Ministry of Supply any compulsory powers in time 


of peace. 


The Minister for Co-ordination of Defenoe had-said 


that the departments concerned were adverse to making the 


change now, on the grounds of the dislocation which would 


result. No doubt different opinions were held on this 


subject. The permanent head of his own Department (the 


War Office) had come to the conclusion that the War Office 


was at present overloaded, that the establishment of a 


Ministry of Supply would, on the whole, be an advantage, 


and that it would be favoured by public opinion. As 


regards the chain of responsibility from the user through 


the designer to the producer? the Secretary of State for War 


thought that it was possible to have too close contacts 


between the user and the designer, with the result that 


frequent changes were made in design resulting in delay. 


He proposed that the procedure adopted in the last war 


should be followed, and that the Ministry of Supply should 


include a representative of each of the Service Departments, 


who would be responsible to the Service Minister concerned 


and who would act as a liaison officer between the Service 


Department and the Ministry of Supply. 


Another advantage of the Ministry of Supply 


would be that it might help to build up a corps of designers. 


The shortage of designers was one of great weaknesses. 


THE MINISTER OP LABOUR thought that conclusion (viii) x 


was phrased rather too sharply, and he invited attention to 


the concluding paragraph of his Memorandum. If the Cabinet 


decided to make preparations for a Ministry of Supply he 
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thought that his Department could make a useful contri

bution by preparing a paper which would show, not only what 


preparations should be made in the future, but. also the past 


history of this matter,. This course was agreed to. 


THE PRIME MINISTER said that he agreed that conclusion 


(viii) required amendment. He thought the draft legislation 

for setting up the Ministry of Supply should include 

compulsory powers over labour,; and that the existence of 

such powers would be useful, even although not used in 

practice., As regards the question whether the Admiralty 

should be included in the ambit of the Ministry of Supply, 

he thought that conclusion (iv) went rather too far. While 

there was probably a good case for leaving the greater part 

of Admiralty supply work with the Admiralty, there were 

branches of supply where the same considerations were not 

involved and where the Admiralty were perhaps more likely * tt*-came 

into conflict with the other Department; for example, 

ammunition,, s"^-

As regards the observations of the Secretary of State 


for War, he was rather puzzled as to the difference f view0
 

on this matter between the War Office and the Air Ministry. 


The former favoured the establishment of a Ministry of Supply 


whereas the latter thought that the creation of a Ministry 


would interfere with the system of production that they had 


established. His own view was that, if on other grounds it 


did not appear necessary to set up a Ministry of Supply in 


time of peace, the case put forward by the War Office would 


not justify a contrary decision. 


It had been suggested that the public demand for a 


Ministry of Supply was growing. He (the Prime Minister) 


thought that this demand was dependent on the view taken 


by the public as to whether we were getting the goods we 


wanted. Now that public opinion was becoming satisfied on 


that point, he thought the demand for a Ministry of Supply 


would die down. 
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THE PEL SIDENT OP THE BOARD OP TRADE said that he had 


always favoured the establishment of a Ministry of Supply 


in time of peace. It seemed clear, however, that the 


general body of opinion was against this course.-, He 


thought that it should be recognised that, as a corollary 


of this decision it was unlikely that a Ministry of Supply 


would be set up in time of. war. All the arguments now being 


used against the immediate establishment of a Ministry of 


Supply would be urged, with even greater cogency, in time 


of war  Prom this, he thought, two conclusions followed. 
c


First, that the grant of compulsory powers to requisition 


productive capacity must not be dependent on the setting up 


of a Ministry of Supply, Secondly, that Departments should 


not be encouraged to devcte all their planning to the establish

ment of a Ministry of Supply, but rather to devote their 


attention to co-operation between Departments on the assumption 


that such a Ministry would not be set up. 


THE CHANCELLOR OF TH/i DUCHY OF LANCASTER explained 


that, if the proposals in the Memorandum were accepted, 


it would mean that we should go ahead at once with 


preparations for setting up a Ministry of Supply in time 


of war as quickly as possible., The extent of the dis

location consequent upon the setting up of a Ministry 


would depend upon the extent to which full plans had 


been worked out beforehand.. No effective steps could 


be taken to set up a Ministry until these plans had been . 


completed. 


THE SECRETARY OF STATE FOR SCOTLAND said that 


he was not too certain that a conflict of interests 


might not arise between the Admiralty and Board of Trade, 


even in time of peace. He suggested, therefore, that 


we should not be too forthright in any statements now 


made that a Ministry of Supply would not be set up in time 
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of -peace. At the same time it was important to press 


on with our preparations for the establishment of the 


Ministry . 


THE PRIME MINISTER said that there w&s nothing 

in the summary of recommendations in the last paragraph 


of the Memorandum which implied that in no circumstances 


would a Ministry of Supply be set up in time of peace. 


The recommendations in the Memorandum were clearly related 


to circumstances as they could be foreseen to-day. 


After further discussion the Cabinet agreed:-


To approve the recommendations in the 

Memorandum by the Minister for Co-ordination 

of Defence and the Chancellor of the Duchy 

of Lancaster, as summarised above, subject 

to the following:

(a) Conclusion (iv) should read as follows;
11 The Ministry of Supply should be 

responsible for supply for the War Office 

and the Air Ministry and for some part; 

but not the whole, of the Admiralty 

recpiirements, unless and until the stresses 

of war compel the inclusion of the whole; 

suitable safeguards for the "user" must 

be enforced.11 


(b) Recommendation (viii) should read aa 

as follows:
"While some doubt exists as to the 

extent to which use.can be made of com
pulsory powers over labour, a provision 

for such compulsory powers should be 

included in the draft legislation for 

the establishment of a Ministry of Supply." 




following documents on the subject of Acceleration 


Of Mobilisation:

(l)	 A Memorandum by the Minister for Co
ordination of Defence (0oP  52 (59)), 
o


covering an Extract from the draft 

Minutes of the 347th Meeting of the 

Committee of Imperial Defence 

(Minute 4 ) , together with a Report 

by the Chiefs of Staff Sub-Committee 

( C o I o D o Paper No. 1526-B)o /The

Conclusions reached by the Committee 

of Imperial Defence are set out as 

Annex III ^ 


(2)	 A Memorandum by the Secretary of 

State for War ( C P c 53 (39)) 

containing proposals to secure the 

removal of a restrictive undertaking 

affecting service in the Territorial 

Army, which had been promised that 

men would go overseas with their own 

unitso After explaining the 

present position, the Secretary of 

State proposed to inform the House of 

Commons that while every effort 

would be made to preserve the integrity 

of units, it would not be possible to 

ensure that every Territorial would 

remain, until he went overseas, with 

his original unit, and that transfers 

might be inevitable. Each man 

would be invited to agree to serve 

on the new understanding, and if 

there were any men who found 

themselves unable to accept the 

invitation to waive their rights, 

he would propose to give them the 

option of taking their discharge. 

The Secretary of State also 

proposed to announce the invitation 

in (c) of the Conclusions of the 

Committee of Imperial Defence 

(quoted in Annex IIl)e 


THE MINISTER FOR CO-ORDINATION OP DEFENCE 


said that these proposals had their origin in a 


recommendation made by the Committee of Imperial 




MOBILISATION. 5. The Cabinet had under consideration the 

Acceleration following documents on the subject of Acceleration 

of Mobilisation:

(previous 

References 

Cabinet 45 (38) 

Conclusion 5.) 


(l)	 A Memorandum by the Minister for Co
ordination of Defence ( C o P   52 (59)), 
0


covering an Extract from the draft 

Minutes of the 347th Meeting of the 

Committee of Imperial Defence 

(Minute 4 ) , together with a Report 

by the Chiefs of Staff Sub-Committee 

( C o I,Do Paper No, 1526-B) 0 /The 

Conclusions reached by the Committee 

of Imperial Defence are set out as 

Annex 111.^7 


(2)	 A Memorandum by the Secretary of 
State for War ( C o P c 53 (39)) 
containing proposals to secure the 
removal of a restrictive undertaking 
affecting service in the Territorial 
Army, which had been promised that 
men would go overseas with their own 
uniiSo After explaining the 
present position, the Secretary of 
State proposed to inform the House of 
Commons that while every effort 
would be made to preserve the integrity 
of units, it would not be possible to 
ensure that every Territorial would 
remain, until he went overseas, with 
his original unit, and that transfers 
might be inevitableo Each man 
would be invited to agree to serve 
on the new understanding, and if 
there were any men who found 
themselves unable to accept the 
invitation to waive their rights, 
he would propose to give them the 
option of taking their discharge * 
The Secretary of State also 
proposed to announce the invitation 
in (c) of the Conclusions of the 
Committee of Imperial Defence 
(quoted in Annex III). 

THE MINISTER FOR CO-ORDINATION OF DEFENCE 


said that these proposals had their origin in a 


recommendation made by the Committee of Imperial 




Defence at the end of December that consideration 


should be given to the possibility of shortening 


the period at present necessary for bringing the 


Navy, Army and Air Force on to a war footing. 


Paragraph 4 of the Report by the Chiefs of Staff 


(C.I.D. Paper N o 4 1526-B) did not perhaps deal 


altogether adequately with the question of calling 


up by Royal Proclamation, or by Order-in-Council, 


but this was not a matter with which he need trouble 


the Cabinet,, Broadly, the position was reported 


as satisfactory in the case of the Navy and the Air 


ForceB It was therefore only necessary to consider 


the position of the Army, and he suggested that the 


Secretary of State for War should explain his 


proposalso 


THE SECRETARY OF STATE FOR WAR explained 


that the coast defence and anti-aircraft units of 


the Territorial Army could already be called up by 


individual agreements in advance of general 


mobilisationo This procedure was covered by 


Section 13 of the Territorial and Reserve Forces 


Act, 1907, which empowered the Crown "to accept the 


offer of any part or men of the Territorial Force" 


to be called up whether or not the Territorial Forge 


itself was embodiedc The Secretary of State 


explained that, in the recent crisis, the rest of the 


Territorial Army, apart from the units covered by 


the procedure referred to, had asked to be embodied. 


The proposal in paragraph 7 of  C 0 P 0 " 5 3 (59)) was to 


extend the procedure of calling up by individual 


agreement to cover the whole Territorial Army. He 


was advised that this action was within the legal 


limits of the Act. At the same time he thought there 


was a risk that this procedure might result in his 
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being accused of going "behind the Statute, and he 


had grave doubts whether he should adopt this course, 


rathernthan have legislation 


Discussion ensued as to whether it was necess

ary to have legislation for this purpose. 


THE PRIME MINISTER was opposed to legislation 


unless it was absolutely necessary. 


THE LORD PRIVY SEAL said that civil emergency 


must be borne in mind in this connection. At the time 


of the General Strike there had been a proposal that 


the Territorial Force should be embodied in a new 


force - the Civil Constabulary Reserve 


It was then suggested that the Secretary of 


State for War might sound parliamentary opinion, 


either, by a passage in his speech on the Army 


Estimates or preferably by a Parliamentary Question 


and Answer. He might indicate, in guarded language, . 


that he had under consideration the question of 


extending the procedure for calling out which now 


applied to the Coast Defence and Anti-aircraft 


Units, to other units of the Territorial Army and 


that he was proposing to consult the Council of 


Territorial Associations on this matter. Provided 


this suggestion did not meet with opposition the 


matter could then probably be disposed of without 


legislation. It was, however, suggested that it 


should be made plain that the power to call out these 


units prior to the embodiment of Territorial Forces 


should be confined to an emergency related to some 


Foreign Power and should not apply to civil emergency. 


THE MINISTER FOR CO-ORDINATION OF DEFENCE drew 


attention to various paragraphs in the Chiefs of Staffs 


Report which emphasized the desirability of timely 


decision by the Government to authorise executive 


action in emergency. 




Turning to the proposal -made in the Chiefs 


Of Staff Report that steps should he taken to enable 


Section A of the Reserve to be called out for service 


at home, it was explained that this would necessitate 


legislation. It was agreed that the issues involved 


should be submitted to the appropriate legal 


authorities. 


After a short discussion, the Cabinet agreed 


to accept the Secretary of State for War's proposals 


in paragraphs 1 to 6 of his Memorandum ( C P . 53 (39)) 


and authorised him to make a statement on the lines 


proposed in paragraph 6 as to Territorial personnel 


serving with their own units. 


The Cabinet agreed:

(1) To take note of the conclusions	 of 

the Committee of Imperial Defence, 

appended as Annex III to these 

minutes, on acceleration of mobilisation; 


(2) To authorise the Secretary of State for 

War to make a statement, preferably in 

reply to a Parliamentary Question, 

indicating that he had under consideration 

the extension to other units of the 

Territorial Army of the procedure at 

present applied to Coast Defence and 

A.A. units of the Territorial Army, 

whereby personnel of those units undertake 

to come up for service in an emergency, 

when required by the Secretary of State 

for War: 


(3) That if it was apparent that no	 opposition 

was likely to be raised to this course, 

the Secretary of State for War should be 

authorised to apply this procedure to 

units of the Territorial Army generally on 

the lines indicated in paragraph 7 of 

C P . 53 (39): 


(4) To approve the Secretary of State for War' 

proposal as set out in paragraph 6 of 

C P . 53 (39) as to the removal of the 

restrictive undertaking affecting service 

in the Territorial Army: 


(5) That the Secretary of State for War 
should consult further with the 

appropriate legal authorities with regard 

to the proposal to introduce legislation 

to make Section A of the Reserve 

liable to be called up for service at 

home. 
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[local	 government 6. The Cabinet had before them a Memorandum by 
(SCOTLAND) Amendment bill. the Secretary of State for Scotland (CP.-54 (39)) 


$(previoue 
$Reference: 
fapbinet 52 
1(38), Con
iolusion 5 and 
$Appendix II.) 

calling attention to two points of difficulty arising , 


out of the present statutory provisions governing the 


disqualification of Burgh Councillors in Scotland, 


and relating to 
(i)	 The right of Councillors who occupy 


Council houses to vote on housing 

matters$ 


(ii)	 The placing of contracts by local 

authoritites with co-operative 

Societies in which members of the 

local authority have an interest. 


In regard to (i), difficulties had arisen in a 


number of Burghs owing to the high proporition Of 


Councillors occupying Council houseso 


As regards (ii), there were many areas in 


Scotland in which contracts with Co-operative Societies 


were in existence, and there was a danger that under 


present conditions a large number of Councillors would 


have to vacate their offices. 


In England both cases were regulated by Section 


?6 of the Local Government Act, 1933, which gave the 


Minister of Health power to remove any disability 


imposed by that Section. 


THE SECRETARY OP STATE FOR SCOTLAND Sought the 


authority of his colleagues to announce the Governments 


intention to legislate, and to prepare and submit 


to the Committee of Home Affairs a draft of the 


necessary Bill on the above lines, the effect of which 


would be to bring the Scottish law into line with 


the English law. 


The Cabinet agreed to this proposal. 




Reference: 

Cabinet 6 (39) 

Conclusion 11.) 


ci; ,f* c$ 
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7. THE PRIME MINISTER said that he thought 


that, as the Chancellor of the Exchequer was 


absent that morning through indisposition, the 


most convenient course would be to postpone 


discussion on the Memorandum by the Lord Privy 


Seal (H.A. 9 (39)), covering the draft Camps 


Bill, together with the Conclusions reached 


thereon by the Committee of Home Affairs 


(H.A.C. 5th Conclusions (39)), until the next 


weekly Meeting of the Cabinet. 


This course was agreed to. 




cJ  ' J U 

CLUBS. 


private Members' 

Bills in the 

House of Lords 

and House of 


(Previous 

References: 

Cabinet 16 

(38), Con
clusion 9, 

and Cabinet 52 

(38) , Con
clusion 5,) 


8. The Cabinet had before them a Memorandum by 


the Home Secretary (CP.-51 (39)) drawing attention 


to two Private Members' Bills, namely, the Clubs 


Bill in the House of Lords, and the Clubs Registra

tion Bill in the House of Commons. The former Bill 


was down for Second Reading on the 2nd March, and 


the latter on the 17th March. Attached to the 


Memorandum was a summary of the main provisions of 


the existing law relating to the sale of intoxica

ting liquor in Clubs, and of the recommendations 


of the Royal Commission of 1929-31. 


THE SECRETARY OF STATE FOR HOME AFFAIRS 


explained that the Bill in the House of Lords would 


come up for discussion that afternoon, whereas the 


House of Commons Bill would not come up for Debate 


for a fortnight. He proposed, therefore, on the 


present occasion to deal only with the House of 


Lords Bill. The view which the Government had 


consistently taken was that, while it was possible 


to introduce legislation to deal separately with 


bogus clubs, the other questions dealt with in the 


Report of the Royal Commission on Licencing should 


be reserved for a comprehensive measure dealing with 


the licencing problem as a whole, The present Bill 


was open to objection on the ground that it went 


further than was necessary to deal with the issue of 


bogus clubs. Further, on the clubs- issue, it would 

arouse the maximum degree, of oppositionc He propo&ad 


therefore, that the Bill should be opposed on the 


grounds indicated. 




THE CABINET agreed to this co .rse. 


THE HOME SECRETARY added that it now seemed 


likely that proposals could he put forward for 


dealing with the clubs question which would meet 


with a general measure of agreement. He proposed to 


deal with this matter at next week's Cabinet. 




TOCAL AUTHORITIES 

(ENABLING) BILL. 


(previous 

Reference; 

Cabinet 10 

(38), Con
elusion 14.) 


9, The attention of the Cabinet was drawn to 


the Local Authorities (Enabling) Bill, introduced 


in the House of Commons by a Private Member and down 


for Second Reading on Friday, 10th March, 1939. 


It was agreed that the Ministry 

of Health should, have authority 

to arrange for Government 

opposition to this Bill. 
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ICCSSS TO 10, The Cahinet had before them a Joint Memorandum 
bUNTAlNS 

by the Minister of Agriculture and Fisheries and the 

previous Secretsry of Strte for Home Affairs ( C P . 57 (39)) in 
eference: 
abinet 57 which it was pointed out that the Access to Mountains 
38), Oon

liusion iy; - Bill, introduced by a Private Member, had-received a 

T-i^Yj -Second Reading on the 2nd December (notwithstanding 


that the Cabinet had agreed that the Bill should be 


blocked) and was to be taken in Standing Committee on 


Tuesday, 7th March, As the result of negotiations 


between representatives of landowners and of other 


interested bodies, the Bill had been revised and its 


scope enlarged, and the -Ministers recommended that the 


Cabinet should give general approval to the new proposals, 


which they described in their Memorandum. They suggested., 


however, that the Government Spokesmen, at the commence

ment of the Committee State of the Bill, should explain 


that the Government had had insufficient opportunity 


to examine the amendments proposed in the Bill, and that 


as the new proposals were likely to involve considerable 


labour and increased staff, and consequent expense, the 


Government was bound to consider them seriously and might 


have to move amendments at a later stage. 


THE MINISTER OF AGRICULTURE AND FISHERIES said 


that this Bill, if it passed into law, would involve his 


Department in a great deal of work. At the same time, 


as it was clear that the Bill would only be accepted by 


the landowners if the Ministry of Agriculture and 


Fisheries were prepared to undertake the work involved, he 


thought that the right course was for the Ministry to 


accept these new responsibilities  These responsibilities 
a


would, however, involve considerable increases in staff, 


and he hoped that the Treasury would not raise objections 
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on this account. Further the Bill created, a number 


of new offenses, and he asked whether it would be 


possible for the Law Officers of the Crown to assume 


responsibility for the Bill in the House of Commons. 


THE PRIME MINISTER said that he thought the Chief 


Whip should be consulted on this latter point. He 


understood that the Treasury would not raise objection 


to the Bill on the ground that it would involve the 


Ministry in new duties, requiring increased staff, but 


the Treasury would of course have to be consulted as 


to the extent of these increasesD 


THE PRESIDENT OF THE BOARD OF TRADE pointed out 


that this Bill, notwithstanding its title, appeared 


to deal with foreshores. He therefore asked the 


Minister to keep in touch with his Department. 


This was agreed to, 


THE SECRETARY OF STAT.; FOR SCOTLAND thought that, 


provided agreement could be reached between the 


various interests concerned, namely, the Scottish 


Ramblers1 Association, the landowners and the local 


authorities, the Bill should apply to Scotland; other

wise the Bill should not apply to Scotland. 


The Cabinet agreed -
To approve the course proposed by 
the Minister of Agriculture and 
Fisheries and the Secretary of 
State for Home Affairs in their 
joint Memorandum (c.P. 57 (39)), 
summarised above0 
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AIR DEFENCE OF 

GREAT BRITAIN. 


Review of 

Arrangements
for. 

(previous
Reference: 
Cabinet 5 

(39) , Con
clusion 3(4)). 


11. The Cabinet took note of a Most Secret 

Memorandum by the Minister for Co-ordination of 

Defence ( C P . 50 (39)), furnished in connection with 

the Conclusion mentioned in the margin, on the 

subject of a Review of Arrangements for the Air 

Defence of G-ret. t Britain, to which he attached an 

Extract from the Minutes of the 346th Meeting of the 

Committee of Imperial Defence (Minute 3 ) , together 

with' a Memorandum by the Home Defence Committee 

(C.I.D. Paj:.er No. 308-A). 




FUTURE CAPITAL 12o The Cabinet took note of a Most Secret 

SHIP STRENGTHo 


Memorandum by the Minister for Co-ordination of 


(Previous Defence ( C P . 55 (59)) on the subject of Future 

Reference: 

Cabinet 50 Capital Ship Strength, covering an extract from the 

(38), Con
clusion 11). draft Minutes of the 348th Meeting of the Committee 


of Imperial Defence (Minute 2 ) , together with a 


Memorandum by the First Lord of the Admiralty 


(C.I.D. Paper No, D*P0 (p) 46)o 


Richmond Terrace, S*W.1., 


2nd March, 1939* 




ANNEX I. 


THE POSITION IN SPAIN, 


Note by the Foreign, Office. 


Following on His Majesty 5s Government's recognition 


of General Franco's Government as the Government of Spain 


on 27th February, Senor Jordana was asked t o receive Sir 


Robert Hodgson as Charge d'Affaires pending the appointment 


of an ambassador, whose name would be submitted in due 


course. 


On 28th February, the late Spanish Ambassador vacated 


the Spanish Embassy in London which was taken over by the 


Puke of Alba, whom General Franco has now asked His 


Majesty's Government to receive in the capacity of 


Spanish Charge d 8Affaires. The French Government accorded 


General Franco recognition on the same day as His Majesty's 


Government and the following other Governments have now 


also accorded General Franco 1s Government recognition: 


Venezuela,, Bolivia, Egypt, Greece and Australia0 The 


Lithuanian, Latvian and Estonian Governments have taken 


a similar decision but the actual recognition has not yet 


been announced and the four Nordic Ministers are following 


the situation closely with a view to taking a similar 


step as soon as the situation is a little clearer. 


His Majesty's Missions at Saint Jean de Luz and to 


the late Government of Spain are being withdrawn and Mr. 


0'Malley and Mr.. Stevenson with their staffs are being 


summoned back to London. Meanwhile the situation in that 


part of Spain controlled by the remains of the late 


Spanish Government continues to be very obscure. President 


Azana has resigned and left the Spanish Embassy in Paris 
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for another residence in France. Dr* Negrin's actual 


whereabouts are uncertain and it would appear that his 


authority is now being set aside by Colonel Casado, the 


present commander of the Spanish Government forces round 


Madrid, who is reported to be endeavouring to form with 


Signor Bestero, the nucleus of a new Republican Government 


for the purpose of concluding an early armistice with 


General Franco's Goveminent. This move, if it is made, 


will be in the nature of a coup d'etat in regard to which 


Dr. Negrin has apparently not been consulted. 


Foreign Office, 


2nd March, 1939, 
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ANNEX II. 


STAFF CONVERSATIONS WITH THE FRENCH. 


Note by the Foreign Office. 


On 24th February the French Government agreed to 


conversations on the basis suggested. They said that 


General Gamelin had been asked to establish contact with ( 


the competent British authorities in order to fix the 


plan of work. In addition, the French Naval Staff 


was equipped with a special delegation to engage in. 


conversations with the Admiralty. General Gamelin was 


ready to enter upon the initial examination of the 


problem as soon as the British authorities thought fit. 


He was holding himself at the disposal of the repre

sentatives of the British forces, either in Paris or 


London, 


H.M. Ambassador in Paris had already been 


instructed, to communicate to the French Government on 


receipt of the French reply, the detailed proposals of 


H.M. Government in regard to procedure and to enquire 


whether they agreed. These instructions, based on tlte

recommendations of the Committee of Imperial Defence laid 


down that the conversations should be conducted on a 


lower level than that of Chiefs of Staff. They thus 


ruled out the French offer that General Gamelin should 


conduct the conversations on the French side. 
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Sir E. Phipps, having "been told that these 


instructions were not to he modified, because of the 


reference in the French reply to General Gamelin, 


communicated our proposals regarding procedure on 


85th February. We are now waiting for the French reply 


to this further communication. 


One alteration, however, was made in these proposals 


as presented to the French. It had originally been 


proposed by the Committee of Imperial Defence that stage 


one of the conversations should be opened by giving 


to the French a paper showing in broad outline the 


strategical position as seen from London. This was, on 


Lord Chatfield's advice, omitted. Meanwhile the Foreign 


Office have suggested instead that such a paper should be 


sent over to.Paris for communication in advance of 


General Gamelin by the Military Attache. If this idea 


is approved it would bring the General into the picture 


at once without making him part of the French delegation. 


Foreign Office, 


1st March, 1939. 




A N N E X I I I . 

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

Extract	 from the D R A F T Minutes of the 34:7th Meeting, held on 
February 1 6 , 1 9 3 9 . 

-/V- "H" *R* "7v" IT 

(4) — A C C E L E R A T I O N O F M O B I L I S A T I O N . 

CONCLUSIONS. 

(a) T o	 t a k e n o t e t h a t sub j ec t to a s a t i s f a c t o r y r e s p o n s e to t h e new 
" i m m e d i a t e r e s e r v e " n o s t e p s a r e a t p r e s e n t r e q u i r e d t o acce l e r a t e 
t h e p rocess of m o b i l i s a t i o n of t h e R o y a l N a v y . 

(b)	 To t a k e n o t e , w i t h r e f e r e n c e to p a r a g r a p h s 1 0 , 1 2 a n d 2 0 of t h e R e p o r t , 
t h a t t h e S e c r e t a r y of S t a t e for W a r p r o p o s e d to c o n s i d e r t h e w h o l e 
q u e s t i o n of t h e p r o c e d u r e fo r c a l l i n g o u t A r m y R e s e r v e s a n d t o s u b m i t 
p r o p o s a l s to t h e C a b i n e t . 

(c)	 To r e c o m m e n d t h a t t h e p e r s o n n e l of a l l u n i t s of t h e T e r r i t o r i a l A r m y 
(o the r t h a n u n i t s of A . D . G . B . a n d C o a s t Defence) s h o u l d n o w be 
i n v i t e d to u n d e r t a k e a n o b l i g a t i o n t o come u p for se rv ice i n e m e r g e n c y 
w h e n r e q u i r e d by t h e S e c r e t a r y of S t a t e for W a r . T h e effect of t h i s 
w o u l d be t h a t t h e who le of t h e T e r r i t o r i a l A r m y w o u l d be on t h e 
s a m e f o o t i n g i n t h i s m a t t e r . 

(d)	 To a p p r o v e , sub jec t t o d e t a i l e d e x a m i n a t i o n by t h e T r e a s u r y I n t e r -
Se rv i ce C o m m i t t e e , those m e a s u r e s fo r t h e a c c e l e r a t i o n of t h e p rocess 
of e m b o d i m e n t of t h e T e r r i t o r i a l A r m y , a n d for i m p r o v i n g t h e s t a t u s 
of t he N a t i o n a l D e f e n c e C o m p a n i e s , w h i c h a r e s u m m a r i s e d i n p a r a 
g r a p h 2 6 (2) ( c ) . a n d (d) of t h e R e p o r t , n a m e l y : — 

" ( 2 ) .y.	  J£. 
M. M.
*
 *A" TP , "TV" . TV" "TV" 


(c)	 S t e p s t o speed u p t h e p rocess of e m b o d i m e n t of t h e T e r r i t o r i a l 
A r m y . 
(i) by h a v i n g t r a i n e d " k e y p a r t i e s " ; 

( i i) by M e d i c a l E x a m i n a t i o n i n p e a c e ; 
( i i i ) by r a i s i n g	 c e r t a i n t e r r i t o r i a l a r m y e s t a b l i s h m e n t s to w a r 

e s t a b l i s h m e n t ; 
(iv) by i m p r o v i n g t h e sys tem of d o c u m e n t a t i o n ( p a r a g r a p h 1 6 ) . 

(d)	 C e r t a i n m e a s u r e s fo r p a i d d r i l l s , e q u i p m e n t , & c , fo r t h e N a t i o n a l 
D e f e n c e C o m p a n i e s ( p a r a g r a p h 1 9 ) . " 

"7V- 'A" W TP ... . *Jf 


(e) T o t a k e no t e t h a t t h e p r e s e n t p r o c e d u r e fo r t h e m o b i l i s a t i o n of t h e R o y a l 
A i r F o r c e is s a t i s f a c t o r y a n d t h a t no m e a s u r e s of a c c e l e r a t i o n a r e a t 
p r e s e n t r e q u i r e d . 

(/)	 T o t a k e n o t e t h a t t h e p r e s e n t p r o c e d u r e f o r c a l l i n g o u t c iv i l defence 
p e r s o n n e l i s s a t i s f a c t o r y a n d t h a t n o m e a s u r e s of a c c e l e r a t i o n a r e a t 
p r e s e n t r e q u i r e d . 

(g)	 T o i n v i t e t h e a t t e n t i o n of t h e C a b i n e t t o t h e v i e w s of t h e C h i e f s of Staff 
a s e x p r e s s e d i n p a r a g r a p h s 2 , 3 a n d 2 6 ( 3 ) of t h e i r R e p o r t , on t h e 
i m p o r t a n c e of a t i m e l y dec i s ion by t h e G o v e r n m e n t to a u t h o r i s e 
execu t i ve a c t i o n i n a n e m e r g e n c y . 

(h)	 T h a t t h e R e p o r t of t h e C h i e f s of Staff ( C . I . D . P a p e r No . 1 5 2 6 - B ) , 
t o g e t h e r w i t h t h e above M i n u t e s of t h e d i scuss ion , s h o u l d be s u b m i t t e d 
t o t h e C a b i n e t . 

* * * * * * 
Richmond Terrace, S.W.1, 

February 1 6 , 1 9 3 9 . 

[ 1 8 6 8 5 - 1 ] 
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Meeting of the Cabinet to he held at No.10 

Downing Street, S.W.1., on WEDNESDAY, 8th 


MARCH, 1939, at 11.0 a.ra. 


AGENDA. 


1. FOREIGN AFFAIRS. 


2
 -	 PALESTINE - (If required) 


(Reference Cabinet 9 (59) Conclusion 3 ) . 


3. FORM OF EIRE PASSPORTS. 


Memorandum by the Secretary of State for Dominion 

Affairs. 


C P . 59 (39) - circulated herewith... 


4 * AIR RAID PRECAUTIONS BILL: FINANCIAL PROVISIONS. 


(Reference Cabinet 58 (38) Conclusion 8 ) . 


Memorandum by the Lord Privy Seal. 

C P .	 61 (39) - circulated herewith. 


5. CAMPS BILL. 


(Reference Cabinet 9 (39) Conclusion 7 ) . 


Memorandum by the Lord Privy Seal, covering draft 

Bill. 


H.A. 9 (39) - already circulated. 


5th Conclusions (39) of Committee of Home Affairs 

already circulated, 


6. REGISTRATION OF CLUBS. 


(Reference Cabinet 9 (39) Conclusion 8) 


Memorandum by the Home Secretary. 

C P . 51 (39) - already circulated. 




7.	 COTTON INDUSTRY (RE-ORGANISATION) BILL. 


(Reference Cabinet 60 (38) Conclusion 14) 


Memorandum by the President of the Board of Trade. 

C P . 60 (39) - circulated herewith. 


TTWATTPTAT POSITION OP UNEMPLOYMENT INSURANCE FUND AT 


INSURANCE STATUTORY COMMITTEE, 


(Refe-rence Cabinet 8 (39) Conclusion 9) 


M p m n T - a n d u m bv the Minister of Labour. 
M e m o r a n d u m ^  n g ^ ^ circulated herewith. 


9. PRIVATE MEMBERS BILL. 


For Friday, March 17thi 1939. 


Riding Establishments (Registration and 

Inspection) Bill. Second Reading. 

(Lt. Cmdr. Tufnell (C)) 


(Signed) E.E. BRIDGES 


Secretary to the Cabinet. 


Richmond Terrace, S.W.1. 


3rd March, 1939. 
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at 10, Downing Street, S.W.1., on WEDNESDAY, 


8th March, 1939, at 11.0 a.m. 


PRESENT 


The Right Hon. Ne 

Prime Minister. 


The Right Hon. 

Sir John Simon, G. C S. I. ,G. C. V.O. ,

O.B.E. , K.C. M.P. , Chancellor 
s


of the Exchequer. 


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. 


The Right Hon. 

Sir John Anderson, G. C.B. , 

C C S . I . ,G.C.I.E. ,M.P. , 

Lord Privy Seal. 


The Most Hon. 

The Marquess of Zetland, G.C.S.I., 

S.C.I.E., 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. , C V.O. , Minister 

for Co-ordination of Defence. 


The Right Hon. 

The Earl Stanhope ,K. G. ,D. S. 0. , 

M.C., First Lord of the Admiralty. 


The Right Hon. 

Sir Kingsley Wood, M.P., 

Secretary of State for Air. 


The Right Hon. 

Oliver Stanley, M. C ,M.P. , 

President ofthe Board of Trade. 


The Right Hon. 

Walter Elliot, M.C,M.P. ,

Minister of Health. 


The Right Hon. 

E.L. Burgin, M.P. , Minister 

of Transport. 


ille Chamberlain, M.P., 

(in the Chair). 


The Right Hon. 

Lord Maugham, 

Lord Chancellor. 


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. 


The Right Hon. 

W.S. Morrison, M. C. ,K. C. ,M..P. ,

Chancellor of the Duchy of 

Lancaster. 


The Right Hon. 

L. Hore-Belisha, M.P., 

Secretary of State for War. 


The Right Hon. 

John Colville, M.P. , Secretary 

of State for Scotland. 


The Right Hon. 

The Earl De La Warr, President 

of the Board of Education. 


The Right Hon. 

Ernest Brown, M.C.,M.P., 

Minister of Labour. 


The Right- Hon. 

Sir Reginald. Dorman-Smith,,. 

M.P., Minister of Agriculture 

and Fisheries. 


Edward E. Bridges, K..C.B., M.C. o o o .  3 c o  * o o a . . . Secretary 
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CONCLUSIONS of a Meeting of the Cabinet held 
WEDNESDAY, 8th MARCH, 1939, at 11.0 a.m. 

Conclusion 
No. 

1. GERMANY. 

Subject. Page. 

1. 

2, 

3. 

4. 

THE POPE: 

British Representation at his Coronation. 

SPAIN: 
Refugees in Southern France. 
Evacuation of Refugees from Government 

Spain. 
CHINA: 

Financial Assistance to. 

2. 

3. 

' 4. 

6 . 

5. PALESTINE: 
The London Conferences. 8, 

6 . 

7. 

EIRE: 
Form of Passports, 

AIR RAID PRECAUTIONS BILL;: 
Financial Provisions. 

18, 

23. 
8. THE CAMPS BILL. 29. 

9. 

10. 

11. 

THE COTTON INDUSTRY ( RE-ORGANISATION) BILL, 

UNEMPLOYMENT INSURANCE FUND: 
Financial Position of: Annual Report 

of Statutory Committee. 
RIDING ESTABLISHMENTS (REGISTRATION.AND 
INSPECTION) BILL." ' 

32. 

35. 

37. 
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said that he would be circulating to his colleagues 

previous 

Reference: a full report of Mr. Ashton-Gwatkin's visit to Berlin, 

Cabinet 9 (39) 


Conclusion 2) hut that they might like to have some general 


impressions. Mr. Ashton-Gwatkin had been in Berlin 


a week, and had seen Herr von Rihhentrop, Dr. Funk 


and Field - Marshal Goeringo The atmosphere had been 


very friendly, and he had gained the impression that 


no immediate adventures of a large type were 


contemplated. This, however, did not rule out the 


possibility of further pressure being brought to bear 


on Czechoslovakia, Field-Marshal Goering had stated 


. that he was not aware of any plans for a venture in 


the Ukraine. Dr. Funk had said that he wanted to 


restore the Mark to equality with the Pound and with 


the Dollar; which would, seem to assume the removal 


of Exchange control. 


THE PRIME MINISTER interposed that he 


understood that this represented Herr Hitier !s 


instructions to Dr. Funk. 


THE FOREIGN SECRETARY said that the general 


impression gained was that the visit had been useful. 


One observer had reported that the Germans had been 


excited about the visit beforehand, and pleased 


afterwards. 




British

Representation 


at his Coronation.


 AFFAIRS sa:..:d that some discussion had taken 


 place as to how this country should he 


represented at the Pope's Coronation, The two 


alternative courses were, first, that our Minister 


at the Vatican, Mr. Osborne, should he given 


special rank for the purpose; second, that the 


Duke of Norfolk, should he appointed as the King r s 


special representative. It had been suggested 


&y win1 Minla Lejir-rrlr̂ tire "VSt iriregaa-that the Pope might 


prefer the former course, and might be embarrassed 


if we were to take any very special steps in this 


matter, more especially since the French were 


sending a large delegation. On the other hand, 


it had now been learned that President Roosevelt 


had instructed Mr. Kennedy to represent him at 


the Coronation. The United States had never 


before been represented at the Coronation of a 


Pope, He (the Secretary of State) had reached 


the conclusion that the right course would be to 


arrange that the Duke of Norfolk should go as the 


King's special representative, and steps had now 


been taken accordingly. He hoped that the 


Cabinet would not feel that action should not have 


been taken without prior reference to them, but 


other nations were making their arrangements and 


it had been necessary to reach an early decision. 


He had since learned from Monsignor Godfrey, 


the the Apostolic Delegate' in this country, that 


the decision that the Duke of Norfolk should go as 


the King's special representative had given much 


pleasure to the Vatican. 


The Cabinet approved the steps taken 

in this matter. 




Refugees in 

Southern Prance 


(Previous 

Reference: 

Cabinet 2 

(39), Con
clusion 2.) 


that considerable public feeling was arising as to the 


condition of the refugees from Spain now in Southern 


France. These refugees were located in a number 


of camps, in which the conditions v/ere nothing 


short of scandalous. 


Certain tentative enquiries had been made of 


the French Government as to what action v/e might 


take to help them. It had emerged that the French 


would have liked us to send a Hospital Ship, such 


as the "MAINE", but the Admiralty had not found it 


possible to adopt this course. 


The only other alternative would be for the 


British Government to offer to take some action 


through such a body as the British Red Cross. The 


British Red Cross Society had sent out Sir John Kennedy, 


who had made a report on the matter. It appeared 


that if the Government were willing to make, say, 


£20,000 available, the British Red Cross were in a 


position to supply shirts, blankets, medicines, and 


so forth. 


THE CHANCELLOR OF THE EXCHEQUER said that he 


thought it impossible for us to make a grant to the 


French Government in this matter. If, however, there 


were some independent organisation which was in a 


position to give practical assistance, he was disposed 


to agree that it would be right to make a. sum of, say 


£20,000 available for this purpose. It.would, however, 


be necessary to ascertain clearly what scheme the 


British Red Cross Society had in mind, and for the 


Government to satisfy themselves that the scheme was a 


practicable one. 




Evacuation of 

Refugees from 

Sovernraent 

Spain. 


$ 0 9 

e*l U 4* 

THE PRIME MINISTER asked how long it was thought 


that the refugees would remain in Prance? 


THE FOREIGN SECRETARY replied that he did not 


know; he had been unable to obtain any information from 


the French as to these refugees. 


Continuing, THE PRIME MINISTER said that he 


thought it would be very necessary, before we entered 


into commitments, to satisfy ourselves as to the 


practicability of any scheme put forward. It was 


impossible for two separate authorities both to be 


responsible for looking after the same body of refugees. 


He was not certain how it was proposed to select the 


refugees for which the British Red Cross organisation 


should be responsible. He was not altogether satisfied 


that the proposal to send a ship should be ruled out 


entirely, even if a Hospital Ship was not available. 


In the course of discussion a message was 


received by the Secretary of State for Foreign 


Affairs to the effect that, according to later 


information, the sum required for the assistance of 


refugees in France would amount to £45,000, 


THE CABINET agreed -


To approve generally the proposal that a sum 

of money, to be agreed between the 

Chancellor of the Exchequer and the Secretary 

of State for Foreign Affairs, should be 

made available as a grant for the assistance 

of Spanish refugees in France, provided 

that a practicable scheme could be worked out 

for administrering the proposed grant. 


THE SECRETARY OF STATE FOR FOREIGN AFFAIRS said 


that pressure was developing in favour of this country 

helping to rescue some 5,000 or- 10,000 persons in 

Government Spain, who it was thought would be in 

danger if and when General Franco became master of 

the whole country. He had received a 3otter on this 

matter from Sir Arthur Salter, M.P. 



ft t*i e*j 

THE FOREIGN SECRETARY said that he was quite 


clear that he could not take the action proposed,

hut the reasons which should he advanced in justification 


for taking no action were, perhaps, not so easy 


to determine. It seemed to him, however, that we 


should have to make certain, before evacuating 


refugees, that they were not criminals whom no one 


ought to wish to save from their proper fate. He 


thought it was impossible for us to make ourselves 


responsible for the mass evacuation of whoever wished 


to leave Spain for whatever reason. 


THE PRIME MINISTER said that he thought .the 


action suggested would amount to intervention. 


THE SECRETARY OP STATE FOR HOME AFFAIRS said 


that we were already experiencing trouble with 


undesirables getting into this country, but he 


assumed that we should, if need be, have to allow 


Dr. Negrin and a few other leaders to enter the 


country. 


THE PRIME MINISTER said that admitting a numbea? 


of political leaders was a different thing from 


sending ships to fetch away whoever wished to leave 


Spain. 


The Cabinet approved generally the 

course proposed to be taken by the 

Secretary of State for Foreign Affairs, 
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4. THE CHANCELLOR OP THE EXCHEQUER said that an 


tcial announcement on this matter would he made in the House 

[stance t o . 

that day. It was very regrettable that a badly-phrased 

gvious 
 and premature announcement should have been made in the 
erence: 

inet 8 (39) 

jlusion 4 ) . Daily Telegrapho 


The Chancellor of the Exchequer'then read out the 


statement which was to be made that afternoon in answer to a 


Parliamentary Question and which explained the scheme 


proposed. He pointed out that the tJme factor was very important 


in this matter in order to avoid speculators talcing 


advantage of the interval between the announcement of the 


scheme and the date when effect would be given to it. 


The Bill would be presented to the Home Affairs Committee 


on Monday and he asked that, If the Home Affairs 


Committee approved the Bill, he should have authority 


to present it on Tuesday and to circulate it on Wednesday. 


He thought that the Bill was likely to be well 


received in the House of Commons* The fund would be 


managed by a Committee in Hong Kong composed of two 


members representing the Chinese Government Banks, one 


representing the Hong Kong and Shanghai Bank, one the 


Chartered Bank and one nominated by the Chinese 


Government in agreement with the Treasury and with the 


approval of the Hong Kong and Chartered Bankso Por the 


last-named post, it was proposed to nominate Mr* Rogers, 


who had served in the Bank of England, It was, of course, 


a matter for speculation whether this Committee would 


manage the Chinese Currency Stabilisation Pund as 


successfully as our own Equalisation Pund had been managed. 




In reply to a question, the Chancellor of the 


Exchequer explained that, if there was a profit on the 


winding-up of the Fund, the British Banks share of the 


profits would inure to the United Kingdom Government 


Exchequer. On the other hand, if a loss was incurred, 


we should be responsible for reimbursing to the British 


Banks any loss incurred by them. 


The Cabinet agreed: 


To authorise the chancellor of the 

Exchequer to arrange for the 

presentation and circulation of the 

Bill, early in the ensuing week, 

without further reference to the 

Cabinet, subject to the approval of the 

Bill hy the Home Affairs Committee. 




3B  London 
Inferences. 

ftvious 
Terence: 
llixet 9 (39) 
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5 . THE SECRETARY OP STATE FOR THE COLONIES said 

that it was clear that the Palestine Conferences were 

now coming to the end of their tether. 

Discussions with the Jews. 


There was a considerable division of opinion 


amongst the Jews, but this would not become known 


publicly. For example,- oti the constitutional 


question, Dr, Weizmann was in favour of the establish

ment of an independent Palestine State, provided that 


the State was a Federal State. Some of the leading 


Jews supported him. He was, however, strongly opposed 


in this matter by Mr. Ben-Gurion and Mr, Shertok, and 


other extreme Zionists. The latter party had carried 


the day at the beginning of last week, when there had been 


a leakage of information as to our proposals, and the 


Jewish representatives had declined to continue 


conversations on the basis of those proposals. 


Discussions had, however, been continued on an informal 


basis and he thought they would continue for at least 


two or three days longer. 


Tho Colonial, Secretary thought that if the 


constitutional question was the only question at issue 


he would have seen no reason why we should fail to 


reach agreement with the Jews. The main issue, however, 


was immigration. On this point also, the Jews were 


divided amongst themselves. At a meeting held the 


previous night between the representatives of the 


neighbouring Arab States, Dr. Weizmann and certain 


other Jewish representatives, and British representatives, 


Ali Maher Pasha had made an excellent statement. 
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He had said that the Jews had now advanced a considerable way 


In Palestine and that before they advanced any further, 

peril/"/fa 

they should consolidate the w a g g they had already 


occupied. If they were to make any further advance, 


it would be necessary for them to do so in agreement with 


the Arabs. Dr, Weizmann had expressed general agreement 


with this, although his agreement, of course, related 


only to general principles and not to specific figures of 


immigration. Mr. Ben-Gurion, however, had adopted an 


entirely different view, and had taken the line that 


Jewish immigration should continue at an ever-increasing 


rate. 


It was also clear that there was still a marked 


divergence between what Dr. V/eizmann on the one hand 


and the Arab States on the other, would accept as a 


settlement of the immigration problem. Dr.. Weizmann 


would accept a figure of 20,000 a year for five years 


provided the position thereafter was left open, but he 


would not agree to what would be tantamount to giving the 


Arabs power to veto any Jewish immigration whatever after 


five years. 


In regard to land sales also, the Colonial 


Secretary said that the Jewish representatives had been 


very difficult and that he was not hopeful of reaching 


any agreement with them/ He was hoping to arrange for 


a further discussion that evening between representatives 


of the Arabs and the Jews and the British Government. 


He was afraid that the difficulties in the way of a 


settlement would probably prove insoluble. 




** o o 


The Colonial Secretary then gave an account of 


the discussions with the Arabs. These discussions had 


mainly centred on the constitutional questions, e,g. 


, . such issues as the transitional period, safeguards for 


* *a£swseaF&ie"&, etc. Some progress had been made. On all 


these matters the Palestine Arabs had proved very 


difficult, while the representatives of the neighbouring 


Arab States had been more reasonable. 


Discussion with the Arabs had also touched on 


immigration. For the first time the representatives of 


the Palestine Arabs had given an indication that they 


might be willing to agree to the continuance of some 


Jewish immigration. The representatives of the neighbour

ing Arab States had strongly supported the Palestine Arabs 


in public, but in private they had indicated that they 


were prepared to contemplate the immigration of 50,000 


Jews over a period of five years, provided that the Arabs 


were in a position to veto the continuance of Jewish 


' immigration after that date. 


The Secretary of State for the Colonies said that 


he thought this figure was insufficient. The Jews would 


have to make considerable concessions on other points, 


and he thought that the total figure of immigration 


over the next five years should be 100,000; certainly 


not less than 80,000. This latter figure would represent 


the normal immigration quota of 12,000 a year, with 


an additional 10,000 in each of the first two years to cover 




child immigrants or old men and women from Germany, 


He thought that it was just possible that the 


representatives of the neighbouring Arab States would 


agree to this figure. It was quite clear, however, that 


no agreement could be reached with the representatives of 


the neighbouring Arab States, and still less with the 


Palestine Arabs unless there v/as an Arab veto on further 


immigration at the end of five years6 It was obvious, 


therefore, that the veto on immigration was the crux of 


the whole problem since it was impossible to reach 


agreement with the Jews on this basis. It v/as also 


clear that there would be considerable opposition in the 


United States, but he thought that a settlement on 


these lines could be got through in the end. 


The Secretary of State for the Colonies reminded 


his colleagues that the Cabinet decision on this matter 


had been to authorise him to reach a settlement on the 


immigration question on the basis of a total immigration 


over the next ten years which would bring the Jews up 


to 35/6 or 40% of the total population of the country. 


These percentages represented a total immigration of 


150,000 and 300,000 respectively spread over ten years. 


It was absolutely impossible to reach a settlement with 


the Arabs on this basis, and he was satisfied that the 


best we could get would be an immigration figure 


of 75,000 to 100,000 spread over five years, with an 




Arab power to veto Jewish immigration after that date. 


The Cabinet Committee on Palestine had been prepared to 


authorise him to deal with the matter on this basis, 


and he asked for authority to put forward to both sides 


a Specific proposal on these lines during the course of 


the next few days. 


The Colonial Secretary said that although it 


might become evident almost immediately that the 


Conferences had reached a deadlock, he thought that it 


would be necessary to continue the Conferences for a few 


more days in order to Wind up discussion on certain points. 


It was also desirable not to let the Jews feel that they 


were being hustled. There was a further reason for 


keeping the Conferences going for some days longer, and 


that was that as soon as we told either Jews or Arabs our 


definite decision as to the Arab veto on immigration at the 


end of five years, this decision would become public 


property. It was important that this should not happen 


until we were ready with a statement of our policy over 


the whole field. He thought, however ? that it might be 


desirable to have discussions with the representatives 


of the neighbouring Arab States on the basis that we were 


prepared to agree to the veto and wished to discuss the 


matter with them. He hoped that we should be in a 


position to obtain at least their neutrality, if not 


their agreement/ to our proposals 
e 


THE SECRETARY OP STATE FOR FOREIGN AFFAIRS said 


that while it was conceivable that we might reach agreement 


with regard to the number of Jewish immigrants over the 
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next five years, he did not think that agreement could 


he reached as to the method of determining the number of 


immigrants to be allowed thereafter. He agreed that 


there was no chance of obtaining support from the 


neighbouring Arab States unless we agreed to give the 


Arabs the power to veto further Jewish immigration after 


five yearso He was satisfied that a good case could be 


made for this course. Progress could only be made on the 


constitutional side if the Jews and the Arabs were 


prepared to work together. Hitherto the Jews had not 


made any attempt to work with the Arabs, He thought that 


the present scheme gave each side a strong inducement 


to work with the other, the Arabs because they wished 


for progress in the constitutional field, the Jews because 


they wished to have the Arabs' consent to continue Jewish 


immigration after five years,. 


THE MINISTER OP TRANSPORT naid that he attahced 


some importance to the position as to immigration after 


five years being stated positively and not negatively, 


I,e, that it should be said that the number of Jewish 


immigrants after five years would be determined by 


agreement with the Arabs rather than that no Jews should 


be allowed to enter the country after five years unless: 


the Arabs agreed, 


THE PRIME MINISTER said that he had come, though 


with some reluctance, to.the view that the course put 


forward by the Secretary of State for the Colonies was 


Inevitable, He would have liked, if possible, to have 
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done rather more for the Jews who might he..oonsidered- to 


have heen rather roughly treated if the various 


expectations held out to them -in.previous years were 


taken into account. He was satisfied however, that it 


was impossible to obtain a better bargain for them. He 


thought that the prospects of an agreed solution would be 


considerably improved if the Jews could be made to 


realise that continued immigration after five years 


depended on Arab friendship. He was also not unhopeful 


that after the end of the period of five years Jewish 


immigration might prove possible not only into Palestine, 


but also into TransJordan. If so, the prospect was 


not quite so bleak as it might appear^ In any event 


Palestine could only accommodate a fraction of the Jews 


who now wished to leave the countries in which they were 


at present living. Prom the point of view of the Jewish 


refugee problem as a whole, the difference between 


80,000 and 100,000 Jewish immigrants into Palestine over 


the next five years was not very material. He hoped that 


the Colonial Secretary would get as near to 100,000 as 


possible. 


THE MINISTER OF HEALTH said that he had felt some 


difficulty in accepting the views of the Cabinet Committee 


on the question of Jewish immigration. The original 


proposal had been for the admission of 300,000 or 150,000 


Jews over ten years, but we were now considering a proposal 


for 100,000 to 50,000 over five years. Hewas afraid that 


this country might encounter serious trouble if Jewish 


immigration was so drastically reduced. He asked whether 


it would not be possible to qualify the restrictions on 

with regard to 


immigration / Palestine, as a whole, at the end of the 
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five year period by some reference to a system of cantonisation. 


He thought that the only hope for a solution of Palestine's 


difficulties lay in a cantonal solution, each side having a 


very clear majority in its own cantons. On this basis he 


thought that immigration of Jews might be allowed to continue 


on a limited scale into the Jewish Cantons, subject to special 


provisions, after the end of the period of five years- If, 


however, all immigration was to be shut down absolutely, he was 

of despair 


afraid that the Jews might adopt.a policy/which would lead their 


extremists into violent action such as had occurred in Palestine 


a week ago. He hoped that by some means it would not be found 


necessary to agree to an absolute veto on migration at the end 


of the five year periods 


THE SECRETARY OP STATE FOR THE COLONIES said that it, 


might perhaps be possible to obtain a solution on these lines if 


there was any prospect of reaching an immediate settlement in 


favour of some cantonal system. He was clear, however, that such 


a system could only come about by gradual development over the 


period of five years. 


Turning to the effects of his proposals he appreciated 


that one result might be an economic crisis in Palestine 


consequential on loss of confidence by Jewish capitalists in the 


ultimate future of the country. Prom the Jewish point of view 


it was clear that our proposals would provoke opposition through

out world Jewry and that protests v/ould pour in from all over the 


globe. There would also be trouble in the United States. He 


believed that the Jewish Americans could not work up a pro-


Jewish agitation, but that they might be able to work up an anti-


British agitation. The plain fact was that the Jews had made no 


attempt to co-operate with the Arabs in the last twenty yearsj but 


they would now have to do so 
e 
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The Colonial Secretary added that he was clear 


that, if the proposals put forward were^not-adopted, 


we should experience serious difficulties with Ibn Saud 


and the neighbouring Arab States, On balance, he felt 


no doubt that the course proposed was both expedient, and was! 


also the right policy in the long run. He agreed that j 


our statement of policy might include some indication 


that we were thinking of a policy of contonisation. 


THE LOPJ) CHANCELLOR said that, having made a careful 


study of the pledges and undertakings given at various 


dates, in particular the statement made by Commander 


Hogarth to the Sherif of Mecca as to the meaning of the 


Balfour declaration, he felt satisfied that the honour 


of this country demanded some such limitation of Jewish 


immigration as the Colonial Secretary now proposed, 


THE PRIME MIMISTER said that if it was necessary 


to face an outbreak of anti-British feeling in the 


United States, as a result of our Palestine policy, it 


was better that this should happen at a time like the 


present, rather than at a time of acute international 


crisis, 


THE CHANCELLOR OP THE EXCHEQUER said that, having 


regard to the harsh treatment which the Jews were 


experiencing elsewhere, he regretted that it was not 


possible for us to do more to help them. Nevertheless 


he had reluctantly reached the conclusion that the 


line proposed by the Colonial Secretary was the right line, 


THE SECRETARY OP STATE POR INDIA said that all 


the news which reached him confirmed the view that, unless 


we could go a long way to meet the Arab claims, we should 




have serious trouble with the Indian M 0slems. We had 


already enough trouble on our hands with the Hindus. 


In his view the Colonial Secretary's proposal was the 


only tenable one 
e 


In reply to the Prime Minister, THE SECRETARY OF 


STATE FOR THE COLONIES said that he thought it would be 


necessary to publish our statement of policy in the near 


future, probably early in the ensuing week. He 


contemplated that the statement might take the form of a 


White Paper, in which he hope it would be possible to 


include letters from the representatives of the 


neighbouring Arab States, expressing their general sympathy 


with our decisions of policy,, 


On the proposal of the Prime Minister, the 


Cabinet agreed 

to authorise the issue of a statement of 

policy on the general lines indicated by 

the Colonial Secretary, on the understanding 

that the form of the document should be 

settled by the Palestine Committee. 




EIRE.


Form of 


Passports. ( C P . 59 (39)) regarding a letter he had received 


 6, The Cabinet had before them a Memorandum 


by the Secretary of State for Dominion Affairs 


from the High Commissioner for Eire announcing his 


Government's intention to alter the form of Eire 


passports by:- (l) the substitution of a formula 


omitting the King's name from the "request" page; 


(2) the omission of the reference to "British 


Commonwealth of Nations"; and (3) the substitution 


of "Ireland" for "Irish Free State". The Secretary 


of State proposed, if his colleagues agreed, to 


reply briefly to the High Commissioner to the effect 


that His Majesty's Government in the United Kingdom 


greatly regretted the proposed elimination of the 


King's name from Eire passports, and that, in their 


view, this omission, when it became known, would be 


b ound to create a bad impression in the United 


Kingdom, and to widen the separation which Mr.de 


Valera deplored between Eire and Northern Ireland. 


THE SECRETARY OP STATE POR DOMINION AFFAIRS 


said that his first inclination had been not to take 


this matter too tragically, but on reflection he had 


thought that the Cabinet should be informed of the 


position and should be given an opportunity of 


considering the form of reply which should be sent. 


After outlining the main points in his 


paper, the Secretary of State for Dominion Affairs 


referred to two further points. First, with reference 


to paragraph 3, he read an extract from Mr. MacDonald's 


account of his interview with Mr. de Valera in 


September 1937, which made it plain that Mr.de Valera 
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had undertaken not to make any change in this 


matter without consultation with us. Nevertheless, 


as was explained in paragraph 6 in his paper, what 


was now put to us as a proposal did in fact 


represent a definite decision. 


Secondly, the Secretary of State for 


Dominion Affairs explained that the other matter 


which he had discussed with Mr. Dulanty on the 


16th February had been bomb outrages. Mr. Dulanty 


had explained that while Mr. de Valera was willing 


to allow the Eire Police to make enquiries in Eire 


with a view to preventing bomb outrages in this 


country, he was not willing to allow the Eire 


Police to obtain evidence in Eire in order to 


assist in the conviction of persons who had been 


arrested in this country for carrying out outrages. 


He had stated that if he allowed this, the Left 


Wing in Eire would take violent action. 


The Secretary of State for Dominion 


Affairs reminded his colleagues that the statement 


of the 30th December 1937 had been issued after 


much searching of heart. The present proposal 


carried a stage further the process of eliminating 


the visible signs of connection between Eire and 


the King. Nothing was now left except the use of 


the King's name in foreign appointments. He 


thought that we had no choice between either making 


a protest and leaving the matter there or attempting 


to carry the matter further, in which case we might 


find ourselves in an even more difficult position. 


In the course of discussion the following 


points were made. 
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First, it was generally agreed that attention 


would certainly he drawn in the House of Commons 


and elsewhere to the altered form of the Eire 


passports, and that it would he very desirable 


to have it on record that we had made a protest 


in regard to the change. It was thought that 


the House of Commons v/ould adopt a very critical 


line if no protest of any kind had been made. 


Secondly, it was considered whether it was 


desirable to include in the terms of any reply 


a statement to the effect that the omission of 


the King's name from Eire passports would be bound 


to widen the separation between Eire and Northern 


Ireland. 


It was explained by the HOME SECRETARY 


that the Northern Ireland Government (who were 


adopting a very difficult attitude at the present 


time) took the view that the gulf between Eire 


and Northern Ireland was so wide as to be 


immeasurable. 


The view generally expressed was.that it 


might be desirable to omit or at least to modify 


the reference to Northern Ireland. 


Thirdly, considerable emphasis was laid on 


the large numbers of Irish labourers who came over 


to this country. It was pointed out that the only 


reason why they were able to come over without 


passports was that they were subjects of the King, 


and it v/as this very point which Mr. de Valera was 


anxious to disavow. 


THE MINISTER OF LABOUR said that although 


it was impossible to produce evidence on the matter, 


since the insurance documents did not distinguish 


persons who came from Ireland, he thought an 
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unduly high proportion of persons who had been 


unemployed for long periods were Irish. 


On the other hand, some importance was attached 


by the MINISTER OF AGRICULTURE AND FISHERIES to the 


Irish labourers who came over for short periods for 


agricultural work. 


THE PRIME MINISTER thought, that while there 


might well be a good case on merits for the 


restriction of Irish immigrants to this country, we 


should not threaten to use this weapon in retaliation 


in the event of the Eire passports being altered 


as was now proposed. He.thought, however, that it 


would be quite right that a reply should be sent 


saying that there was already considerable 


discontent here on the subject of relations with 


Eire (including the immigration of Irish labourers), 


and that this discontent might well be exacerbated 


by Mr. de Valera's present proposal. 

I 

THE HOME SECRETARY indicated that, from the 


security point of view, he was gravely embarrassed 


by the fact that there was no power to stop 


Irishmen coming over to this country from Ireland. 


Quite recently a number of members of the I.R.A. 


had landed at Holyhead with the intention of breaking 


up the International Rughy Football match between 


1 
England and Ireland, These gangsters had been 


turned back, although there was in fact no power 


to do it. 


THE SECRETARY OF STATE FOR DOMINION AFFAIRS 


said that he had that morning seen Mr. de Valera, 1 


who was passing through London,on his way to Rome. 


Thereafter he was going to Zurich, and he had said 


that there were a number of matters which he would 
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like to discuss with him (the Dominions Secretary) 


on his return from Zurich. 


In reply to a suggestion that the reply should 


take the form of urging Eire not to make the change 


proposed until after further discussion, the 


SECRETARY OP STATE FOR DOMINION AFFAIRS added that 


he had already taken this matter up with Mr. Dulanty, 


who had informed him that the Eire Government had 


reached a definite decision on the matter. He was, 


however, prepared to make another attempt. 


After discussion, the Cabinet agreed:

(l) To authorise the Secretary of State 

for Dominion Affairs to send a written 

reply to Mr. Dulanty on the general 

lines indicated, subject to such 

modification as might be necessary 

in the light of the Cabinet discussion: 


(2) To authorise	 the Secretary of.State for 

Dominion Affairs to discuss the matter 

further with Mr. Dulanty, and to 

indicate to him that consideration 

of this matter had revealed a 

substantial body of discontent in this 

country over relations with Eire, which 

might well be exacerbated by the 

proposal to modify the form of Eire 

passports on the lines suggested, and 

urging Mr, Dulanty to delay the issue 

of the new passport. 




AIR RAID 

PRECAUTIONS 


Financial 

provisions. 


[(Previous 
Reference: 
Cabinet 5 8 (38) 
Conclusion 8 ) 
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7. The Cabine-t-Jiad,. unde-js^Qns.ideration a 


Memorandum by the Lord Privy Seal ( C P . 61 (39)) 


submitting certain questions of principle involved 


in the financial provisions of the Air Raid Precautions 


Bill, which would impose novel obligations on industrial 


and commercial establishments, and interfere with 


private rights in buildings and houses. The Lord 


Privy Seal explained the provisions of the Bill, which 


contemplated measures urgently necessary for the 


proper development of Civil Defence, and sought 


authority to make a comprehensive statement in the 


House, of Commons, at a very early date and in advance 


of the publication of the Bill, regarding the 


obligations to be imposed, the financial assistance 


which would be forthcoming from the Exchequer, and the 


arrangements already made whereby the cost of air raid 


precautionary measures undertaken by firms working on 


Government contract on a costed basis was carried into 


the price of their contracts over a two-year period. 


THE LORD PRIVY SEAL outlined the main points 


in his Memorandum. He explained that he was anxious 


to make a comprehensive statement covering the various 


cases in which a contribution would be payable under 


the Bill towards the cost of the obligations which 


were already recognised as falling on employers in 


respect of air raid precautions, but which would be 


more closely defined in the Bill. There were two 


reasons why he asked for this authority at the present 


time. The first was that it would be necessary to 


have discussions with representative bodies of employers 


before the Bill was introduced. These disoussions 


would necessarily involve the financial assistance to 




be afforded by the Exchequer. The second reason was 


that many employers who knew the extent of their 


obligations, were holding back because they did not know 


how they stood financially in the matter. 


The Lord Privy Seal referred to the announcement 


made by the Chancellor of the Exchequer on the 18th March, 


1938, a copy of which was appended to his Memorandum. 


The concession promised in this statement, however, did 


not apply to expenditure which was of a capital nature. 


The industrial Panel were of opinion that the financial 


assistance to be afforded in respect of capital 


expenditure should be equivalent to an Income Tax remission. 


He appreciated, however, the extreme difficulty from the 


Inland Revenue point of view of allowing a deduction for 


Income Tax purposes in respect of expenditure of a 


capital nature. There was the further point that, in 


his view, it was impossible to make the concession in a 


form which was only operative when profits were earned, 


but which afforded no relief when no profits were earned. 


His proposal was therefore to make a direct subsidy at 


the rate equivalent to the amount of Income Tax relief, 


and he proposed to inform employers that in respect of 


expenditure incurred in carrying out 'good employer' 


obligations, they would in future receive not merely 


Income Tax relief on expenditure which could be regarded 


as expenditure which was admissible as a deduction in 


computing trading profits for Income Tax under the 


Chancellor's announcement of the 18th March, 1938, but 


also an equivalent contribution in respect of all 


expenditure falling within the Code, whether or not that 


expenditure was admissible as a deduction in computing 


trading profits for Income Tax purposes. This proposal 


was tantamount to a subsidy or grant at the rate of 27-g- per j 


cento 




In reply to a question, the Lord Privy Seal agreed 


that the words "at least" nine lines from the bottom of 


page 3 of his Memorandum might he omitted. The subsidy at 


the higher rate of 50 per cent, would only be proposed in 


regard to certain special cases, e.g. obscuration of blast 


furnaces, where the measures involved considerable expense 


and were directed, not to the protection of particular 


premises, but to the protection of an area of the country as 


a whole. 


The Lord Privy Seal drew attention to the fact 


that, although he was only proposing to impose a specific 


obligation in respect of industrial establishments in which 


more than 50 persons were employed, he proposed that the 


financial assistance should be accorded to all employers 


who carried out the 'good employer1 obligations. 


THE CHANCELLOR OP THE EXCHEQUER asked whether the 


employers in question would be under an obligation to give 


notice of the work which they were proposing to carry out, 


and to obtain prior approval. 


THE LORD PRIVY SEAL said that the work to be carried 


out would be specified in the General Code and that the 


point raised by the Chancellor of the Exchequer would be 


discussed departmentally with the Treasury. 


THE CHANCELLOR OP THE EXCHEQUER said that the 


issue involved here was a very large one. He had reached 


the view that it was necessary that a financial contribution 


should be made on the s cale proposed. He thought that the 


right course was that the Bill should define the assistance 


to be given by reference to the amount which would have 


been allowed had the payments been admissible as deductions 


for Income Tax purposes, Income Tax being taken at the 


rate current at the time the work was done. He was 


prepared to agree to a settlement on this basis, subject to 


the following conditions: 


(1)	 That the work should be carried oujLwithin a 

specified period, and begun not later than 1939-40B 




(2)	 That the work should he limited to 

vulnerable areas. 


(3)	 That the gross expenditure should be 

limited to £4 per employee working 

in the factory or shop. 


THE LORE PRIVY SEAL indicated that he 


agreed to these conditions generally, except 


that he was afraid that in certain cases the 


expenditure would exceed £4 per head. This 


matter was reserved for later discussion. 


It was agreed that the terms of the 


statement to be made by the Lord Privy Seal 


should be settled between the Lord Privy Seal 


and the Chancellor of the Exchequer. 


Some discussion then ensued in regard to 


the proposals for compensation dealt with in 


paragraph 7 of the Lord Privy Seal*s Memorandums 


THE LORD PRIVY SEAL said that the 


main point here concerned was his proposal to pay 


compensation on different bases in respect of 


(a) buildings designated by local authorities as 


public air raid shelters or for other A.R.P.. 


purposes in peace-time, and (b) premises 


requisitioned owing to the imminence of an 


emergency. After some discussion it was agreed 


to defer a decision on this matter till a. later 


stage. 


THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 


referred to a school in the west of England, the 


Governors of which had been notified that the 


school would be requisitioned by the Government in 


an emergency. The Governors, of the school wished 


to be satisfied that it was really essential 


for their school to be requisitioned, and that this 
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course had not been adopted merely because it was 


convenient to the Department concerned. He thought 


it might be necessary that there should be a review 


. of the Office of Works proposals for requisitioning 


premises in war time. 


THE LORD PRIVY SEAL undertook to look into 


this matter. 


The Cabinet approved generally the proposals 

set out in paras. 1 - 6 of the Lord Privy Seal's 

Memorandum ( C P . 61 (39)), ana in particular 

(1) Authorised the Lord Privy Seal to 

make a comprehensive statement in the 

"louse of Commons at an early date, 

and in advance of publication of the 

Bill, regarding the nature of the 

obligations to be imposed on industrial 

and commercial undertakings and the 

fact that assistance would be forth
coming from the Exchequer, the terms 

of the statement to be agreed with the 

Chancellor of the Exchequer. 


(S) Approved generally tAe -oro.nosals that 
financial assistance should be ev£^?orcLed 
to Government and industrial under
taking s in respect of expenditure 
incurred on air raid precautions, by 
means of a grant equal to the amount 
which would have been allowed had the pay
ments been admissible as deduction for 
income tax purposes, income tax being 
taken, at the rate current at the time the 
work is done. 

(3) Agreed that the concession in (2) should 

not apply in cases where there is already 

a provision in the Bill for passing on 

costs to the tenants of offices. 


(4-) Agreed that a detailed scheme for financial 

assistance on the above lines should be 

elaborated, by the Lord Privy 3eal's Depart
ment, the Treasury and the Inland Revenue 

Department, in consultation, in the light 

of the discussion which had taken place. 


( 5 )	 Agreed that financial assistance should be 
afforded to industries called upon to incur 
substantial expenditure (going beyond the 
scope of the ordinary good employer's 
obligation) in obscuring the glare of blast 
furnaces and other continuous processes, and 
that financial assistance should be accorded to 
those industries under the Bill, subject to 
conditions to be agreed between the Department 
and the Treasury in respect of each industry, 
and subject to a maximum of 50 per cent, of the 
agreed cost. 
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(6) Agreed that the question of treating 

measures of camouflage on the basis 

proposed in conclusion (5) should be 

further explored. 


(7) Agreed to defer a decision on the 

proposals in para. 7 of the Memorandum 

(compensation) pending consideration of 

the Bill generally by the Cabinet. 




(Previous 

Reference: 

Cabinet 9 

(39), Con
elusion 7 ) . 


randura by the Lord Privy Seal (II. A.-9 (39)), covering 


the draft Camps Bill, which was designed to promote 


and facilitate the construction, maintenance and 


management of permanent camps for the use of the civil 


population. The conclusions of the Committee of Home 


Affairs thereon (H.A.C. 5th Conclusions (39)), were 


as follows:

"(1) To reserve for determination by. the 

Cabinet the question whether the proviso 

to Section 1 (3) of the Bill should stand 

or should be deleted. Should the Cabinet 

decide to delete the proviso it would then 

be for consideration whether there should 

be included in the Defence Loans Bill or 

some other Bill a provision enabling money 

to be borrowed for the purposes of providing 

camps for the civil population. 


(2) To recommend the Cabinet, subject to (l) 

above, to authorise the introduction 

forthwith in the House of Commons of the 

Camps Bill, in the form of the draft 

annexed to H.A.-9 (59), subject to the 

alterations mentioned in the discussion 

and subject to any drafting or other minor 

amendments that may be found necessary or 

desirable." 


THE LORD PRIVY SEAL explained that the only 


outstanding point v/as the inclusion in the Bill 


of a financial limit. He did not v/ish to adopt 


a controversial attitude on a matter on which the 


Chancellor of the Exchequer had been most helpful. 


He pointed out, hov/ever, that the provision of funds 


for the Bill v/as dependent upon 

(a) The consent of the Treasury. 


(b) The voting of moneys by Parliament. , 


He therefore regarded the question whether 


there should be a financial limit of £1,200,000 


on the sum of the grants made and on the 


total amounts outstanding in respect of 




principal of any loans made under the Bill, as a question 


of presentation rather than of substance. He also pointed 


out that the announcement already made was to the effect that 


we were to make a beginning with the provision of camps, 


and did not include any reference to a specific financial 


limitation. In discussion a number of Ministers supported 


this view. Reference was made to the financial limitation 


in the Special Areas Act, which had given rise to a good 


deal of misapprehension. 


THE CHANCELLOR OP THE EXCHEQUER reminded his colleagues 


that the original scheme had been for the construction of 


200 camps at an estimated cost of £4 millions. This scheme 


had been referred back for consideration by the Lord Privy 


Seal and himself, with a view to the submission of a more 


modest scheme. A revised proposal for the erection of 50 


camps at an estimated cost of £1 million had been approved 


by the Cabinet. He distrusted the argument that, if no 


limit were included in the Bill, the Treasury would never

theless have the determining voice. In actual fact, he 


would be subject to pressure from all quarters to spend 


further sums. Even at the present day the expenditure of^ 


£1 million v/as no mean sum. If there was no limit in the 


scheme, the Bill would cease to be an experimental matter, 


and there was a risk that we should rapidly find ourselves 


involved in a very large scheme. Further, even if no 


limit v/as mentioned in the Bill, some limit must be included 


in the financial Memorandum. He regretted therefore 


that he did not see his way to agree to the proposal 


th.t a financial limit should be omitted from the 


Act. 




THE FOREIGN SECRETARY said that the Cabinet had 


taken a clear decision on this matter, and lie hoped 


that his colleagues generally would accept the 


Chancellor's view. 


THE PRIME MINISTER said that after the decision 


reached by the Cabinet he thought that it was very 


difficult to ask the Chancellor of the Exchequer to agree 


to the deletion of the financial limit from the Act. 


The Cabinet agreed:

(1) That the proviso to Section I (5) 

of the Bill, limiting to £1,200,000, 

the sum of the grants made under the 

Section and of the amounts outstanding 

in respect of the principal of any 

loan made thereunder, should stand. 


(2) To accept the recommendation of the 

Home Affairs Committee as to the 

introduction of the Bill forthwith in 

the House of Commonso 




jjE-ORGANISATION)randum "by.the President of the Board of Trade (CP.-60(59)) 


0B COTTON

KDUSTRY


previous 

Reference:

Cabinet 60 

[38), Con
i l u s i o n	 1 4 , ) 

 9.	 THE CABINET had under consideration a Memo
 . . , 


in which he recalled that at the Meeting referred 


 to in the margin he had been authorised to publish a 


 White Paper (Cmd. 5935) containing the clauses of a 


Draft Bill, based substantially upon the proposals 


of the Joint Committee of the Cotton Trade Organisa

tions, for the re-organisation of the cotton industry, 


together with a short explanatory memorandum. Copies of 


this White Paper had been sent to all producing firms in 


the industry, together with a "£allot paper on which they 


were asked to record their votes either for or against 


the introduction in Parliament of a. Bill on the lines 


proposed. In addition, the three Chambers of Commerce 


and the three Trade Unions chiefly concerned had been 


invited to express the views of their organisations. In 


the result the President thought that the support shown 


was sufficient to warrant the introduction of a Bill, in 


spite of opposition from the merchanting interests. He 


therefore sought authority (1) to announce that the 


Government had decided to introduce the Bill forthwith! 


( S ) to invite the merchanting interests to consider 

what further safeguards they regarded as essential 

for their protection; (3) to circulate the Bill 

to the Committee of Home Affairs for consideration 

at their next Meeting and to introduce it immediately 

it had received their approval, without further reference 

to the Cabinet. 

THE PRESIDENT OP THE BOARD OP TRADE said that 


there was clearly a marked divergence of view between 


the producers and the merchanting interests. As 


this was a Bill concerned with the producing 




interests he had no hesitation in recommending his 


colleagues to go forward with the Billo They might 


anticipate some opposition in the House from the 


merchanting interests, and it might he necessary 


to introduce further safeguards to protect them* 


A further point had arisen since his Memorandum 


hafl. been drafted, namely, the position of Northern 


Ireland, The cotton interests in Northern Ireland 

;


were negligible, and formed an adjunct of the linen Pi 


industry. It had always been assumed that, although 


there was no power to include Northern Ireland in the 


Bill, Northern Ireland would v/ish to be included. 


Northern Ireland had now, however, stated that she did notfc 


wish to be included in the Bill, This would have 


certain repercussions on Scotland, since there were a 


number of firms in Scotland which wcro in direct competition 


with firms in Ulster and who would like to be 


excluded from the Bill. He proposed that the Bill, 


as presented to Parliament,should exclude Northern 


Ireland, but that Northern Ireland, should be included 


at a later stage if agreement on the point could be reached. 


Failing agreement, it would be necessary to see what 


steps could be taken to meet the Scottish interests. 


THE SECRETARY OP STATE FOR SCOTLAND reminded 


his colleagues that he had mentioned this matter 


when the Bill was discussed some months ago. The 


negotiations with the Scottish interests had always 


proceeded on the basis that Northern Ireland, would 


be included, and he anticipated difficulties if the 


Bill, as introduced, excluded Northern Ireland 


but included Scotland,, The point was likely to be 


strongly argued, and he hoped that it would be i 


possible to take steps to meet the position^ 




To approve the steps proposed by the 

President of the Board of Trade in 

his Memorandum (CP.-60 (39)) as 

summarised above, including an 

immediate announcement that the 

Government had decided to 

introduce the Bill forthwith; 

subject to the understanding that 

the President of the Board of Trade 

should take such action as was 

possible to meet the difficulties 

arising out of the position of 

Northern Ireland and Scottish 

interests. 




JSCB^LOYMENT

INSURANCE FUND. 


f ---

Financial 

Position of.


Annual Report

of Statutory 

Committee.


(Previous 
References:
Cabinet 10 (3/5) 
Conclusion 13,
and Cabinet 8 (39) 
Conclusion 9.)


 10o The Cabinet had under consideration a 


 Memorandum by the Minister of Labour (Co P. 58 (39)) 


 covering proof copies of the Annual Report of the 


 Unemployment Insurance Statutory Committee on the 


 Financial Condition of the General Account of the 


Unemployment Fund on the 31st December, 1958, and a 


 similar Report in respect of the Agricultural Account 


 of the Fund, 


 According to this Report, the balance of 


the General Account stood at £45,954 j, 000, the bulk 


of which would be required as a Reserve, Never

theless, there remained a surplus of £5,100,000 for 


distribution by further improvements of the scheme, 


provided the liabilities remained the same. The 


Committee pointed out, however, that their estimates 


of the income and expenditure of the General Account 


would be affected in future years by recent or 


prospective changes in the Unemployment Insurance 


Scheme. In the circumstances outlined ih their 


Report the Committee proposed that £3 millions of the 


surplus should be used to discharge part of the debt 


of the Fund, which at present stood at £81,530,000, 


with a resultant saving of £150,000 in the annual 


debt charge, and: recommended no changes in the 


General Scheme, 


The balance of the Agricultural Account 


s-toodat £2,774,000, and the Committee recommended 


certain reductions in the existing rates of 


contributions, and increases in the weekly rates of 


benefit, with a view to making the Account not more 


than reasonably sufficient. 




Subject to the Chancellor of the Exchequers 


concurrence, the Minister proposed to adopt the 


Committee's recommendations, which were unanimous in 


respect of both Reports, and to take the necessary 


action for giving effect to those regarding the 


Agricultural Scheme by affirmative Resolutions of both 


Houses. Parliamentary approval was not required for 


the recommendation to pay off £3 millions of debt. 


The Cabinet approved these proposals. 




RIDING ESTAB 1 1 . The attention of the Cabinet was drawn to 
LI3HMENTS 
(REGISTRATION 
AND INSPECTION) 
BILL. 

the Riding Establishments (Registration and 

Inspection) Bill, introduced in the House of Commons 

by a Private Member and down for Second Reading on 

Friday, 17th March, 1939* 

THE HOME SECRETARY said that the Bill contained 

a number of provisions which were not well thought 

out, but that it was relatively innocuous. He thought 

that the Government spokesman might give it a vony 

qualified approval, 

THE CABINET agreed to this course. 

Richmond Terrace, S.W.I. 


8th March, 1939. 



