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It was docided in June, 1927, (CP. 180/27) to 
withdraw tho Aircraft Carrier H*M.S-"Hermes" during the 
period November, 1927, to February, 1928, inclusive. 

H.K*8o"Hermes" will arrive back on the China 
Station in March and the Coramander-in-Chief reports that on 
her return ho can dispense with EJ-T.3."Argus" and all 
aircraft now on the Station except those carried in "Hermes" 
and "Vindictive" and one Reconnaissance Plight of six 
machines. 

For tho purposes of training- it is very desirable 
that "Argus" should rejoin the Atlantic Fleet as soon as 
possible and for the same reason the return of the other 
flights is necessary as their personnel are not getting 
experience in Naval Air Work. 

If these withdrawals are carried out there will 
remain cn the China Station, E.M.S-"Hermes" with 15 aircraft,, 
6 aircraft based on shore, and 3 aircraft in "Vindictive" 
until that vessel is relieved by "Cumberland" in the Spring. 

Unless any of my colleagues wishes to raise 
objection to this proposal it seems unnecessary to summon 
the China Committee to discuss itc I shall therefore give 
the necessary directions as soon as H.M.S."Hermes" sails, 
i.e. about 21st January, unless I have learned of any ' 
objection before that date. 

*'/. C * B. 

Admiralty, S.W.I. 
12th January, 1923. 
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C A B I N E T . 

WITHDRAWAL OS" INDIAN INFANTRY BATTaLION FROM IRAQ. 
MEMORANDUM BY THE SECRETARY OF STATE FOR AIR. 

1. When the situation in Iraq was under review by the Cabinet 
on the 23rd November last, it was decided inter alia :

"That the Secretary of State for dir should inform the 
Cabinet of hie intention to withdraw the Indian Battalion 
before taking steps to do so". (Cabinet 57 (27),10). 

2. I may remind my colleagues that at the time this decision 
was taken the discussions with King Faisal and his Ministers 
had (temporarily, as it proved in the event) broken down. 
The situation today is, of course, very different and the 
Chief of the Air Staff has advised me that, despite the present 
difficulties in the south with the Akhwan, this battalion 
can now be withdrawn. 

5. In the interests of economy it is essential that very 
early action be taken tc this end. Accordingly, since in the 
altered circumstances, subject to my colleagues' concurrence, 
discussion in Cabinet appears unnecessary, I have informed the 
Secretary of State for the Colonies that this unit can be 
withdrawn at any time after the 1st February, the exact date 
being a matter for arrangement with the Secretary of State for 
India. 

Unless, therefore, ray colleagues see any objection - in 
which event I would ask that I may bo notified within the 
next seven day3 - action on the above lines will proceed. 

S. H. 
Air Ministry, 

16th January, 1928. 



SECRET 
C P . 3(28). 

C A B I N E T . 2 
REPRESENTATION OF THE PEOPLE (EQUAL FRANCHISE) BILL 

19 28. 
Uerao rand tun by the Hone Secretary. 

I circulate to my colleagues for consideration a first 
draft of the Franchise Bill. 

The first part of tho Bill (Clauses 1 to 6) contains 
the necessary provisions for equalising the franchise of men 
and women and for incidental matters, although a few points 
arise upon these clauses to which special attention is 
required. 

It will be seen that it is proposed to set out in full 
the franchise provisions of the Act of 1918 as proposed to be 
amended. This course is preferable to legislatipn by 
reference in a matter of such complexity, and I do not think 
it is likely to delay the passage of the Bill. 

In the second part (Clauses 7 to 11) I have included 
provisionally certain matters, entirely independent of the 
Equal Franchise question, which have been already before the 
Cabinot or which have been suggested to me for consideration 
by the Central Office. They are mostly Controversial and 
if included in the Bill will convert it from what would be 
in tho main an uncontrovercial measure into a controversial 
one. It is necessary for me, therefore, to have an early 
decision of the Cabinet on the desirability of including 
some or all of them in the Bill, having rogard to the other 
parts of the Government's programme for next Session. 

EQUAL FRANCHISE PROVISIONS. 
Clause 1 confers the parlianentary franchise on women 

at 21 on the same basis as men (alike in respect of residence, 



in respect of occupation of business premises, and in 
respect of the university qualification). 

It further proposes to equalise the position as 
betweon husband and wife by giving the wife of an occupier 
of business premises, as woll as the husband, an additional 
vote in respect of that qualification. (Conversely, the 
same right will be given to the husband of a woman occupier). 
At present the woman can be registered (at 30) in respect of 
her husband's occupation of business premises as well as in 
respect of his occupation of a rosidenco, but cannot, as the 
husband can, vote in rospect of both. it may be urged that, 
now the whole basis of the woman's franchise is being altered 
and she is being given the qualification by residence only, 
there is no ground for retaining the qualification of a wife 
by virtue of her husband's occupation of premises. On the 
other hand, the withdrawal of this qualification would 
greatly disturb the position in constituencies like the City 
of London whore the number of women registered is 15,000 
out of a total electorate of 45,000. It may be objected 
also that tho proposal will still further increase the 
disproportion between the number of men's and women's votes 
and that it will give the married women an unfair advantage 
over the unmarried. The answers to these objections are 
that the number of women affected will be small, between 
150,000 and 200,000, and that tho married woman who makes 
the home and often helps to make tho business is as much 
entitled to the second vote as the man and that there is 
no true equality without it. 

Clause 2. The local government franchise in at 
present possessed by women occupiers at 21 like men, but 
married women also have it at 50 for premises of which their 
husbands are occupiers, if both reside there. It is 
proposed to give the franchise to these women at 21 and to 
confer a corresponding right on the husbands of women 
occupiers. The number of married women in England and 



Wales between 21 and 30 is 1,469,000 and the increase of 
the local government electorate will, with the inclusion of 
the husbands of women occupiers, be upv/ards of 1,500,000. 

A change, not connected with tho equalisation of the 
franchise is also proposed. At present, a man or woman is 
qualified for the local government franchise if he or she 
has occupied as ownor or tenant during the qualifying period 
any land or premises. A "service" occupier of a dwelling 
house and a lodgor in rooms let unfurnished is regarded as 
an occupying tenant. No minimum limit is placed iri England 
on the value of the premises occupied, but in Scotland the 
Act of 1910 imposed a limit of £10 except in the case of a 
dwelling house, and in Northern Ireland there is a similar 
limit of £5. 

There is much to be said for adopting the Scottish 
precedent of a limit of £10. 

Clauses 3 and 4 are consequential. 

Clause 5. As the Bill cannot bo passed in time for 
the new voters to be includod in the 1928 register (the work 
for which begins at the end of February) and as the 1928 
register would normally remain in force from 15th October, 
1928, to 15th October, 1929, it is necessary to make special 
provision to enable the new electors to vote at the next 
General Election in the event of its taking place before 
the latter date. It is proposed that a special register, 
made up for a qualifying period ending on 1st December, 1928, 
and coming into forco on 1st Hay, 1929, *shall be prepared, 
and that the register which would under the existing law be 
prepared in the autumn of 1929 shall be dropped. 

Clause 6. The large increase in the number of 
electors which will result from the proposed extensions of 
the franchise makes it dosirable to revise the provisions at 
present governing tho maximum expenses of candidates at 
Parliamentary elections. The figures remain for decision. 
In Northern Ireland the amount is two pence for each elector. 



The limit for county councils and municipal borough 
councils is two pence, and probably no change is required. 
There is no limit for other local elections. 

OTHER PROVISIONS. 
Clause 7. Under this clause Companies and othor 

Corporations would, through their representatives, be given 
the parliamentary and local government franchise on precisely 
the same terms and conditions as individual occupiers of land 
or premises. 

I have already submitted the question of the Company 
franchise to the Cabinet in the Memorandum C P . 229(27) of 
51st August, 1927, which sets out the considerations 
affecting this subject, and tho clause is drafted in 
accordanco with the suggestions in that Memorandum. 

It will be left to the Corporation to prefer its claim 
for its representative to be registered, that is, it will 
not be the duty of the Registration Officer to seek out the 
Corporations entitled to claim, and in ordor to prevent 
plural voting the same person must be registered for all 
parliamentary constituencies in which the Corporation occupies 
prerises, and for all the different wards, etc. of a local 
government electoral area in which it occupies premises. 

Corporations which are local authorities, or consist in 
the main of members of such authorities are not enfranchised. 
Foreign companies are excluded. 

I am in favour of the insertion *of this clause, which 
will be popular with the Party, subject to the general 
considerations affecting the programme for next Session. 

Clauoe 8 restores the poor relief disqualification for 
the parliamentary and local government franchises v/hich was 
abolished by the Act of 1918. Before that Act persons were 
disqualified for being registered both for the parliamentary 
and the local government franchise if they had received peer 
relief diiring tho 12 months " qualif ying period". The 



Speakers' Conferenco of 1917 recommended a mitigation only 
of the disqualification, namely, that relief, if given for 
not more than 30 days or by way of maintenance of a relative 
in a lunatic asylum, etc., should not disqualify for the 
parliamentary franchise. They made no suggestion with 
regard to the local government franchise. There was a 
general feeling, however, in the House of Commons against 
the disqualification on the ground that poor relief was only 
one form of public assistance and its abolition which was 
proposed by the Coalition Government was accepted with very 
little dissent in tho Lower House. 

Since 1918 a serious change has taken place in the 
practice of administering poor lav/ relief in many districts 
and the scandals to which it has given rise arc a strong 
argument for the restoration of the disqualification. The 
votes of those who benefit by a lax and extravagant adminis
tration are cast in support of candidates who will pledge 
themselves to extravagant expenditure, and a widespread 
demand has arisen that a stop shall be put to this abuse. 

I am in favour therefore of including a provision for 
the restoration of the disqualification in the Bill. If 
the Cabinet decides in favour of this being done, there are 
several points on which a decision is required. In the 
first place, is the disqualification to extend to the 
parliamentary as well as tho local government franchise? 
It is in connection with the latter that*the scandals have 
arisen, but there is a difficulty in making a distinction 
between the two franchises. Moreover, if those who have 
received relief are disqualified for the local government 
franchise only, and retain their Parliamentary votes, they 
may bo expected to give those votes against the party which 
has disqualified them. Secondly, how is the disqualifioa
tion to be applied? Undor the law before 1918 a person 
was disqualified if ho received relief during the IP months' 
qualifying period. That method' seems inapplicable now 



tliat the qualifying period has been reduced to 3 months. 
It would appear too arbitrary a method to disqualify on 
account of relief received during a particular period of 
3 months and not for relief during any othor period 
especially where that period of 3 months may be as much as 
18 months before the election in respect of which the 
disqualification applies. 

The Bill proposes, therefore, the method adopted in the 
draft Poor Law Reform Bill which has been circulated to the 
Cabinet by the Ministor of Health - namely, to attach the 
disqualification to relief received during tho year preceding 
the election. This method would accord with the common 
law before elections wore held by ballot. 

The names of the persons disqualified would be furnishe 
by the clerk to the guardians at the time of the election to 
tho Registration Officer who will strike their names out of 
the copies of the register to be used at the polling stations 

The clause in the Bill reproduces for consideration 
the exceptions which appeared in the Poor Law Reform Bill, 
e.g. cases in which the relief did not exceed Q J * weeks 
during the year, etc. 

It may be argued that this method will involve a 
violation of the principles of tho Ballot Act under which 
every parson on tho register is entitled to receive a ballot 
paper, but the argument does not seem of much importance. 

i 

The scheme proposed would be quite easy to work. 
Clause 9. This Clause removes the anomaly in tho 

present law that a widow cannot combine her late husband's 
and her own occupation for purposes of qualifications. The 
proposal will meet with general approval. 

'""I suggest that the limit should be fixed at not less than 
6 woeks. We do not want to disqualify the honest worker 
who falls into temporary misfortune, but only the work-shy 
who wants to live on the public. 



Clauso 10. The existing provision which prevents 
the refund of the deposit made by elected candidates at a 
parliamentary election until he has taken his seat was 
apparently intended to cover the attendance of Irish 
members. It is proposed to allow the deposit to be 
returned immediately aftor tho election. Thi3 proposal 
is not likely to be controvorsial. 

Clause 11. Deposits by candidates at local elections 
are not at present required in Great Britain. By recent 
legislation of the Northern Ireland Government £25 must 
be deposited for County and Borough Councils and £10 for 
other local authorities. 

The present clause which is based on the provision 
relating to parliamentary elections proposes a deposit of 
£[ 1 for County and County Borough elections and £ £ j 
for all other elections except Farish Councils. The 
figures to be inserted are left for decision. 

The arguments for the proposal are that (1) it will 
discourage "freak" candidatures which sometimes cause 
unnecessary contests, (2) it will discourage a person 
standing in more than ono ward, etc. of the local 
government district, with the result that if he is 
successful in each, further elections become necessary,-and 
(3) it may in business wards encourage business men to 
stand where at present they are discouraged by frivolous 
opposition. Against the proposal ilj may be argued that 
not much evidence exists of any such widespread mischief, 
as to call for this kind of legislation, and that as, in 
many districts, there is no particular desire to serve 
on local bodies, difficulty is frequently experienced 
through no candidates or an insufficient number being 
nominated-, deposits by deterring suitable candidates are 
likely to increase the number of abortive elections and 



may also obstruct a sound working man candidate while 
offering no hindrance to the communist who would get the 
money from party funds. On the whole I doubt the value 
of the proposal and do not urge its insertion. 

The clause will no doubt be strongly opposed. 

V/. J.H. 

14th January, 1928. 



Representation of the People 
(Equal Franchise) Bill. 

A R R A N G E M E N T OF CLAUSES. 

' "lanse. 
1. Extension to women of men's franchise in respect 

of parliamentary and local government elections. 
2. Local government franchise for men and women. 
3. Consequential amendments. 
4. Amendment of s. 8 of principal Act. 
5. Special provisions with respect to register of electors 

to be made in 1929. 
6. Amendment of Schedule 4 of principal Act and s. 5 

of 47 & 48 Viet. c. 70. 
7. Registration of person nominated by corporation as 

parliamentary or local government elector. 
8. Disqualification of persons who have received poor 

relief for voting at parliamentary or local govern
ment elections. 

9. Provision with respect to continuation of occupation 
by wife or husband of deceased occupier. 

10. Amendment of s. 27 of principal Act. 
11. Deposit by candidates at local government elections. 
12. Short title and application. 

SCHEDULES. 

3-3 a 



[18 GEO. 5.] Representation of tlie People 1 
(Equal Franchise). 

NOTE.—Clauses 7 to 11 arc independent provisions, and do not form 
part of the Equal Franchise Scheme. 

D R A F T 

OF A 

B I L L 
TO 

Confer on -women the same franchise as men in A.D. IO28. 
respect of parliamentary and local government — 
elections and to make provision for other 
matters connected therewith or incidental 
thereto, and otherwise to amend the law relating 
to franchises. 

BE it enacted by the King's most Excellent Majesty, 
by and with the advice and consent of the Lords 

Spiritual and Temporal, and Commons, in this present 
Parliament assembled, and by the authority of the same, 

5 as follows :— 
1. Eor the purpose of providing that the parlia- Assimila

 for t i o nmentary franchise shall be the same for women as  of ̂  
w o m c n ' smen, subsections (1) and (2) of section four of the

Representation of the People Act, 1918 (in this Act ^waitorv 
10 referred to as "the principal Act") shall be repealed and franchise 

the following sections shall be substituted for sections to that of 
one and two of that Act:—  men

" 1.—(1)A person shall be entitled to he  a' 
registered as a parliamentary elector for a con-

c 

15 stituency (other than a university constituency), 
if he or she is of full age and not subject to any 
legal incapacity; and 

(a) has the requisite residence qualifica
tion; or 

20 (fi) has the requisite business premises 
qualification; or 

3-3 A 



(c) is the husband or wife of a person 
entitled to be so registered in respect of a 
business premises qualification. 

(2) A person, in order to have the requisite 
residence qualification or business premises qualifi- 5 
cation for a constituency— 

(a) must on the last day of the qualifying 
period be residing in premises in the con
stituency, or occupying business premises 
in the constituency, as the case maybe; 10 
and 

(b) must during the whole of the quali
fying period have resided in premises, or 
occupied business premises, as th- c-aso 
may be, in the constituency, or in another 15 
constituency within the same paibamerv 
tary borough or parliamentary county, 
or within a parliamentary borough or 
parliamentary county contiguous to that 
borough or county, or separated from that 20 
borough or county by water, not exceeding 
at the nearest point six miles in breadth, 
measured in the case of tidal water from 
low-water mark. 

For the purposes of this subsection the 25 
administrative county of London shall be treated 
as a parliamentary borough. 

(3) The expression ' business premises' in 
tliis section means land or other premises of the 
yearly value of not less than ten pounds occupied 30 
for the purpose of the business, profession, or 
trade of the person to be registered." 

"2. A person shall be entitled to be regis
tered as a parliamentary elector for a university 
constituency if he or she is of full age and not 35 
subject to any legal incapacity, and has received 
a degree (other than an honorary degree) at any 
university forming, or forming part of, the con

-stituencj', or in the case of the Scottish univer
sities is qualified under section twenty-seven 40 
of the Representation of the People (Scotland) 
Act, 1868, or, if a woman,. has been admitted 
to and passed the final examination, and kept 
under the conditions required of women by the 
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[ 1 8 GEO. 5. ] Representation of the People 
(Equal Franchise). 

university, the period of residence, necessary for A.D. 192s. 
a man to obtain a degree at any university — 
forming, or forming part of, a , university con
stitueney which did not at the time the examina

 tion was passed admit women to degrees." 
2.—(1) A person shall be entitled to be registered as Local 

a local government elector for a local government electoral government 
r n n c l n s"area if he or she is of full age and not subject to any ^0  Jk i - . i  .  for men1 ''d gai incapacity, and- w o n 3 C i U " \ 

(a) is on the last day of the qualifying period 
occupying in that area as owner or tenant any 
land or premises, not being a dwelling-house, 
of a yearly value of not less than ten [five] 
pounds, or a dwelling-house; and 

 (6) has during the whole of the qualifying period so . 
occupied in that ar-̂ a or, if that area is not an 
administrative county or a county borough, in 
any administrative county or county borough 
in which that area is wholly or partly situate, 

 any land or premises, not being a dwelling
house, of such yearly value as aforesaid, or a 
dwelling-house; or 

(c) is the husband or wife of a pei-son entitled to 
be so registered in respect of premises in which 

 both the person so entitled and the husband 
or wife, as the case may be, reside : 
Provided that— 

(i) for the purposes of this section a 
person who inhabits any dwelling-house by 

 virtue of any office, service, or employment, 
shall, if the dwelling-house is not inhabited 
by the person in whose service he or she is 
in such office, service, or employment, be 
deemed to occupy the dwelling-house as a 

 tenant; and 
(ii) for the purposes of this section the 

word tenant shall include a person who 
occupies a room or rooms as a lodger only 
where the room, or rooms is or are let to 

 that person in an unfurnished state; and 
(iii) for the purpose of paragraph (c) of 

this section, a naval or military voter who 
is registered in respect of a residence quali
fication which he or she would have had 
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is registered either by virtue of other qualifica
tions of his or her own of any kind or by virtue 2 5 
of any qualification of his wife or of her husband." 

Special pro- 5 . — ( 1 ) For the purpose of enabling the foregoing 
visions with provisions of this Act to come into operation as soon as 
respect to may be, the register of electors to be made in the year 
register of nineteen hundred and twenty-nine shall— 30 electors to (a) instead of being made for a qualifying period be made in 
1929. ending on the first day of June, nineteen 

hundred and twenty-nine, be made for a 
qualifying period ending en the first day of 
December, nineteen hundred and twenty-eight; 35 

(b) come into force on the first day of May,, nineteen 
hundred and twenty-nine, instead of on the 
fifteenth day of October, nineteen hundred and 
twenty-nine, 

and the said register shall, notwithstanding anything in 40 
this section, continue in force until thefifteenth day 
of October, nineteen hundred and thirty. 

but for his or her service sh.:Il be deemed 
to be resident in accordance with that 
qualification." 

(2) Subsection (3) of section 7oui of the principal 
Act is hereby repealed. 

S. The amendments specified in the second column 
of the First Schedule to this Act, being i.mendments conse
quential on the foregoing provisions of this Act, shall 
be made in the provisions of the principal Act specified 
in thefirst column of that Schedule. LO 
 4. The following shall he substituted for sub

 section (1) of section eight of the principal Act (which 
 relates to the right of registered persons to vote):— 

" ( 1 ) Every person registered as a parliamen
taiy elector for any constituency shall, while so 1 5 
registered (and in the case of a woman notwith
standing sex or marriage) be entitled to vote at 
an election' of a member to serve in Parliament 
for that constituency: but a person shall not 
vote at a general election for more than one 2 0 
constituency for which he or she is registered 
.by virtue of a residence qualification, or for 
more than one constituency foi which he or she 



(2) It shall be lawful for His Majesty by Order in A.D. 102s. 
Council to make such alterations in the registration dates — 
as may seem to him necessary for the purpose of the 
preparation of the register in the year nineteen hundred 

o and twenty-nine, and also such adaptations and modi
fications in the provisions of any Act (including any 
local Act or Act to confirm a Provisional Order) as may 
seem to him necessary to make those provisions conform 
with the alterations in the registration dates. 

1 0 ( 3 ) The register of electors which comes into force 
on the fifteenth day of October, nineteen hundred and 
twenty-eight, shall continue in force until the first day 
of May, nineteen hundred and twenty-nine, and no 
longer. 

1 5 6 . The Fourth Schedule to the principal Act (which Amendment 
relates to the maximum scale of expenses at a parlia- 0 f Sch. 4 of 
mentary election) shall be amended by the substitution ^g^and 
of for sevenpence and of s. 5 of 
forfivepence, and subsection ( 1 ) of section five of the 47&48Vict. 

2 0 Municipal Elections (Corrupt and Illegal Practices) Act, c. 70. 
1SS4, as amended by the Local Elections (Expenses) Act, 9 & 10 Gco. 

5  c  131919, shall be amended by the substitution of -- 
for twopence. 

7 . — ( 1 ) In any case where a corporation is in such Ecgistra 
2 5 occupation of land or premises in any constituency or tion of 

local government electoral area as Avould, if it were an  P c r s o n 

individual of full age and not subject to any kgal ^"o^Sa
incapacity, entitle it to be registered under the principal tiLiaspatf-
Act as a parliamentary elector or as a local government linmentaiy 

3 0 elector, the ccipomcion may, subject to the provisions or local 
of this section, make a claim to have such person as is government 
specified in the claim registered as a parliamentary ore l e c t o r
local government elector, as the case may be, in respect 
of the said land or premises. 

3 5 ( 2 ) A claim for the purposes of this section shall be 
in the prescribed form and shall be made and authenti
cated in the prescribed manner, and shall te accompanied 
by a declaration in writing that no claim has been made 
by the corporation to have any person other than the 

4 0 person specified in the claim registered in respect of any 
other land or premises occupied by the corporation, in 
case the claim relates to registration as a parliamentary 
elector, in the same or any other constituency, and, in 

3 B 



A.D. 102S. case the claim relates to registration as a local govern
— ment elector, in the same or any other ward or division 

of the local government electoral area in question. 
( 3 ) No person shall be registered in pursuance of 

a claim made by a corporation under this section unless 5 
he is of full age and not subject to any legal incapacity, 
and no person so registered shall, if registered in more 
than one constituency or in more than one ward or 
division of a local government electoral area, have any 
greater right of voting than if lie had been registered in 1 0 
respect of his own occupation of the land or premises : 

Provided that a person who is registered as an 
elector both on a claim made by a corporation under 
this section and in respect of some other qualification 
shall not be disqualified for voting at an election in any 15 
constituency or local government electoral area in which 
lie is registered in respect of that other qualification by 
reason only that he has voted or is qualified to vote in 
respect of his registration as an elector under tliis section, 
or for voting at an election in a constituency or local 2 0 
government electoral area in which he is registered under 
this -section by reason only that he has voted or is 
qualified to vote in respect of that other qualification. 

( 4 ) Provision may be made by Order in Council 
under the principal Act— 25 

(a) so far as is necessary or expedient for carrying 
this section into effect, for modifying in their 
application to persons registered or to be 
registered under this section, any of the pro
visions of the principal Act relating to the 30 
procedure and method of the registration of 
electors; 

(b) with respect to the form of the questions which 
s in the case of persons registered under this. 

section may be asked of voters at a poll and 35 
with respect to the oaths to be taken by voters 
being persons so registered; 

(c) for prescribing anything which under this section 
is to be prescribed. 

( 5 ) In this section the expression "corporation" 4 0 
means any corporation constituted in any part of His 
Majesty's dominions by charter or by or under any 
enactment, but does not include any corporation being 
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the local authority of a local government electoral area A D. 192.S. 
or any corporation the members or a majority of the — 
members of which consist of persons nominated or 
appointed by the Crown or any such local authorities. 

5 8.—(1) If any person has, within the twelve months Disqualifi
immediately preceding the last day for publication of cation of 
notice of any parliamentary or local government election  P e r s o n a w n o 

for any constituency or local government electoral area "̂ I?,!0" 
which consists of or comprises any part of the area of -llof loire

10 any poor law union, received, whether for himself or for voting at 
any member of his family, any poor relief, other than parliament 

vor lo c r t l mcdical relief, from the board of guardians of that union,,;ir. 
he shall not be entitled to vote at that election, and if Jn " e j 0 C .m

the relief so received was given wholly or partly on tions. 
15 account of the wife of the person receiving it, the relief 

shall, for the purposes of this section, be deemed to have 
been received by the wife as well as by him: 

Provided that, save as aforesaid, the disqualifi nation 
of a person under this section shall not extend so as to 

9Q affect the right of his wife to vote at any election. 
(2) For the purposes of this section no account shall 

be taken of relief received by any person if— 
(a) the relief was not received for more than 

within the period aforesaid; or 
25 (6) the amount received by way of relief has before 

the last day for publication of notice of the 
election been repaid to the board of guardians 
from whom it has been received; or 

(c) the relief was given solely in connection with the 
30 mental infirmity of a dependent relative of that 

person. 
(3) The provisions set out in the Second Schedule to 

this Act shall have effect for the purpose of carrying this 
section into effect. 

35 (4) For the purposes of this section and of the said 
Second Schedule— 

The expression " local government election " means 
an election of councillors of a county, county 
borough, county district, or metropolitan borough 

40 or of the members of a board of guardians: 
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The expression " medical relief " includes all medical 
and surgical attendance given and all matters and 
things supplied by or on the recommendation of 
the medical officer having authority to give such 
attendance and make such recommendation out 
of moneys applicable to the relief of the poor. 

9. Where on the death of any person being the 
occupier of any land or premises the husband or wife 
of the deceased person becomes the occupier of the land 
or premises, the husband or wife shall, if he or she would, 1 0 
in the event of the deceased person having continued 
as such occupier until the end of the qualifying period, 
have become entitled to be registered in respect of the 
qualification of the deceased person, be deemed, for the 
purposes of the provisions of the principal Act relating 15 
to the qualifying period, to have occupied the land or 
premises during the time during which the deceased 
person was the occupier thereof. 

10. Section twenty-seven of the principal Act (which 
provides for the forfeiture in certain cases of the deposit 20 
made by a candidate at a parliamentary election) shall 
have effect as though the words " where the candidate is 
" elected, as soon as he has taken the oath as a member, 
" and where the candidate is not elected" in sub
section ( 1 ) were omitted therefrom. 25 

li.— ( 1 ) Every person Avho is nominated for election 
at a local government election shall, before the expiration 
of the time within which nomination papers for that 
election may be received, deposit or cause to be deposited 
with the returning officer or, in the case of an election 30 
for a municipal borough with the town clerk, the sum, 
in the case of an election for the council of a county 
or of a county borough of [twenty-five] pounds, and in 
the case of any other local government election of [ten] 
pounds, and if he fails so to do he shall be deemed 35 
not to have been validly nominated. 

( 2 ) The deposit may be made by the deposit of any 
legal tender or, with the consent of the returning officer, 
in any other manner. 

( 3 ) If after the deposit is made the candidate is duly 40 
withdrawn or the nomination paper is held to be 
invalid, the deposit shall be returned to the person by 
whom it was made, and if the candidate dies after the 
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deposit is made and before the poll is commenced the A.D. 102S. 
deposit, if made by him, shall be returned to his legal — 
personal representative, and if not made by him shall be 
returned to the person by whom it was made. 

5 ( 4 ) If a candidate who has made the required deposit 
is elected, or if though he is not elected the number 
of votes polled by him exceeds one-eighth of the total 
numler of votes polled at the election, the returning 
officer shall, as soon as practicable after the result of 

10 the election is declared, return the amount of the 
deposit to the candidate : 

Provided that, where a candidate is nominated for 
election in more than one ward or division oi a local 
government electoral area, he shall in no case recover his 

15 deposit more than once. 
( 5 ) All sums received by a returning officer in 

respect of deposits and not returned in accordance with 
the foregoing provisions of this section shall be paid by 
him into the fund out of which the general expenses of 

20 the election are paid. 
(6) For the purposes of this section the number of 

votes polled shall be deemed to be the number of ballot 
papers counted, exclusive of rejected ballot papers. 

(7) In this section the expression " local govern
25 ment election" means an election of councillors of a 

county, county borough, county district or metropolitan 
loiough or of the members of a board of guardians. 

12.—(1) This Act may be cited as the Representa- Short title, 
tion of the People (Equal Franchise) Act, 1928. construct ion 

30 ( 2 ) This Act shall be construed as one with the tj0n " 
Representation of the People Acts, 1918 to 1926, and 

ca

references in this Act to the principal Act shall, unless 
the context otherwise requires, be construed as references 
to that Act as amended by any subsequent enactment, 

35 including this Act. 
(3) This Act shall apply to Northern Ireland so far 

as it relates to matters with respect to which the 
Parliament of Northern Ireland have no power to make 
laws. 

3 C 
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A.D. 1028. S C H E D U L E S . 

F I R S T S C H E D U L E . 

CONSEQUENTIAL AMENDMENTS OF PBLNCD?AL ACT. 

S E C O N D S C H E D U L E . 

PROVISIONS FOR CARRYING INTO EFFECT 5 
DLSQUALIFCATION OF PERSONS IN RECEIPT OF 

POOR REL IEF . 

1.—(1) The clerk of the board of guardians of every poor 
law union shall keep in the prescribed form a list of the persons 
who by virtue of the provisions of this Act become disqualified 1  0 
from voting at elections, and shall at the prescribed times and 
in the prescribed manner, furnish to the registration officer of 
the registration area which comprises the whole or any part of 
the area of tho union a copy, certified by the clerk to be a 
correct copy, of the list, or of so much thereof as relates to a 1  5 
parish or part of a parish within the registration area. 

(2) Every list kept in pursuance of the foregoing provision 
shall, without payment of any fee, bo open to inspection by any 
elector or ratepayer at any reasonable time. 

2.—(1) The registration officer on the occasion of any 2  0 
election shall expunge from the copies of the register to he used 
at the election the name of every elector whoso name is included 
in any list kept or furnished as aforesaid, unloss it is shown to 
his satisfaction that the name of that person ought not to have 
been included in tho list. 2  5 



(2) A n y oxpenscs incurred by tho registration officer in AY). HV2S. 
expunging as aforesaid the names of any electors shall be paid 
by the returning officer as part of the expenses of tho election at 2 n d S c " 

c o ' u which the copies are to he used. .

5 3. The returning officer at any election shall, not lator than 
the last day for publication of notice of the election, give notice 
to tho registration officer stating the parishes for which tho 
election is to bo held and the day of the election and, if he is not 
himself tho clerk to the guardians, at the same time give a like 

10 notice to the clerk to the guardians. 

4. Any returning officer, clerk to a board of guardians or 
registration officer who acts in contravention of or fails t o 
comply with any of the provisions of this schedule shall on 
summary conviction be liable in respect of each offence to a fine 

15 not exceeding fifty pounds. 

5. Tho Secretary of State, after consultation with the 
Minister of Health, may make ordors prescribing anything which 
under this schedule is to be prescribed and otherwise for carry
ing this schedule into effect. 
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TRADE OUTLOOK. 

Note by the Preaidant of the Board of Trade. 

I circulate for the information of my colleagues a record 
of the meeting of my Advisory Council held in January. 

On the whole the views expressed are hopeful for the 
futurej and I incline to disagree with Sir Josiah Stamp1 a 
opinion that there is no more justification for this optimism 
than there was in past years. 

The increased preference under tho New Zealand tariff 
is as valuable as it is welcome. 

The December trade figures look bad; but it would bo 
unwise to draw conclusions from these as the combined effect of 
Christmas holidays and exceptionally bad weather is enough to 
account for a considerable falling off. 

P.C.-L. 

Board of Trade, 
18th January, 1928. 
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NEK ZEALAND CUSTOMS TARIFF. 

THE PRESIDENT said that, as the members of tho Advisory 
Council would be aware, since the last Council meeting full 
particulars of the now Tariff of New Zealand had been 
published. Greatly increased preferences for Bx-itish good3 
had been accorded, and there would be wide-spread appreciation 
in the United Kingdom of this generous action on the part of 
the Dominion Government, The President was confident that 
it would redound greatly to the benefit both of this country 
and of New Zealand. 

The Council cordially concurred. 

COAL. 

MR, iiARHAM stated that during December some improvement 
in volume of output had occurred, chiefly owing, of course, to 
the severe weather which had helped the collieries who supply 
the household trade. On the other hand, the storms at sea 
had caused very serious dislocation in shipping, and some of 
the collieries which depended on making shipments had been 
hard put to it, The net result, however, had been that in 
each of the first three weeks of December the output had risen 
to a little over the five million ton mark. For the week 
ending December 17th, it was 5,553,000 tons, or 102.2$ of the 
March 1925 weekly average basis. The actual increase had been 
114,000 tons, and^the number of persons employed in the 
industry was 86.5/5, calculated on the same basis. 
Unemployment for the month of November had been 18.5$, or 
slightly less than in October. The quantity of coal exported 
from this country in November was 4,126,700 tens as compared 
with 4,141,000 tons in October; and the value was again 2d. 
per ton less than the previous month. 

The export of coal from the United Kingdom to Norway, 
Sweden 'and Denmark, continued to fall; for the month of 
November it had been only 468,000 tons, comparod with the 
monthly average in 1913 of 825,000 tons and in 1925 of 
605,000 tons. This was owing, of coiirse, to the competition 
of Polish coal. To Germany we had exported 385,000 tons in 
November against a monthly average of 746,000 tons in 1913 
and of 347,000 tons in 1925. This was largely owing to the 
licencing restrictions in Germany. To France we had 
exported 713,000 tons last November as against the monthly 
average of 1,065,000 tons in 1913 and of 853,000 tons in 
1925. Tho outputs of Germany, Franoe, Poland and Belgium in 
October all showed increases over September, the increase in 
Germany being 378,000 tons. 



COAL (COHTD.) 

It was with great satisfaction that the British coal 
trade learned of the cancellation of the French licencing 
decrees; this would be a considerable help to the coal 
trade here in exporting to France, but at the same time 
they had been informed that the French colliery owners had 
demanded an increase in the French import duty on coal, and 
that it was proposed to raise the present duty of two francs 
to six francs per ton as from 1st April. It was understood 
that the proposal had not yet been passed by the Senate, 
but that it was almost certain to come, the argument being 
that, with the present rate of exchange, the new duty would 
amount practically to the level intended by the duty 
prescribed in the Tariff. Now, however, that the licencing 
decree had been terminated there was no longer any 
compulsion as to the coal the French v;ere to use, except 
as regards a certain amount of reparation coal; and no 
doubt their public utility concerns, such as the gas works, 
would prefer to buy good British gas coal even with a 
higher duty. It showed, however, the disposition there was 
at present to prevent coal corning in. 

The proposals for controlling prices which were being 
considered In South IS ales and in Yorkshire, Derbyshire and 
Notts, were now more or less generally known. The Welsh 
scheme was for fixing mimimum prices, and compensating those 
collieries which could not dispose of their whole output at 
such prices. The Yorkshire scheme aimed at capturing the 
export trade now done by the normal exporting districts of 
this country by means of taking advantage of the home trade 
assured to that district by its geographical position. The 
exporting districts looked upon these proposals with a good 
deal of apprehension. 

The only other point needing mention was only in embryo 
now; it was the question of a Consortium in Italy to deal 
with reparation coal. Three million tons were going in to 
Italy, and it was being considered whether it would be 
advisable to appoint one office to deal with the whole of it. 
There was rather a fear on the part of importers that the 
idea might spread further, as was proposed before by the 
Italians, and was proposed but upset in Spain quite recently. 

MR. FAULKNER remarked that, a letter had been received 
from the Reparation Commission saying that the Head of the 
Coal Bureau estimated that the total of Italy1 s drawings 
from Germany this year would not exceed those during the 
past year, 

THE PRESIDENT said that this was much more satisfactory 
than might have been anticipated. There was an Interesting 
point to note about the importations of sea-borne and other 
coal into Italy, and the question of our Treaty rights. A 
careful analysis of coal consumption in Italy had been made, 
and the result of all the water-power schemes had not been 
to diminish the coal consumption, but the prosperity of the 
country had so increased that the total consumption of 
coal had gone up. 



GAS INDUSTRY. 

MR. C A . HILL recalled that at the November meeting of 
the Advisory Council he had reported that discussions were 
taking place in the chemical trade with regard to proposals for 
gas legislation. He had now to report that the various groups 
of the Association of British Chemical Manufacturers concerned 
had separately considered those proposals, and representatives 
of those groups had had joint discussions with representatives 
of the gas industries. A3 a result an understanding had been 
finally reached, so that the Association would not take any 
part in opposing trie proposals. 

THJ-3 PRISSIDSEsT considered this very satisfactory. He 
desired to explain to the Council that while he did not think 
it possible to get legislation passed in a crowded Session 
such as the next one promised to be, he was anxious to have 
at his disposal the considered view of the gas industry and 
of all the industries that work partly in alliance and partly 
in competition with it, - and to get from the National Fuel 
Council a considered view, - as to what modifications and 
extensions of existing ga3 legislation might well be proposed, 
in order that whenever an opportunity offered we could be 
ready with a prepared plan. 

SIR DAVID MILNE-WATSON observed that there had been further 
reductions in the price charged for gas since the last meeting 
of the Advisory Council. Sales of gas had been very heavy 
and had constituted a record output for the Christmas period, 
no doubt due to there being more money. Practical!- no changes 
had occurred with regard to the residual markets since the 
last meeting. 

IRON A N D STKBh. 

MR. PUSH reported that there was some indication of 
improvement in the heavy branch of the industry, so far as 
volume of employment was concerned. There was naturally a good 
deal of speculation as to how matters would turn out during 
the present year, but, as to the past year, it would probably 
be found, when the December figures came out, that our 
production of steel during tho year had been somewhat over 9 
million tonsj that was to say that the total would be at least 
one million tons in excess o:r our full productive capacity 
in pre-war days. Mr. pugh could not see how, short of 
getting a greater proportion of our home orders, that 
total was going to be improved upon in the current year 
unless there w a 3 a general development ox1 world trade. 
Taking the net exports of the different producing 
oountries as the basis of calculation, it might be 
estimated that' the outside market represented less than 



IRON AND STEEL (CONTD.) 

15/' of world producing capacity. Our own production for 
1^38, whilst, as already said, it was over 1 million tons 
.in excess of our pre-war capacity of production, obviously 
fell short of our productive capacity to-day, which should 
perhaps be estimated in the region of 12-?r million tons. 
It might be that we should get somewhat better prices this 
year, if - as had been done in Germany, - our principal 
competitors attended more to the labour conditions in their 
industries, rhich -vould result in a mitigation of their 
low-priced competition. 

Generally speaking, however, the Iron and Steel Trades 
Confederation did not anticipate very substantial improve
ment in the volume of trade for 1927. They could not see 
the existence of factors which were going to cause any great 
improvement in that respect. The disadvantage we suffered from 
was, of course, that our production, substantial as it appeared 
to be, was production from plant of much higher productive 
capacity, and this obviously affected overhead charges in 
relation to unit of production, and reflected itself also in 
the price. 3ut, like everyone else, the workmens1 

Organizations ^ere hoping for an improvement. 

MR. 30ND said that there had been a certain feeling of 
optimism in some branches of the iron and steel industry on the 
occurrence of a new year. It was extremely difficult to say 
how much that feeling should be discounted to get at the real 
facts. In the United States there was extraordinary 
confidence in the prospects of the iron and steel industry 
for the coming year, but general dissatisfaction prevailed 
about the low prices at which they had been selling. However, 
they seemed assured of a large business, and any fear we 
might have had that bad trade over there would cause a 
large exportation of their products to other countries seemed 
to have disappeared. 

Certainly the latest figures of our own production gave no 
ground for excessive optimism, since the furnaces in blast at 
the end of November were 7 less than.at the beginning of 
that month, while production of pig iron had been 21,000 tons 
les3 in November than in the previous month. The output of 
steel ingots and castings at 698,700 tons was practically 
the same in November as in October. Imports of iron and 
steel in November totalled 204,800 tons, a very welcome drop 
of some 50,000 tons compared with the previous month; but 
too much importance must not be attached to the figures of 
a single month. The price quoted recently bv a German firm 
for sheet bars, which was one of the semifinished products 
imported, was one of the lowest we had had for some time. 
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The heavy iron ana steel trade were naturally entering 
upon 1928 with order boohs much less i'ull than at the 
beginning of 1927, when they were swollen by the arrears 
accumulated during the coal stoppage. But on the whole there 
was reason to hope that the industry would be on a more- even 
keel throughout .1928; and while the high figures obtained 
in the Spring of 1927 were not looked for, it might reasonably 
be anticipated that production figures would not fall seriously 
below the latest recorded figures (which were for November), 
and might possibly slightly rise. 

Perhaps the most encouraging figures were those which 
showed that world demand was increasing, for world production 
of steel rose from 91,700,000 tons in 1926 to 98,720,000 tons 
in 1927, and world production of pig iron from 77,740,000 to 
84,070,000 tons, production of steel outside the United States 
rose from 43,410,000 tons in 1926 to 54,320,000 tone in 1927, 
to which rise the United Kingdom contributed 5,450,000 tons, 
so that the world absorbed the steel which we were able to 
produce last year. In the case of pig iron, production outside 
the United States rose from 38,370,000 tons to 47,870,000 tons, 
to which Increase the United Kingdom contributed 4,790,000 tons. 
There was some reason to hope- that Continental prices would rise 
during the year; and, as the margin between British and 
Continental costs decreased, a greater share of the world Jemand 
should come to this country. 

The German dispute on the subject of the 8 hours day had 
been settled by the issue of the award of the Government 
arbitrator, which the Government had made binding on both 
parties. In basic 3esse:ner works the three-shift system was 
to be introduced from January 1st, 1923, whilst the open
hearth, electric and crucible steel works were to adopt the 
three-shift system as from January 31st, 1923, unless 
individual exceptions should be granted. The arbitrator had 
conceded a very small increase in hourly wages, which meant 
that the aggregate weekly earnings of the men would be 
considerably reduced. 3oth sides were dissatisfied with the 
Award, but some of them accepted it in the meantime because  .fc

of the Government order. 

In view of the decision of the Cleveland ironmasters last 
month to reduce the price of pig iron, it wes interesting to 
note that French producers ox1 phosphoric foundry pig iron had 
inoreased their prices by 5 francs per ton for home oonsumers; 
but the object of this increase was understood to be that a 
bonus should be given to those firms who would take export 
business. The amount of the bonus was to be 25 francs, or a 
subsidy of 4/- per ton on export business at the expense of 
the home consumer of 9-jrd. per ton. 
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In south Wales conditions were decidedly better, and the 
tin plate industry was working at from 75 to SO per cent 
oi' capacity as compared with under 60 per cent during July, 
August and. bepteiaber. The exports oi' tin plates from the -
United States to other countries had fallen very considerably. 
Any substantial improvement, however, in the position of the 
iron and steel industry in 193H could hardly be expected under 
present condition of free imports. They required the Jritish 
industry to be 20y, more efficient than the Continental, whilst 
operating at 70/? of oapacity, which was an obvious 
impossibility. 

STEEL. 

SIR ARTHUR BALFOUR wrote:
"There has really been very little change in the 

situation in the Sheffield trade. The holidays have been 
considerably extended owing to stock-taking and the fact 
that there has been no pressure of orders. A fair amount 
of export orders have come in during the last few days, 
but it is too early to tell what the trend of business is 
going to be in the month of January". 

NON-FERROUS METALS. 

SIR CECIL 3UDD was able to report very briefly that the 
slight improvement in the metal trades, to which he had 
referred at the last meeting of the Advisory Council, was 
being maintained, iiost works seemed to have got, so far as 
volume wan concerned, larger order books than they had had for 
a considerable time past. The prices, however, were probably 
not' very profitable. On the whole Sir Cecil thought that 
the outlook watp fairly encouraging. The prices of metals were 
low and there was general confidence that they had got as 
low as they were likely to be; so that there was every reason 
for those who desired to place orders to come along ynd place 
them. 

ENGINEERING. 

SIR ERNEST PETTER considered that as regards 1028 manu
facturing engineers felt a restrained optimism. November 1927 
the latest month for which figures were as yet available - was 
the record post-war month for machinery exports, "/hich 
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reached a total of 58,243 tons. This figure in fact 
slightly exceeded the monthly average for 1913. The 
eleven months' export of machinery, January-November, 
19J47, amounted to 469,613 tons, against 439,397 tons 
and 469,219 tons in the corresponding periods of 1926 
and 1925 respectively. To that extent, of course, 
this year's figures were satisfactory; "but In the first 
eleven months of 1913 the exports of machinery had been 
636,518 tons. Another point was the very low price we 
got for our exports of machinery as compared with the 
price of imported machinery. The average declared 
value of these exports in November 1927 was about £93.4 
per ton, against an average declared value of £151.8 per 
ton for machinery imported in the same month. That was 
a very important matter from the point of view of skill 
and quality of labour. We were, no doubt, importing on 
an average a much higher class of machinery than we were 
exporting. There was a marked decrease in our export 
of machinery to India which, it was hoped, however, would 
be countered by reason of the better results India had 
been getting from our goods; but there existed a strong 
tendency in India to place orders for machinery on the 
Continent at the present time. 

There had been a further slight reduction in the 
percentage of unemployment in the engineering trade, and 
no doubt the most serious tiling in engineering at the . 
moment was the very unsatisfactory prices that were 
obtainable if any business was to be got at all. 

Certain tendencies were giving rise to anxiety to menu 
facturing engineers. Cne had been mentioned by Hr. Carbarn 
the feeling in the coal trade that they could call upon the 
other trades to subsidise the export of coal. But the 
engineering trade in particular was working on such small 
margins that it had no money to subsidise coal exports. 
Then as regards Safeguarding, to some extent the manufac
turing engineers were must sympathetic, but taken piece
meal it was a tendency which they did not regard favourably 

MR, LINDSAY remarked that the proportion of British
made machinery in India continued to be very satisfactory. 
The great bulk was bought from this oountry. 

THE PRESIDENT referred to another side of the matter 
which required attention, namely the great efforts which 
the Americans were making to push their engineering pro
ducts In India. T7ith Indian buying power going up, we 
ought to be adequately represented there. 

MR. LINDSAY suggested that a great difficulty had been 
that so many manufacturing firms in England had been oon
tent to be represented in India by agents. It was only 
comparatively reoently that they had started branches in 
India. 

SIR ERNEST PETTER agreed th8t the agency system in 
India was absolutely bad. There had been for some years 
now a strong feeling against that oheap and easy way of 
trying to get business, and in favour of a more enter
prising method. 
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ELECTRICAL INDUSTRIES. 

SIR PHILIP NASH observed that in the year that had closed, 
there had really been very little change in the situation. In 
the home market the sales of heavy electrical plant had beon 
below normal. That was undoubtedly due, as would be 
realised, to the Central Electricity Board being formed and 
to the holding up of central station work until their plane 
were complete and published. Their first ooheme for Scotland 
had been publiohod, and they had oalled for tenders which were 
before thee that day for tho first part of the plant. As 
the schemes of theirs' were publishod and accepted, rises in 
the home market demand would follow. Power stations, about 
which there could be no doubt that they would form part of a 
ohain, were going ahoad in placing their orders. It was the 
stations on the fringe, the smaller stations, as to which 
there were doubts. There wore some 500 stations in this 
oountry, and only about 10 or 15 of these were selected 
stations, so that there were a great number of Bmall stations 
which were not extending today but otherwise would probably 
have been extended. 

As to the smaller plant, - small application stuff 
as it was oalled, - the home market was probably more or 
less normal at the moment. As regards exports, the year 
that had lately closed would probably show that the 
manufacturers of Great Britain had held their own, and thore 
seemed to be no reason why the coming yoar should not be as 
good as last year. 

MOTOR OAR MANUFACTURE. 

SIR JOHN THOKNYCROFI wrote:
"At the last meeting of the Advisory Council, when I 

was urging the importance of modifying the system of rating 
Commercial Vehicles for taxation, sc that when British 
manufacturers are trying to soil abroad, there should be no 
opportunity for foreign rivals saying that the British 
vehicles have been specially designed to comply with 
conditions imposed by taxation at home which provent tholr 
being the moBt suitable for foreign service, the President 
rather suggested that motor vehicle manufacturers had alrorviy 
reoeived a large measure of support and assistance from the 
Government, and that it was unreasonable to asfc for anything 
further. But I think it must be recognised that it is 
nece?3ary to do everything possible to assist the motor 
vehicle industry xn over./ way to develop export business. 
While the commercial vehicle has been proportionately more 
successful than the car side, it has to faoe the most severe 
competition in overseas markets and cannot afford to be 
hampered in any way. 
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"it is well rsccgnieed that this country does not get 
a fraction of the overseas trade, particularly in the 
Bominions and Colonies, which should legitimately come to it 
from the sale of cars. While British manufacturers may 
be to blai^e in some ways, there is no doubt that tho system 
of taxation which has forced manufacturers to make oars 
with small-size engines has been mainly to blame. About a 
year ago it was suggested that the small British car was 
going to find an enormous markot overseas, but it has not 
done so. There are at the present time in Australia very 
large numbers unsold in the agents' hands and, only a week 
or so ago, ono of the British firms who for several years had 
done a good business in making the smaller sizes of cars, 
published its balance sheet showing over £100,000 loss, mainly 
due to the cancellation of a large export order. 

"Thoro will always be different views on schemes of 
taxation from different sections of tho community, and I 
recognise the difficulty of getting them all to support the 
same alteration, but I suggest that the oxport business in 
motor vehicles (with all the trades connected with their 
manufacture) is so important to the country that the Government 
should take action to ensure the production of types here 
which will find a ready sale abroad. It is difficult to get 
accurate figures of imports, owing to the way in which the 
returns are made, which do not clearly show the number of 
vehicles which are produced from imported unassembled parts, 
but it is certain that the imports for the last two years are 
not less than 23,000 plus 35,000 = 58,000. The production of 
this additional number of vehicles in the country would have 
the result of the employment of 55,000 men. If we tako the 
imports of foreign vehicles into Australia, Now Zealand and 
South Africa for the last two years and compare them with the 
British imports, you will find they are 6 times as many. If 
-only half the imported vehicles to these three Dominions had 
been made in thi.3 country, it would have resulted in the 
employment of 75,000 men, 

"The importance of these two sources of employment is such 
that the Society of iaotor Manufacturers and Traders is 
preparing a Memorandum to be submitted to the Chancellor of 
the Exchequer and the President of the Board of Trade, In 
which alterations to the present system of taxation will be 
urged, with the object of making the scale more elastic, and 
facilitating the construction of passenger and goods vehicles 
suitable for world requirements and at tho same time popular 
In the home market. Copies of this Memorandum will be seat 
to the Advisory Council of the Board of Trade, and in view 
of its national importance, it is hoped that they will exert 
their influence to secure the objects of the Memorandum." 



COTTON. 

SIR KENNETH STEWART stated that, as regards the distrlbut
ing end of the trade, the revival in the princii^,! Eastern 
markets mentioned at the Council last month haa continued and 
increased. Indian houses had been buying steadily all last 
month and there had been an additional apurt during the past 
week or ten days, whereas at this time last year the buying 
had hardly commenced. China was showing some signs of 
activity, though the amount of her orders showed a sad falling 
off from tne usual quantities. Temporarily, however, there 
seemed to be a little more tranquillity, especially up the 
Yangtse, which was aiding trade a little. Other Far Eastern 
markets, such as Java and Bangkok, had shown greater interest, 
especially Java which for three years had apparently been 
suffering rather badly from overstocking. 

The European, American and home trades had been fairly 
normal during the past month. South American business 
throughout the year had been pretty good. On the whole 
December had proved rather more enoouraging than most of the 
previous months this year. It was exceedingly dlffioult to 
tell what the outlook would be, but the enoouraging reports we 
were getting from India, which was our biggest market, 
inspired the hope that matters this year would improve a 
little on 1927. For 1927 had on the whole not been a very 
good year, although distinctly an improvement on the previous 
year, chiefly on account of the raw material prices tending 
slightly all the year to rise, whereas for several previous 
years prices had continually tended to fall, which always made 
trade exceedingly difficult. 

MR. LEE said that his report on the producing and of the 
cotton trade could not at the present time be a good one. In 
the branch which used Egyptian cotton, which was possibly 
one-fifth or one-quarter of the whole, they were keeping the 
mills full running and their workpeople fully employed: but in 
the great bulk of the trade, the trade using American cotton, 
the same unfortunate position still existed, spinning mills 
were running short time, and a great number of the looms 
manufacturing the heavy goods were still on short time. 
There did not really seem to be any reasonable prospect of a 
near resumption of full-time working. The only bright spot 
observable in the situation was that the trade was beginning 
to appreciate that a great many causes were contributing to 
this shortage, and were starting tocauvas the whole situation 
with a view to finding, if they could, some means of making 
it possible to resume full-time. It was satisfactory that 
the trade was seriously setting itsolf to work to find out 
what was wrong and how it could be put ri^ht. Of course this 
should have been done some time ago, but It was better to dv 
it now, even though it was rather late, than leaving things 
to drift. What tho result would be, of oourso it was 
impossible at the present time to say. 
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THE PRESIDENT said that he had been asked from time to 
time whether he would intervene and set up an enquiry, but he 
had taken the line that it was not his business to try to run 
the cotton trade. Anythine  h Q could usefully do, he would do; 
but the obvious thing for the members of an industry which 
was so very complicated, and v/here relations between employers 
and workpeople had been so close, was to sit down and work 
out their own proposals, and not to come to the Board of Trad^ 
to have proposals worked out for them. TJo had heard at the 
Council table for the last two years, in our reviews of 
foreign markets, that as compared with many other exporting 
countries v/e were not losing any ground, but we had to 
consider the increased activity of the internal producer in 
countries protected by tariffs, and on account of that 
internal producer we had to face the fact that, for some years 
at any rate, v/e could not sell the same amount of cotton goods 
as v/e did formerly. That was the position to which the 
industry had to adapt itself; that was really all the Board 
of Trade could say; and that was the kind of thing which was 
much better said quietly round the table by the industry 
itself. 

iiR. LEE agreed. If there was not work in the world for 
the whole of the spii:dles and the whole of the looms, the 
first ones to stop must bo those here, because we could not 
to-day produce at as low a prioe as foreign countries could. 
That higher cost of production resulted from a considerable 
number of things - rates, taxes, the cost of freight and 
carriage, -//ages, hours of labour, and the finance of the mills 
themselves. All those things could be better discussed, to 
begin with at any rate, by the trade itself than by a 
Commission. 

WOOL. 

MR. ARTHUR SHAW pointed out that a fairly long report on 
wool had been submitted at the last meeting of the Advisory 
Council, and the position had not materially changed since 
then. As far as the Bradford worsted trade was concerned, 
Llr. Shaw's last report had been a fairly good one. That 
position was maintained, and his Association^ figures 
indicated that, for the four weeks ending 28th Deoember, the 
latest period for which they could be obtained, the average 
number signing the unemployment book was 5.8);, this being the 
lowest figure during the whole of the twelve months. The 
actual percentage on the 28th of the month was 6,14%, as 
against 13.07% in December 1926. That figure would cover 
practically the Bradford district and the Keighiey and Shipley 
districts, v/hich was an area representative of the worsted 
section of the industry. 
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In the heavy woollen trade, unfortunately, the 
unemployment average for the month of December was 21.1%. 
At 28th December It reached 21.81$, as against 23.06$ in 
December 1926. In particular, the Batley district seemed 
very bad indeed; and when one turned to the similar class 
of trade in the Yeadon area it was rather astounding to 
find 25yb of the employees signing the unemployment books In 
the area, - the percentage had got steadily worse every 
week for 12 weeks. These were figures of the actual numbers 
who were signing the vacant books, but it did not necessarily 
follow that they were all totally unemployed. It was 
difficult to separate the totally unemployed from the short
time workers. 

The Euddersfield and Halifax trade remained very steady, 
the average figure for unemployment during December being 
6.9%. The figure at December 28th had been 7.74$, as against 
10.43$ in December last year. This was the general fine 
cloth trade. In the West Riding as a -whole, the unemployment 
figure at December 2Sth was 11.08$ as against 15.02$ in 
December 1926. 

The reports received the previous week from the West of 
England and also from Scotland were very good. Trade there 
was apparently very flourishing; there was very little 
unemployment at all, and they were working full time. 

THE PRESIDENT remarked that the figures given by Mr.Shaw 
at the last meeting of the Council, as distinguishing woollens 
from worsteds, had been examined and, substantially, verified. 
It seemed almost impracticable to secure from traders In 
general really accurate figures because, for instance, a 
merchant who was accustomed to deal in woollens would, in 
making his retvirns, describe all his goods as woollens, 
irrespective of any worsteds which might from time to time be 
included In them, - and conversel?:. The Board of Trade would 
try, however, to get some improvement Introduced in this 
respect. 

m. AYKROYD wrote:

"Since our meeting in December the markets here have 
gradually strengthened; this applies particularly to the 
last fourteen days. Confidence is increasing, and in the 
worsted section there is a feeling that we may expect rather 
better trade. At the present time there are about 70$ of the 
Combs in the district running, but it must be borne in mind 
that this is a period of the year when the new olip has not 
come to hand, so that stocks on the spot are at a rather 
low ebb. 

"The quantity of spinning machinery running since 
December is rather higher and will be in the neighbourhood 
of 90$. Some seotions are quite busy, notably the single 
yarn trade for export to Germany. 
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"The manufacturers are not well placed and 60^ will 
cover the number of looms running. In this section of the 
trade the high cost of production reflects more than in any
other, and consequently competition from abroad Is so severe 
as to take orders which would otherwise come here. 

"One cannot help but feel that if the West Riding could 
get Its cost of production down, all would benefit, as slowly 
and gradually the cost of production is going up abroad 
although It is still very much under anything in this country, 

"In the Batley and Dewsbviry trades there is little 
change to report from December. The piece trade shows no 
change, short time is prevalent and some firms are still 
running three days per week. The blanket makers are still 
well employed and business keeps up well in this section. 

"Woollen Yarns in this district. Makers are running 
full time and fairly well employed. Speaking generally 
regarding this district business Is quite as good as November-
December but is not running to full capacity all round. The 
raw material markets abroad all show a hardening tendency and 
there is a more general competition, all countries buying 
fairly freely with the exception of the United States." 

COLONEL WILLEY wrote :
nIn the wool textile industry, seasonal arrivals of wool 

have improved employment in combing. Worsted spinners are 
receiving more particulars, and are better situated. In 
worsted weaving a large additional number of looms have been 
set on in the last two months, and orders for both home trade 
and export have increased. Prospects for machinery employment 
generally are more encouraging. In the woollen section also 
more orders are being received, and some sections are well 
employed. In the hosiery trade there is fair activity, and 
it Is believed recent cold weather will have a distinctly 
beneficial effect on future orders, 

"Higher costs in this country, particularly wages which 
remain at 101 over pre-war, are a severe handicap, and give 
great advantage to foreign competitors in an industry like 
textiles where In spinning, for instance, production is 
positive and dependent on spindle speed." 

ARTIFICIAL SILK. 

MR. ADDISON did not think there was anything to add to 
his brief report to the Advisory Coufecil last month. The 
artificial silk section might still be regarded as the bright 
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spot in the textile trade, and, so far as one ootild tell, 
the outlook remained not unsatisfactory. Demand still 
exceeded the available supply, and the chief ground of 
complaint on the part of consumers was that th6y st3 11 had t 
be rationed to a certain extent. However, that position 
would probably change during the next twelve months, because 
some of the newcomers into the industry ought by then to be 
making their weight felt. 

CHEMICAL INDUSTRIES. 

MR. C.A. HILL reported that business in the home 
chemical trade had slackened off towards the end of November 
and during December, - as one would expect it to do at that 
time of the year, - otherwise the last quarter of the 
year showed a steady improvement in trade. The export 
trade had maintained its improvement, and some abatement 
had occurred in the intense competition from which the 
industry had been suffering, consequent, it was believed, 
on an increased demand for British products. 

In regard to prices, British makers of heavy 
chemicals had announced reductions for the New Year in 
the prices of several of their products, such as bleaching 
powder, soda ash, caustic soda and sodium hyposulphite. 

FOOD INDUSTRIES. 

SIR STANLEY MACHIN believed that the heavy indebtedness 
caused by the strike of 1926, and its effect on the 
consumption of the population, were being reduced and 
cleared off, and that an increased demand in the food trades 
might be reasonably expected. The overseas markets, also, 
certainly showed signs of encouragement. Sir S. Machin^ 
own company, which might be taken as an example of the whole 
trade, had more business on its books than it had had for 
many years, and its representatives in most markets reported 
that they expected to do an increased trade during the 
coming year. 

GENERAL TRADE, 

LORD GAINFORD washable to confirm, from the reports 
that had been received by the Federation of British 
Industries, almost everything that had been said at the 
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Council, The Federation did not anticipate a boom this year, 
but their view was quite different from that expressed by 
their Chairman at the beginning of last year, arid perhaps at 
the beginning of the year before. They felt, from the 
Information they received, that production in this country ?/as 
steadily increasing; and although the trade barometer was 
not going up very rapidly, still it showed a steady rise. An 
industrial activity could be seen in the home market v/hich 
was considerably greater than TO had seen before. The export 
industries, also, appeared at the moment to be more 
successful with their foreign competitors than they had been 
a few months ago, and there existed, as had already been 
mentioned, a tendency for wages on the Continent to rise, and 
a possible alteration of hours, which might help us in our 
competition with the foreigner. 

To take the principal industries separately, - although 
the production of pig iron from one point of view was 
disappointing, yet it was on a higher level than before the 
coal stoppage. The steel trade appeared to be somewhat 
patchy, and while some works had been very busy even during 
the holidays, and overtime had been paid, other works had 
entirely stopped during the holidays. The tin plate market 
had maintained its recent increase, although prices were 
unchanged. Steam coals had been in fair demand and the sale 
of industrial and domestic fuels had Increased. The 
improvement in the export trade had, also, been well 
maintained. Nevertheless, most of the coal producers were 
still losing money. 

Sales of cotton cloth for India had been fair, and 
encouraging advices had been received from China. In the Near 
East o-nd on the Continent, however, our cotton trade had been 
restricted. The tons of the new wool market had been firm; 
and increased activity was reported, though in worsteds 
rather than woollens. Boot and shoe manufacturers had been 
fully occupied, partly owing to seasonal reasons and partly 
to a possible increase in selling prices during the year in 
consequence of higher values of leather. 

In the chemical industry the outlook was better than it 
had been for some time past* In the pottery trade there was 
a slowing-up with the completion of Christmas orders. Export 
business was continuing to be rather better than had been 
anticipated. In engineering there was but. little change; in 
the Clyde area the shipyards continued to be active, and 
textile machinery business with the Far East and Rxxssia 
showed signs of improving, whilst some improvement was also 
reported In the machine tool section. Employment in the motor 
industry continued to improve. 

MR. GILBERT VYLE observed that, on the subject of trade 
in general, one could hardly say that the year that had 
recently closed had borne out the promise of its early 
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months; but, as far as one could see, the promise of the 
early months of 1927 still existed in 1928. It was on 
that account, he thought, that we could still look forward 
with some confidence to improved conditions of trade. It 
was difficult to say exactly why 1927 failed to fulfil more 
completely our anticipations. The conditions today seemed 
much the same as they had been 12 months ago, but traders 
were not pessimistic; they rsere hopeful that things would 
turn out a little differently this year. 

The general reports from the country seemed to confirm 
that things were not going back; there was a- slight 
improvement, and whatever improvement was made was being 
held, and steady business was going on. In many parts 
some anxiety existed as to new orders coming in, but on 
the average one could say that improjzjement was being 
maintained, and there was considerable confidence for the 
future. 

SIR STANLEY I.IACHIN said that his information confirmed 
the views of Mr. Vyle that the trading results of the past 
year were on the whole unsatisfactory. Not only, however, 
had it been exceedingly difficult to keep up the normal 
trade turnover, but even the business that had been done 
had very often been done without a reasonable margin of 
profit. Mr. Bond ha.d referred (see Section on Iron and 
Steel) to free imports in connexion with his particular 
industry. It might perhaps be of interest to the Council 
to hear that a leading American industrialist, in giving 
an address a fortnight ago on the industrial conditions In 
England as compared with those of America, started with the 
plea that America had the great advantage of a protected 
home market. It was of some interest to know the view 
taken in America on that metter. 

In connection "T&th the fviture, Sir S. Machin thought 
that the more optimistic outlook was to some extent 
justified. It was gratifying to hear of the large increase 
in the bankers' clearances, but this particular item was 
scarcely a true barometer of the state of trade in the 
country. As we all knew, the Stock Exchange had had a very 
busy year, and that naturally enormously increased the 
bankers1 clearances. The vastly improved outlook as between 
employers and employed was a factor which inspired more 
confidence, and was undoubtedly a very important one. 

CO-OPERATIVE WHOLESALE SOCIETY. 

MR. HAYHURST wrote:
"The past month has been satisfactory from a trading 

standpoint. Sales have been of the usual character, and I 
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am pleased to say we have had no untoward incident to cope 
with, notwithstanding the large orders placed with us in view 
of the Christmas season. On all sides I have reports of 
increased trade, 

"Grocery and Provisions. Two recent reductions in price 
have created an easy tone in Danish butter. Australian and 
New Zealand butter, at present prices, have been attractive. 
Towards the end of the month the market closed firmer. 
September matured Canadian cheese continues to command its 
price, with diminishing stocks. Lancashire cheese, with 
decreased milk production is, speaking generally, somewhat 
scarce. In flour and wheat the market of late has practically 
been unchanged. Recent large arrivals of Continental bacon 
and hams met witn good demand, resulting in a much steadier 
tone; prices generally were unchanged. Tho outlook,however, 
for Irish and Danish indicates shortened supplies, and no 
doubt higher prices will be the vogue. American has 
continued in light supply, which, however, has been ample 
for the lessened request for this class of meat. 

"The production of foodstuffs in the various factories 
has been satisfactory from practically every standpoint. 

"Drapery, Woollens and Furniture: In each section the 
sales during the past month have been of a satisfactory 
character, and I am not aware of any item calling for spe cial 
observation on my part. Salesmen speak optimistically of 
1928, 

"Tea. The last fortnight of December saw no Tea ;
auctions on the home market, sellers withdrawing all their 
lists until the New Year. The figures of stock shew more 
tea in bond than twelve months ago. This does not actually 
mean more supplies, but this year there has been more 
shipping space, and imports are ahead of last year. There 
will be less tea to come forward from the East. The shortage 
in the Northern India crop - which is half the worldrs 
supplies, - is now put at from 9 million lbs. to 28 million 
lbs,, and an acute position is likely to arise between now 
and April. The demand for tea continues from almost every 
country in increasing quantities, 

"Cocoa. The first weeks of December saw a drop in West 
Africa cocoa prices at home, and this was fc llowed by a fall 
in the Gold Coast and in Nigeria, This position was said to 
have beenforced by speculators at home who were booking 
"forward deliveries" at figures below the first cost on the 
Coast, orders seemed to have been booked to an appreciable 
extent, and to that extent orders were removed from tho Coast 
and in turn broke the combine (i.e. the Gold Coast) prices. 
But this last week has seen a rally on the Coast and prices 
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are quickly hardening. The home orders which were booked for 
forward deliveries will have to be fulfilled, so that a further 
hardening on the Coast is expected - followed by a general rise 
In the price position at home. The home trade in chocolate 
seemed to have reached a record output, except for parts of 
Lancashire and Yorkshire which are suffering from the ootton 
depression." 

GENERAL TRADE AND BANKING. 

MR. HOLLAND MARTIN said that some improvement In trade 
was Indicated in the Clearing House figures for the year, 
particularly in the country cheque clearings, where there 
had been a very steady Increase after the first quarter over 
the corresponding figures for 1926. That again was reflected 
in the provincial clearings, where there had been -several 
large increases In various portions of the country. The total 
Increase in the provincial clearings over 1926 for the last 
quarter of the year had been 9%%, which 1was quite satisfactory. 

Generally one found, except in the basic industries, 
a feeling of hope that this year would be better than last, 
and the prospects certainly appeared to be brighter than 
they had been for some time. 

MR. CURRIE reported that a large amount of money had, as 
usual, been borrowed by the discount market from the Bank 
of England over the end of the year. This had made money 
for the time being very easy; but, when the 3ank had been 
repaid, the available margin was not likely to be great. 
Meanwhile the three months bill rate had tended to decline; 
and the export of gold from the United States had encouraged 
a belief in some quarters that the 3ank of England rate 
might be reduced in the not distant future. 

During December an optimistic feeling had prevailed 
on the Stock Exchange. The applications for the new issue 
of Treasury Bonds had been on a large scale, and the list 
for fresh subscriptions was closed after two days. 
Gilt-edged securities generally had been firm and had 
shown rises In all cases. The increase In the totals of 
the Bankers' Clearing House had been referred to by 
Mr. Holland Martin. Mr. Currie desired to add only that, 
so far as it went, this was an encouraging feature. 



I 40 

SKIPPING. 

MR. ALEXANDER SHA?v pointed out that shipping freights 
remained stagnant; there had been only a fractional increase. 
Taking the 1S20 figure as 100, the November, 1927, figure was 
27.75, and the October, 1927,figure 27.34. Perhaps it was 
more interenting to take the 1S13, pre-war, figure as 100, 
In November 1C27 the comparable figure was 118.6, while in 
Ootober It was 116.8. Of course, the moral of these 
figures was that freights had not risen sinoe pre-war days 
to nearly the same extent as the cost of running ships. 

Mr. Shaw had no new figures with regard to tonnage under 
construction, but it had been gathered that, since the 
beginning of October up to the present, orders had been 
placed by British owners for shipping of about 350,000 dead
weight tons. The ooal export figures had already been 
given to the Council in one form, and Mr. Shaw desired to 
refer to them In another. The November and October figures 
of weight of coal exported from the United Kingdom were at 
the rate of about 50 million tons a year. The Chamber of 
Shipping, however, regarded 60 million tons a year as a 
fair average, and the exports were still considerably below 
that. The price of north country special Durham bunker 
coal in November remained at the very low figure of 15/3d, 
as compared with 17/3d. in January 1927. 

RAILWAY TRAFFIC. 

SIR JOSIAH STAMP observed that about the beginning of 
November, when estimates were to be prepared, It had looked 
as though the London Midland and 3cotfcisfo Railway would 
finish the year approximately on a level with the figures 
of 1925; but traffio fell away rather badly towards the end 
of November, mainly in the matter of coal. It was very 
difficult to give any dear lead as to railway prospects in 
the immediate future, because so many good plus figures were 
being cancelled by minus figures. Live stock from Ireland, 
for instance, showed a very disappointing figure, and It was 
quite impossible to say -that there was any strong tendency 
in any direotion. 

The year certainly finished in rather a disappointing 
way, as far aa could be tested by this Railway Company^ 
traffio; but, judging by the feeling of the different districts, 
there was now much the same kind of New Year optimism that 
had been shown the last four or five years on the turn of the 
year, and there was perhaps just about as much basis for It. 

MR. R. H. Hill handed in the following statement:
"7/e now have the railway reoeipts for 51 weeks of 

last year, and can compare them with a similar period 
in 1925. Reoeipts from general merchandise have 
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exceeded those of 1925 "by £4,£00,000, and coal accounted 
for a further increase of .-£2,000,000. On the other hand, 
passenger receipts were less than in 1925 by about 
£5,140,000 so that the net increase was about £1,260,000. 
December was a comparatively favourable month, so far as 
general merchandise v/ae concerned, yielding receipts 
approaching half a million sterling in excess of those 
of December 1925. 

:!The aggregate tonnage of freight conveyed during the 
first 10 months of the year was 9,000,000 tons, or 3.4$ in 
excess of that for 1925, coalft?.counting for 6,000,000 tons 
of this. Other heavy traffics which increased consider
ably over the tonnages for the corresponding 10 months o f 
1925 were iron and steel, which showed an increase of over 
2,400,CCO tons, or nearly 18$, and ironstone and iron ore 
with an increase of over 1,000,000 tons, or 12$." 

EMPLOYMENT. 

MR. PHILLIFS said that the unemployment figures in 
the latter part of the year had been somewhat disappointing 
The increase usual in the Autumn had continued to a later 
date than usual, and the reduction which was anticipated 
\3tX5h year In the weeks before Christmas did not begin until 
the second week of December. In the three weeks up to 
19th December there had been a fall of 45,000, and the 
figure on the 19th December was 1,099,900. This total 
waa rather less than the corresponding figure for 1924, 
and much less than the corresponding figure for any other 
year since 1920. It might be of interest also to note 
that the average weekly live register for the year 1927 
was 1,112,000, whilst for the previous years since 1920 
the lowest figure had been in 1924, when it was 1,131,000,s 
that this year had shown a figure about 20,000 less than 
the lowest previovis figure since 1920. 

THE PRESIDENT observed that, as Mr, Phillips had 
explained at a previous meeting, the unemployment figure 
gave only a partial picture. In order to get a more 
complete one, due allowance would have to be made for the 
net number of people absorbed into employment. 

CONDITIONS IN AUSTRALIA. 

:A note was received from MR. S iVi!DERS.01T to the 
following effect:-

Better weather has occurred in the pastoral and 
agricultural districts of Queensland and New South 7/ales. 

file:///3tX5h
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Good rainfalls were experienced on the coasts, and good 
rains were widespread over the interior, though decreasing 
to far westward. Conditions over the eastern coastline 
and the Pacific slope have been improving for some time 
and a good season is expected there, whilst pastoral 
prospects are muoh brighter over the Interior, and 
indications point to improvement gradually extending 
to the remainder of the dry areas. 

In South Australia there have also been useful though 
light rains, but the harvest will hardly be up to the 
average, and stock in the far northern Interior have been 
losing condition. The Victorian harvest will also be below 
the average, though here - as in other States - the crops 
are yielding better than was at first anticipated. In the 
north-east the season has turned out particularly well, 
and in Tasmania the good rain in early December has com
pletely changed the outlook:, and cereals and pastures have 
greatly Improved. 

INDIAN TRADE. 

MR. LINDSAY said that the chief point of interest 
this month as regards. India arose from the currency and 
financial situation. The remittances due to this country 
during the current financial year had been estimated by 
the Pinanoe Llember at £35^ million, and up to the end of 
November he had made very little progress in sending that 
amount home . In the exchange market he was always trying 
to hold out for l/6d, the market would rarely give him 
more than 1/5 3l/o2d, and that odd 1/32 seemed to have 
been rather a stumbling block, Ke had met the situation 
by standing out of the market almost completely for one 
week, with the result that he had got l/Gd ever since, and 
was now in the position of having remitted nearly £28 
millions out of the £35^. 

This year the crop outlook was distinctly good. As 
a result, larger amounts of currency were necessary to 
finance the crops, the bank rate was pushed up in December 
from 5£ to 6£, and again from 6£ to 7£, and the Imperial 
Bank of India had had to make use of the provisions under 
which it was entitled to borrow additional currency from 
the Government at 6£, It had already taken 4 crorea at 
this rate, and there was a balance of 8 crores left which 
it might take at a rate of The Bombay cotton crop 
showed an advance over last year of 15;:, in acreage and 
of 30^ in yield. That was a very surprising result con
sidering that last August Bombay was complaining of floods. 
It showed the extraordinary vitality of Indian agriculture 
that the whole of the ootton sowings in many parts of 
Bombay had been literally washed away; those areas had 
had to be re-sown, and the re-sowlngs were so successful 
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that the crop output this year had increased by 30J3. The 
other crop3 were also in a satisfactory position. Rice was 
about normal at 30 million tons. It was too early yet to 
say much about wheat, hat the oil seeds and sugarcane crops 
showed a distinct advance over the previous year, 

Burma rice had been suffering rather severely from the 
competition of Italian and Spanish rice. India, it was true, 
was making up a certain amount of the lost ground, because 
Italy and Spain were buying Burma rice to feed themselves 
while they exported their own rice. So far indeed she has not 
in fact, lost very much ground, but it had to be admitted 
that the Spanish and Italian rice were distinctly better 
than her own, and vrere accordingly receiving encouragement in 
Continental markets which the Indian product did not get. 
As a counter blast, the Gerrnan rice importers - who had 
handled Burma rice in the past and did. not want to change 
over to the Italian and Spanish, - had organised propaganda 
In Germany for the consumption of Burma rice, and naturally 
the Indian interests were doing all they could to help that 
propaganda by films and exhibits at German exhibitions and 
so on. 

In regard to her exports of pig iron India had been 
threatened in three distinct markets, - Japan, America and 
Australia. The Japanese proposed, to put a heavy duty on pig 
iron (which cams almost entirely from India) in retaliation 
for the recent increase in her duties on cotton yarns, 
although no discriminating duty had been put on against 
Japan as had been recommended. However, the duty on pig iron 
had not yet been imposed and just possibly It night not be. 
America had talked of increasing the dut;/ on Indian pig iron 
as a result of differences between export and local consump
tlcn prices. Hov/ever, those prices had now gone against 
America by $2 a ton and therefore there was no question now 
of that duty coming on. Australia thought of putting a duty 
on Indian pig Iron because the Indian exchange was now l/6d 
instead of being 2/- (the old official rate) - but there also, 
on consideration of the facts of the case, it had been 
agreed not to impose the additional duty. India was, 
however, more than threatened with, she was suffering from, 
an increased d.uty on magnesite in America, apparently 
designed to protect American supplies, and against that duty 
there was understood to be no appeal. India had, therefore, 
to be very much cn the look-out as to the treatment of even 
her raw produce in the tariff policies of foreign countries. 
As to manufactured goods, the United Kingdom was the only 
country in which she could sell them. Further, buying 
prospects were distinctly good. Indla's imports had 
increased quite considerably during 1927 as compared with the 
year before. 

SOUTH AMERICAN TRADE. 

Fir. HOSE wrote;- "The first official estimates of the 
fine cereal crops in Argentina were published on 17th December 
last, and placed the probable production of wheat at 



6,530,000 tons, against 5,010,000 tons last season; that of 
linseed at 2,160,000 tons, against 1,755,000 tons; and that of 
oats at 940,000 tons, against 952,000. Cable advices since 
received from the Republic Indicate that good progress Is being 
made with the harvest. Reports of the threshing operations 
confirm that the yield will be heavy and of good quality in the 
greater part of the agricultural zones, the yield of wheat, 
except in the southern districts, promising to be as much as 
30 per cent, more per acre than last year. There seems no 
doubt that the total Twheat shipments will show an increase, 
while maize sowings may constitute a record. 

';Official statistics of Argentine foreign trade continue 
to reflect the remarkable expansion in the exports during 1927, 
although shipments naturally showed a tendency to contract 
towards the latter part of the year, pending the harvesting of 
the new crops. The latest available figures show that the total 
value of exports for tho first ten months of the current year 
was £857,769,000 (gold), as compared with $678,045,000 in the 
corresponding period of 1926, while imports amounted to 
$696,334,000*"(gold ), against $690,764,000. The visible surplus 
of exports for the period was thus as much as $161,435,000 "(gold) 
against an excess of imports of $12,719,000 In the corresponding 
period of 1926, and there is little doubt that the final figures 
for last year will show a favourable balance of merchandise 
trade ranking among the highest recorded in the history of the 
Republic. 

"In Uruguay, importers of textiles report that stocks have 
diminished considerably, and that the situation is steadily 
improving. Sales are more active, and collections are being 
made with greater freedom. Satisfactory progress is being made 
with the harvest, and it is generally anticipated that the yield 
of vrheat will be one of the largest the country has experienced. 

!iSales of Chilean nitrate of soda continue to be made on a 
satisfactory scale, and the total amount disposed of since the 
introduction of free selling exceeds 2,625,000 metric tons, 
including 68,000 metric tons disposed of for shipment after July, 
1928. The great improvement in the demand for Chilean nitrate 
which has occurred In recent months has been due largely to the 
reduction in prices, but It is of interest to note that a 
contributory cause is stated to be that consumers, after having 
had an opportunity in the past few seasons of comparing in actual 
use the relative qualities of synthetic and Chilean nitrate, have 
shown a definite preference for the latter, when offered on a 
competitive basis. Over sixty oficinas are at present in 
operation in Chile, while more are preparing to re-open, and 
estimates point to a monthly production of some 250,000 tons 
becoming possible In the early future. The outlook, however, 
appears uncertain, owing to the fact that considerable difficulty 
may be experienced in securing labour, once the present stocks of 
caliche are exhausted and output becomes entirely dependent upon 
fresh extraction. Meanwhile, a slightly increased movement in 
trade is reported in the northern districts, although no marked 
improvement has occurred in the general commercial situation. 

*" *Ct O 



"In my last report to the Council, I mentioned that 
arrangements were being made for the Issue in New York of a 
further loan on behalf of the Peruvian Government. The issue 
which was for an amount of $50,000,000, in the forTi of 6 per 
cent. External Sinking Fund Gold Bonds, offered at the price of 
91*- per cent., was successfully floated on 21st December last. 
The prospectus stated that the proceeds of the Issue wculd be 
devoted primarily to the retirement of external secured loans 
or obligations of the Republic, on which the service charges 
were comparatively high. The balance would be utilised for the 
repayment of certain short-term indebtedness; the establishment 
of a gold exchange fund in connection with the stabilisation 
of Peruvian currency; the payment of the Republic's share of 
the capital of the Mortgage Bank of Peru, shortly to be created; 
t',:e construction and improvement of dock and shipping facilities 
in the harbour of Callao; and the construction of public works. 
During the course of December, an improvement occurred in the 
exchange value of Peruvian currency, possibly owing to the 
sentimental effect of the flotation of the loan, the premium on 
sterling being reduced from "-4-f per cent, in the early days of 
the month, to 2if per cent, on the 14th. A re-action has since 
ensued, the quotation being now 23^- per cent., but no announce
ment has as yet been made as to the level at which efforts will 
be made to effect stabilisation. Meanwhile, business in the 
import markets in Peru has been quiet, although trade in the 
Interior is stated to be satisfactory. 

"The economic situation in Mexico remains extremely 
difficult, but it would appear that a feeling of increased 
optimism is developing in commercial circles. This change may 
be attributed chiefly to evidences of an improvement having 
recently occurred in relations between the United States and 
Mexico, which should make further progress as a result of the 
passage through the Mexican Congress of legislation amending 
Articles 14 and 15 of the Constitution Act of 1917, which had 
the effect of restricting the rights of petroleum companies 
holding concessions secured before the passing of the Act. A 
Pan-American conference is due to open at Havana this month, and 
the effect of the slackening of tension in Mexican-American 
relations will no doubt be reflected in the course of proceed
ings there. 

"in general, commercial conditions In Brazil have been 
quiet during the past month, although an improvement Is expected 
in some quarters during the early months of 1928. The movement 
of imported textiles in the Rio de Janeiro market is limited, 
although not altogether unsatisfactory. Latest returns to hand 
of Brazilian foreign trade cover the first eight months of 1927, 
and shov that imports amounted in value to the equivalent of 
£52,157,000, as compared with £52,833,000 in the corresponding 
p-.rlod of 1926. Exports totalled £52,781,000, against 
£60,469,000, so that the surplus of visible exports was only 
£624,000, as against £7,636,000. 

"Exports of coffee during the first eight months of last 
year were valued at £30,815,000, a reduction of £8,549,000, as 
compared with those during the corresponding period of 1926. 



The reduction is attributable to the decline in prices of 
coffee, for Jt is to be noted that the number of bags shipped 
during the period in 1927 was 9,060,000, representing an 
Increase of 522,000 bags. Cable advices recently received 
from Rio de Janeiro state that the sanction of the President 
of Brazil has been given to a resolution passed by Congress, 
which authorises the Federal Government to regulate trade in 
coffee between the various States of Brazil and between 
Brazilian and foreign ports by the establishment of restric
tions on that traffic. The measure was apparently necessitated 
by the failure of the States of Minas Geraes and Rio de 
Janeiro to fulfil the letter of their agreement in regard to 
entries into the Port of Rio de Janeiro, and its passing into 
law should enhance the effect of the regulations for the sale 
of coffee under the control of the Convention set up in the 
latter half of last year. 

"Considerable uncertainty Is expressed in Venezuela in 
regard to the prospects of an improvement in the commercial 
situation. In fact, no general recovery is anticipated until 
the middle of 1928, by which time, provided the outlook for 
the next harvest is good, a return to normal conditions should 
take place. There have not been many failures, but the credit 
situation is difficult. 

"In regard to the situation in the other Central 
American countries, no change of importance has been reported 
since the date of my last Report to the Council." 



ANNEX. 

Some leading statistical data Indicating the trend of the Economi 

(Information received up to date of circulation of I 

Employment: 
Unemployed on Live Register (including 
persons on short time receiving 
benefit) 

Railv/ay Receipts week ended -
Goods Traffic (Gross).. ,
Passenger Traffic (Gross)..... 

Production: 
Coal, output during week ended. 
Pig Iron output during month.. 

Steel output during month. 

Prices: Wholesale: 
"Board of Trade Index No. (1913 = 100): 
Food 
Materials 
Total. 

United Kingdom Tradeff: 
Net Imports 
Exports (Domestic Produce) 

Vessels laid up in United Kingdom 
ports: 

British 
Foreign 

Shipping Freights: 
Ohamber of Shipping Index No. (1920 

100) 
Bank Clearings: 
Country Cheque and Provincial, week 
ended 

Percentage of Advances to Deposits 
(London Clearing Banks) 

Ldxaoy Market: 
Bank Rate 
-Market Rate 3 months' Bank 
Bills V 

Discount (3 months' Treasury 
Bills) 

A 
Latest. montHI 

earliJ 
2nd Jan. 
Wholly un
employed... 
Other 

7th Jan. 

31st Dec 
December 

it 
H 
tt 

it 
ft 

1st Oct. it 

! November 

7th Jan. 

November 

875,400 793, 
456,900 355, 

1,332,300 1,149, 

£1,645,800 £2,183,1 
£1,280,300 £1,307,1 

Tons . Tor] 
3,240,000 5,027,1 

559,100 575,1 

604,900 698,1 

151.0 152. 
134.7 135. 
140.4 141. 
£ £ 

95,079,853 96,860, 
58,833,924 70,609, 

Net tons. Net t 
267,235 1st July 4! 

5,604 

27.75 27. 

110 ,973,000 96 ,424, 

53.8 53. 

14th Jan. 4-4 

12th Jan. 4^ - 5/l6f, 45A 

13th Jan. £4.4 .4.31d. £4 .6.6. 

* Approximate weekly average for December 1913. 
tHonthly average-for 1913. 

tfThe figures for 1913 represent the external trade of the British Isl 
figures shown the trade of Great- Britain and Northern Ireland wit 
included ao external trade. 
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At corres
ponding date 
in 1913. 

No 
comparable 

data. 

£1,140,100 
£795,500 
Tons. 

5,720,000* 
855,000f 
638,600f 

Averages 
for 1913 = 

100. 
£ 

61,387,105 
43,327,674 

Net tons. 

Average 
for 1913 = 

23.40. 

49,028,600 

47/lB- & 

f the Economic situation in Great Britain. 

rculation of minutes). 

A 
month 

earlier. 

,400 793,960 
",900 j 555,688 

2,300 J 1,149,648 
£2,183,800 
£1,307,000 

Tons. 
5,027,700 

575,900 
698,700 

152.0 
135.4 
141.1 
£ 

,853 96,860,847 
S,924 70,609,651 
Jons, j Net tons 
',235 pLst July 433,835 354,805 i 
i,604 6,329! 16,252! 

I1.75 

,000 

.6 

16$ 

Id,

A 
year 
earlier. 

989,796 
506,043 

1,495,839 

£1,888,900 
£1,308,800 

Tons. 
3,884,200 

Apr. '26,539,100 
Jan.'27.434,600 
Apr. '26.661000 
Jan.'27 . 730,700 

155.0 
141.2 
146.1 
£ 

101,764,666 
49,707,394 
Net tons.! 

27.34 46.48 

96,424,000 107,500,000 I 

53.4 53.6 
5-fo 

45/L6$ .3 I 
i £4.6.6.55d. £4.3.4.65d. 

Two 
years 

earlier. 

916,987 
554.719 

1,251,706 

£1,886,100 
£1,392,700 

Tone. 
4,051,600 

503,400 

606,800 

163.0 
146.2 
152,1 

£ 
119,631,436 
65,768,661 

Net tons, 
556,567 
17,797 

26.07 

£ 
105,432,000 

51.5 
5 $ 

13 

4f - /L6% 

£4.16.7.85d, 

lo British Isles as a unit; in tho other 
In Ireland with tho Iri3h Free State is 
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/Al t lATIOHS B E F O R E THE WAR. T H E AVERAGE F I B I I R E S OF E A C H MOUTH FOH TEH C O H S E O I I T I it Y E A R S 
ENDED OOT 11112" DEO 1015 HA/E HEEIN P L O T T E D ON [ I I I I I I ILE T H E S C A L E OF THE 1 'OST-WAU F I G U R E S . 

F U L L LIMc "3 MONTHS RANK HILLS. 
n.I)IS(!OIIHT RATES I IHOKCN L INE 3 MONTHS TREASURY HILLS 

OCT HOY DEC .IAH FED MAP. AI'L MAY JIIN .IIIL AtlG SEP OOT HOY DEO 
1020 1027 



F L U C T U A T I O N S DURING THE PERIOD OCTOBER 1926 DECEMBER 1927. 

OOT M ) V DEC JAM FED I1AK A I ' L N A Y .IIIN .IIIL A U C S E P OUT HOV DEC 
i i lS I ! 11)27 



Statement made at the meeting of the Advisory Committee 
to the Department of Overseas Trade held on Wednesday, 
the 14th December, 1927, regarding the export trade 
position. 

MR. WOOLCOCK (chemical trade) said that on the whole a general 
improvement had In the last six months been evidenced, particularly 
in the heavy chemicals, though less so in the fine chemical trade. 
The dyestuffs trade was practically stationary. A good export 
trade-; was being conducted in tar products, particularly in creosote 
and pitch. 
MR. BRUCE- GARDNER (iron and steel) stated that the exports of iron 
and steel in November amounted to 399,000 tons, which was the highest 
figure reached since May, when 422,000 tons were exported. 

Unfortunately, we still suffered from large imports, which 
were 72,000 tons higher per month than in 1925 and 100,000 tons 
higher than pre-war. The galvanised sheet section of the trade 
was experiencing a quiet period and the financial difficulties 
which had arisen in India were mainly responsible for the position. 
He understood that the stocks in India at the present time totalled 
from 25,000 to 30,000 tons, and it was not expected that any 
important change would occur until February. The tin plate trade 
was very quiet indeed, although a little better than recently. 
The trade had agreed to curtail output and close down for a few 
weeks. While the heavy iron and steel trade was not In a happy 
position, the situation in Germany might materially affect the 
industry. 

MR. HI CHENS (shipbuilding) stated that the ship-building trade was 
in a depressed condition, though there were more orders. In his 
opinion there was not enough work to go round owing to the increase 
in the number of shipbuilding slips during the war. Another point 
was that in the 80's of the last century Great Britain used to 
build over 80 per cent, of the ships of the world, now we are 
building 40/50 per cent. only. 

The railway carriage and wagon trade v/as rather better off, but 
prices were cut. 
MR. LEE (cotton spinning) could not offer an encouraging report in 
relation to cotton textiles, particularly the bread and butter 
trades, which were on short time and were losing money. It was 
impossible to produce at the same cost as our competitors owing tc 
our shorter hours and higher wages. He expressed the opinion 
that Lancashire would only secure work when there was sufficient 
demand to keep all the ?/orld's spindles going. The fine trade, 
such as dress goods, etc. had done much better. 

In reply to Mr. Hacking, Mr. Lee stated that he thought that 
it was possible to turn over the machinery to making finer counts, 
but that as regards hereditary skill and climatic advantages he 
thought we now had no pull. The skill of our competitors was 
equal to ours while the degree of humid if ication could easily be 
arranged. In fact, in relation to skill he thought that in 
weaving the French were better than the Lancashire operatives. 
What was important, however, was that tho countries which had 
signed the Washington Convention were not observing it. It was 
not only a question of wages but that of hours, and our competitors 
were working a 60 hour week in many cases and in addition employing 
women and children on night shifts. 

Mr. PARKER/ 



MR. PARKER (boots and shoes) said'that in his trade our 
competitors were working longer hours for lower wages. As 

* regards exports, progress was upward and we were slowly recovering 
trade. A serious matter which had arisen recently, however, 
was the shortage of raw material. The United States was a 
large buyer of hides from the Argentine at high prices, and he 
understood that these hides were being exported to Russia. 
To-day our exports to the United States of America of hides 
and dressed leather had shown a material increase over any 
previous year. During the first eleven months of 1925 
98,000 cwts. of dressed leather were exported to the United 
States as against 180,000 cwts. in the corresponding period 
of 1927. 

MR. JOHNSTON (pottery) reported that a change had come over the 
position in the pottery trade. Since June last, Germany, 
France, Czechoslovakia and Holland were exporting to this 
country earthenware at 40-50 per cent, below the price at which 
British manufacturers could produce. He had had reports from 
Australia and South Africa that certain semi-porcelain goods 
were being imported from Holland at 50 per cent, und^r the 
prices he was in a position tc quote, and it was interesting 
to note that a Dutch firm had complained that they had to pay 
£2.4.0d. a week in wages, while the Belgians and Germans only 
paid 35/-. In this country our manufacturers had to pay no 
less than £4. 

As regards sanitary earthenware, before the war the 
business was almost entirely in the hands of British manufacturers, 
but since the war the Dutc-i were able to send goods into this 
country at 30 per cent, under British cost. The situation was 
so serious that the only remedy appeared to be in an allround 
reduction in wages of 20%. 

MR. ROWLAND (agricultural machinery) reported that in the open 
market they could meet competition from the United States in 
the Argentine and South Africa, but the prevailing tariffs 
everywhere made business difficult. In connection with Australia 
he referred to the pressure which was brought to bear upon local 
bodies to purchase Australian-made goods to the exclusion of 
British. He hoped that the Department would bear this important 
question in mind when any opportunity offered with regard to the 
Australian tariff and also the South African tariff. Mr. Hacking 
replied that this matter was constantly before the Department, 
Lnough naturally the position was rather a delicate one. 

MR. VYLB (hardware and metals) was able to discern some little 
encouragement from the November trade returns. Speaking broadly, 
trade was anything but satisfactory, but was an improvement on 
what had gone before. He stated that at a later meeting of the 
Committee he hoped to draw attention to the discrepancies which 
existed in freights from the United Kingdom ports as compared with 
continental. He explained that it was possible to ship goods from 
Hamburg and Antwerp at a rate of 15/- per ton, whereas goods of 
the same classification on the same boat when shipped from the ' 
United Kingdom ports were charged 60/- to 70/- per ton. In 
consequence of tnis, shippers were often compelled to send goods 
from this country across to Antwerp with a view to avoiding higher 
freight charges. This matter was, however, being examined 
by a small committee and their conclusions would be put before 
the Department at a later date. 

In/ 



In general, he thought that o//ing to the growth of manufacture 
in what had hitherto been importing countries, it might be 
necessary for manufacturers here to concentrate on special 
quality and special design, though this would inevitably result 
in a reduction of volume of trade. 

MR. EMS LEY (worsted industry) mentioned that for the ten months 
pf the year as compared with 1925 we retained 80,000,000 lbs. 
more wool. He pointed out that the export of tops were greater 
by 10,000,000 lbs. having Increased from 25 to 35 million pounds. 
The export of yarns had advanced to 56,00 0,0 00 lbs. from 
43,000,000 lbs. but the exports of the finished, article were down 
by 13,000,000 square yards, while imports had increased by 5,000,000 
square yards. The decrease of exports was due to some extent to 
the confusion in the Far East. 

Speaking generally, he. thought that we were holding cur o?m 
in the better class of trade and were even able, in spite of the 
high tariff barrier, to export cloth to America. In the lower 
grade cloths we were finding it difficult to maintain our position 
but In any case we were not importing such quantities of the 
inferior quality cloth as we did before the war. 

Considerable difficulty had arisen in his trade over the 
v/ages question and he emphasised the necessity for a reduction in 
the cost of living. 

MR. DODwELL (China merchant trade) speaking of the Chinese trade, 
said that his firm had done better this year than last, though 
this only meant they had not lost so much money. There appeared 
to be a gradual improvement in trade. The slight improvement he 
had mentioned did not extend to the cotton piece goods trade. 

COLONEL PEEL (export credits) reported that the character and scope 
of the scheme had changed considerably during the past year. The 
outstanding feature of the new scheme was the floating contract, 
by which risk could be insured without the bills having to be 
separately guaranteed. It was interesting also to note that the 
Committee over which he presided did not find it necessary to 
refuse so high a pruportiori cf applications that were received. 
The chief point about the Government scheme was that, in the case 
of a loss, payment was made on the due date and it was not necessary 
for the assured to wait until varit.ua conditions had been fulfilled. 
The scheme was, however, still in the nature of an experiment, and 
he could not make any prophecy as. to its ultimate effect. The 
danger was that manufacturers would select risks against the 
Department, but the remedy for this was that firms should be 
invited to insure the whole of their risks, the good with the 
bad so far as it fell within the scheme. As he had reported, the 
volume of business that was being undertaken showed a considerable 
increase. This was making possible reductions in the rates 
charged, which would itself stimulate further business. 

http://varit.ua
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SECRET. 
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C A B I IT S T. *"* 

CHILDREN BILL. 

Memorandum by tho Home Secretary. 

At a recent meeting of the Cabinet I mentioned my 
proposal to introduce a Bill to amend the Children Act, 1908, 
and I think my colleagues may wish to have a brief sketch of 
the object and scope of this Bill. 

The Children Act, 1908, which was popularly kno"'n as the 
Children's Charter, was a notable attempt to bring together a 
number of scattered provisions in regard to the protection of 
neglected children and the treatment of young offenders. It 
strengthened the law in many directions and introduced some new 
features, especially the system of Juvenile Courts. Since 
then considerable progress has been made in tho methods of 
dealing with this problem and the time has cone for reviewing 
the Children Act in tho light of the experience which has been 
gained. Different parts of the field have been covered by the 
enquirioc of three Departmental Committees which have been held 
in the last few years, and tho main object of the Bill is to 
give effect to recommendations made by these Committees. 

(l) The Child Adoption Committee issued three reports. 
The first two dealt with the question of adoption and effect 
has already been given to its recommendations in the Adoption 
of Children Act, 1926. The third report dealt with (a) baby
farming, and (b) tho inspection of voluntary homes for poor 
children. 

As regards (a), the Committee recommended certain 
amendments of Part I of the Children Act, 1908, which relates 
to the protection of infant life. The main proposal is that 



the local Education Authority instead of the Guardians should 
in future administer the lav;. I understand that the iiinister 
of Hoalth, who is the Central Authority in rospect of this 
Part of the Act, is in agreement with the recommendations. 

As regards (b) the proposal of the Committoe is that all 
Homes for the maintenance of poor children which are supported 
wholly or partly by voluntary contributions should be 
registered and that the existing powers of inspection vented 
in the Secretary of State should be strengthened. 

(2) Another Committee which reported at the end of 
1925 considered the question of sexual offences against young 
people. It made two groups of recommendations. The first 
group contained proposals for amending the law and procedure 
of Courts in the trial of offences of this character. The 
problem is admittedly a difficult one and the expediency of 
several of the recommendations Is open to doubt. I have 
asked the Lord Chief Justice for his opinion before deciding 
to make any changes in the law. 

The second group of recommendations deals with the care 
and protection of young persons in respect of whom sexual 
offenceo have been committed or who are falling into bad 
associations. These are generally acceptable and will be 
covered by the proposed Bill. 

(3) The Third Committee enquired into the whole question 
of the treatment of young offenders and neglected children and 
young persons. Part of the report of the Committee which 
refers to offenders between 17 and 21 is beyond the scope of 
the Children Act and is being considered separately. Host of 
the other recommendations, which relate to younger persons and 
which appear to me to be based on sound principles, are being 
incorporated in the new Bill. It is unnecessary for me to 
mention those recommendations in detail, but the following are 
among the moro important changes:
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(a) Provision will bo made for developing the Juvenile 
Courts further on existing lines. Tho constitution 
of such Courts will be subject to rules to be made 
by tho Lord Chancellor and the procedure will be 
simplified. 

(b) For the purposes of the Juvenile Courts and for 
other purposes in the Children Act a young person 
will be defined as under the age of 17 instead of 
under 16 as at present. 

(c) Provision v/ill be made for the better examination 
and observation of young offenders during remand. 

(d) A number of changes will be made in the provisions 
regarding Industrial and Reformatory Schools so 
as to give greater facilities for the admirable work 
which these schools are doing. 

(e) Capital punishment will be abolished under 18. 
This only gives legislative effect to what has been 
the practice for many years. 

(f) The provisions of the Children Act for the welfaro 
of neglected children will bo strengthened and 
extended. 

In view of strong representations which have been 
made to me about the evils of betting among young persons 
I propose to include a clause in tho Bill to deal with this 
matter. 

Opportunity will also be taken of including a number 
of minor amendments of the Children Act which experience 
of its administration has shewn to be necessary. 

I believe that public interest in child welfare in 
this country has never been keener than it is at present. 
There is evidence of widespread interest in the proposals 
which have been made by the Committees of Enquiry and the 
Bill to give effect to them is likely to receive warm support 
from many quarters. 

W.J.H. 

16th January, 1928. 
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CABINET. 

SPECIAL REPORT ON UNEMPLOYMENT. 
No. 153. December 1927. 

THIS Report gives a summary of the recently published returns of 
unemployment in the various industries. In Table (A) is shown the course of 
unemployment during December, while Table (B) gives an analysis of the number 
of persons on the registers of Employment Exchanges in Great Britain at the 
19th December, 1927. 

(A.)—Number of Persons on the Registers of Employment Exchanges in 
Great Britain. 

1925. 1926. 1 1927. Increase(Increase(++ )) 
oorr 

—— DecreasDecreasee (—(—)) 
Dec. 21. Dec. 20. Nov. 28. Dec. 5. Dec. 12. Dec. 19. sincsincee 

NovNov.. 28,192728,1927.. 

'' MeMenn .. .. 896,386 1,040,617 916,84916,8455 923,383 911,063 903,211 - 13,634 
BoyBoyss 25,865 29,865 32,0532,0500 31,515 29,545 27,218 - 4,832 
WomeWomenn 157,953 209,829 167,06167,0699 166,570 158,397 146,108 - 20,961 
GirlGirlss .. .. 22,196 29,428 29,2629,2666 28.180 26,218 23,515 - 5,751 

Total.Total... 1,102,400 1,309,739 1,145,231,145,2300 1,149,648 1,125,223 1,100,052 - 45,178 

NOTB (1) : The above figures represent the number of persons registered at Local Offices as applicants 
for employment. In the main they relate to persons who had claims to benefit current and were not at 
work on the dates given. 

(2) The figures for the 20th December, 1926, were affected by the - dispute in the Coal Mining 
Industry. 

(3) No return was issued in respect of the 26th December, 1927. 
(4) The latest figure available, viz., for the week ended the 16th January, 1928, is given in Part (D) 

of this Keport. 

(B.)—Analysis of the Number of Persons on the Registers of Employment 
Exchanges in Great Britain at the 19th December, 1927. 

Increase ( 4-) or 
Decrease ( - )Men. Boys. Women. Girls. Total. since 
Nov. 28, 1927. 

Wholly unemployed 663,639 21,839 79,078 19,392 7S3.1J4S - 4,100 
Temporary stoppages 176,003 5,280 66,383 4,117 251,783 - 39,531 
Casuals.. 63,569 99 647 li 64,321 - 1,487 

Total 903,211 27,218 146,108 23,515 1,100,052 - 45,178 

["17004' 



The percentage of unemployment (Great Britain) in the insured industries at 
the undermentioned dates was— 

December 21, 1925 .... .... .... .... 10*1 
20, 1926 .... .... .... .... 11*7 
19, 1927 .... .... 9"8 (men only 11*8) 

(C.)—Unemployment in Insured Industries. 

The latest date for which unemployment figures by industries are available 
is the 19th December, 1927, at which date the percentage unemployed in Great 
Britain and Northern Ireland was 9'8, as compared with I0"0 at the 
21st November, 1927, with 11*9 at the 20th December, 1926, and with 10*4 at the 
21st December, 1925. The figures at the 19th December, 1927, in respect of 
industries showing appreciable variations in unemployment during the month,
together with the increase or decrease as compared with the previous month and 
with a year ago are given in the table below :— 

InsureInsuredd PersonPersonss Increase (4 - ) or Decrease ( - ) 
recorderecordedd aass compared with— 
UnemployeUnemployedd 

IndustryIndustryIndustry... aatt DecDec.. 1919,, 19271927.. Nov. 21, 1927. Dec. 20, 1926* 

Per- Per- Per-
Number. Number. Number. 

centage. ceutage. centage. 

All Insured Industries 1,194,305 9-8 - 15,381 - 0-2 -237,535* - 2-1* 

Coal Mining 207,256 17-3 - 14,498 - 1-2 + 82,373* + 7-1* 
Cotton 56,924 10-0 - 12,729 - 2-2 - 19,638 - 3-2 
Distributive Trades 75,211 4-8 - 7,460 - 0-4 - 16,078 - 1-2 
General Engineering, Engineers' 

Iron and Steel Founding 56,638 9-4 - 3,005 - 0-5 - 40,095 - 6-3 
Hotel, Boarding House, Club 

Services  . .  . . 27,9"6 8-9 - 2,494 - 0-8 - 3,131 - 1-7 
Textile Bleaching, Printing, Dye

ing, &c. 13,560 11-2 - 2,277 - 1-9 - 7,380 - 6-4 
Construction and Repair of Motor 

Vehicles, Cycles and Aircraft 16,000 6-9 - 2,138 - 0-9 - 3,053 - 1-6 
Cocoa, Chocolate and Sugar Con

fectiouery 5,273 6-7 - 2,120 - 2-7 - 3,792 - 5-1 
Steel Melting and Iron Puddling 

Furnaces, Iron and Steel Rolling 
Mills and Forges 44,248 22-7 + 2,260 4- 1-1 - 22,724 - 1 1 - 8 

Public Works, Contracting, &c. 35,197 20-8 + 2,714 + 1*6 - 1,136 - 1-3 
Pottery, Earthenware, &c. 15,221 21-0 -t- 5,600 + 7-7 + 728 + 1-4 
Building 135,676 1C-0 + 23,889 + 2-8 + 27,173 + 2-5 

* The figures for the 20th December, 1926, were affected by the dispute in the Coal Mining Industry 
and, in the case of the Coal Industry itself, were exclusive of persons in the industry who were disqualified 
for unemployment benefit by reason of the dispute. 

(D.)—Latest Figures. 

The latestfigureof unemployment available is that for the 16th January, 1928,
giving a preliminary total number on the registers for Great Britain of 1,193,800. 
This is an increase over the position on the 19th December amounting to 93,748, 
and a decrease over a year ago of 197,218. 

ARTHUR STEEL-MAITLAND. 

Ministry of Labour, 
January 2'S, 1928. 
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The Law relating to the Sale and Supply or Intoxicating 
.P.7 (28). Liquor. 

Memorandum by the Secretary of State for Scotland, 

The Memorandum of 24th October, 1927, (C.P.252 (27)) by 
tho Home Secretary suggesting the appointment of a Boyal Commission 
to inquire into the whole field of lioensing legislation deals 
of oourse with the situation as existing in England and Wales only, 
and it may be useful that I should supplement it by a brief 
statement as to the position in Scotland es regards this matter, 

I think it may safely be said that in Sootland at present 
there is no very active feeling on the points which the Home 
Secretary mentions as exciting interest and controversy in England, 
though the appointment of a Royal Commission in England would 
doubtless stir up discussion in Scotland on some, at any rate, of 
these matters. It eeeme probable, however, that any demand for 
inquiry in Scotland would be based mainly upon the merits or defects 
of the Temperance (Scotland) Act, 1913, The local option 
provisions of that Statute became operative in 1920. Numeroue 
polls have since been held under these provisions, and the resultant 
experience has evoked criticism from very varied angles. 

In these ciroumBtancea, I am of opinion that the 
appointment of a Royal Comraisalon for England and Wales would lead 
to a demand whioh it would not be easy to resist for an inquiry 
in Scotland, and that the differences in the law and in tho topics 
of interest would necessitate tho appointment of a separate 
Scottish Commission. 

'JOHN GILMOUR'. 

3th January, 1*28. 
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It is requested that special care may be taken to 
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ensure the secrecy of this document. 

MEMORANDUM BY THE CHANCELLOR OF THE EXCHEQUER. 

A PLAN 

To relieve and encourage Manufacturing Producers by reducing in 
October 1929 their rate burden on the average by two-thirds, and 
Agricultural Producers by abolishing their rates entirely, and freeing 
both of them from the uncertainties and variations of an antiquated 
rating system, tJius helping Trade, and Employment : To raise for tJtis 
purpose a revenue rising from L'lo millions in 1928 to L'23 millions in 
1933 by a Tax on Imported Liquid Fuel with Protective effect upon the 
British Coal Trade and stimulus to scientific methods of treating Coal: 
To correct by both processes the present unfair conditions between Road 
and Rail transport: To remove the deterrents upon successful industry 
in the necessitous areas: To give assistance to hard pressed local 
authorities: To further the projects of the Ministry of Health and lite 
Ministry of Transport for the creation of under areas for Poor Relief 
and Road Administration respectively : and To reform the relations of 
National and Loccd Finance through the establishment of a scheme of 
Block Grants to take the place of percentage grants for Health services 
and the obsolete system of Assigned Revenues. 

(16933) H 



l.-The Character of the Relief. 

1. AT this stage in the life of Parliament we should survey our 
financial policy as a whole. By resuming the gold standard we have 
helped the merchant, the banker and above all the consumer; by 
remitting sixpence upon flic income tax we have benefited the general 
taxpayer and especially the rentier ; by the Widows' and Old Ago 
Pensions Acts we have given a new and most, important security to the 
wage-earner, lint so far we have done nothing for (lie producer on whose 
continued vitality the heart-beat of the nation depends. 

2. It must be recognised that a further reduction in income tax is 
not justifiable in the present state of the National Debt, and would, 
moreover, lie regarded in all the circumstances as a class measure. 
A reduction of the Beer Duly, which would carry far-reaching benefits 
to the economy of a great number of working-class homes, is not 
attractive to an electorate which for the first time in world history will 
comprise a majority of women. Accordingly at Whitsuntide I proposed 
to the Prime Minister that the final effort of our finance in the present 
Parliament should be devoted to aiding the hard-pressed producer, 
manufacturing and agricultural, and especially the basic producer, who is 
the most hard pressed. 

3. The advocacy of a general system of protection for home manu
faetures and home-produced food would divide the country upon lines 
much less advantageous to the Conservative Party than the present 
cleavage between Socialism and anti-Socialism. To give protection to 
the manufacturer while denying it: to the fanner vitiates the logic of the 
argument. Agriculture, which is still the main industry of the island, 
will never tolerate manufacturing protection without being itself included 
in the tariff. The vast additions to the consuming vote contemplated in 
the female franchise seem in themselves conclusive against the policy of 
protective taxation of food. That has been found electorally impossible 
in the past ; it will be doubly impossible in the future. 

4. There is a profound difference between conferring favours upon 
producers at the expense or alleged expense of the consuming population 
and relieving producers from undue, exceptional and invidious burdens. 
The long successes of Liberalism in the 19th century in the political and 
economic sphere were due to the fact that their policy consisted mainly 
in striking off out-worn fetters on the enterprise and growing manhood of 
the nation. The relieving of the producers from their present oppression 
by antiquated laws constitutes almost the only remaining large task of 
liberation within the reach of Governments in these days. It is to this 
task that we should now address ourselves. 



5. Our system of national finance is revised and refined by 
Parliament every year and probably the immense sums required by the 
State are raised on the whole in the least burdensome manner. Our 
system of local rating, on the other hand, stands substantially on the 
foundation of the Kith Century, since when all economic facts have 
changed entirely. Under this old system productive industry of every 
kind suffers an excessive and injurious oppression. The burden falls 
most severely upon the heavy producer. The more plant and real 
property he has to use for his business, and consequently the more labour 
ho employs, the more he is penalised. The ratio of rates to profits in the 
table printed in Appendix A shows how seriously the irrelevant accident 
of a man having to use bulky tools and extensive premises to earn a 
living exposes him to invidious local taxation. Moreover, the 
rates, unlike the income tax, are levied even when no profit is made. 
They vary at different times and in different; parts of the country, 
thus handicapping businesses which ought to have an equal chance on 
economic merits. They are dependent upon the caprice of local elections, 
and their burden grows heavier with the increasing difficulties of the 
business and the increasing poverty of the district in which it is carried 
on. Finally, the heavy basic industries which suffer the most, are the 
very industries which have the greatest responsibilities in the employ
ment of the people, are most directly in contact with labour discontent, 
are most unsheltered from foreign competition, most markedly charged 
with our elaborate social s-rvices, and principally affected by the high 
and uneconomic wages which prevail in the sheltered transport trades. 

U.-The Hcopc of the Relief. 

('). The primary object of the present plan is to accord to all 
producers a large and ultimately complete relief from rating in respect of 
all property used for the manual and mechanical processes of production, 
starting from the winning of the natural supplies and including the 
various stages of transport and conversion culminating in the finished 
article of commerce. It is not suggested that producers should be placed 
in any preferential position over other ratepayers in regard to property 
still generally rateable; in so far as they occupy residential accommoda
tion. offices, sale-rooms, garages, etc., they will continue to be assessed as 
at present. On the other hand, premises used for gainful productive 
purposes will enjoy relief even when occupied by public authorities or 
charitable institutions. 

The definition of productive purposes can obviously be drawn in 
various ways. In the present plan we have adopted a provisional 
definition, printed in Appendix B, which includes not only agriculture, 
mines, mills, factories, workshops, &(.-., but also such public utility 
services as railways, canals, docks, and the supply of power, light and 
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heat, the cost of which represents a very considerable element in the 
total cost of production. It is suggested, however, that the mutually 
complementary services of water supply and drainage should remain 
rateable and that the transport services operating upon the public high
wajr should continue to contribute directly to its upkeep. Out of a total 
of over £175 millions now paid in rates, it is estimated that rather more 
than one-fifth—say £38 millions—is being paid on property comprised 
within the definition. 

Ill.-The Effect of the Relief. 

7. Appendix C gives some information which has been collected on 
various occasions by the Board of Trade, Inland Revenue and others as 
to the burden of rates on firms in different industries. These figures 
mainly relate to the direct and individual effects, but indications are also 
given as to the cumulative effect in certain cases. The direction in which 
the relief given to the Railways will operate is largely within our control 
and we can use it to increase the cumulative relief on the basic 
industries. We should in the first place bargain with the Railways 
that if they are allowed into the scheme they should give an 
immediate and equivalent relief to heavjr freight traffic on their lines. 
In the present bad system the railways, finding commercial lorries and 
'buses picking the plums of inland transportation, have little choice but 
to recoup themselves upon the heavy traffic which cannot escape the 
railroads. Like many other people in this country they "take it out 
of the basics." The relief which the railways would be required to 
accord to heavy traffic in return for the quite exceptional advantages they 
will receive could be settled by an agreement subsequently regulated by 
the Railway Rates Tribunal. The immediate relief in rates to the 
railways (apart from their satisfaction with other parts of the plan to 
be discussed later) would amount to not less than .£4,000,000 a year. 
They ought to be made to pay the whole of this in relieving freights 

. and particularly heavy freights, agricultural and industrial, and seek 
their own advantage in the greater traffic of a more prosperous nation. 

Cheaper freights would help Coal, Ore, Limestone, &c., already 
helped in themselves. These products when they arrive at the Steel 
Works will be winged with a proportion at least of the savings due to 
their own relief and to cheaper transport. Therefore the relief upon 
the ton of steel is not measured by its direct relief from rating; there 
is added to it all that has been gathered before. These cumulative 
effects increase as the qualitative scale of production is mounted. The 
steel plate arrives at the shipyard potentially cheaper. It finds there 
the shipyard already relieved of local charges on its plant and premises; 
and so on. We shall in fact enter iipon a virtuous instead of a vicious 
circle and the propensity will throughout be beneficial and not injurious. 
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8. My colleagues who for so many years have been deeply concerned 
about the state of Industry and Unemployment will see how this treat
ment of the problem brings into action all those powerful arguments 
about native industry and employment, about the adverse balance of 
trade and the so-called "Dole," which are so much in the public mind. 
These arguments could now be deployed with local illustrations in every 
part of the country, in every class of business, in every firm and in every 
constituency. But they would not encounter as in the case of a Pro
tective Tariff the vast traditional organised school of opinion and the 
perilous political reactions mentioned in a previous paragraph. It can 
1 think be shown that the lightening of rates on the Producer would have 
the effect both upon home industry and export trade of a moderate scientific 
tariff; but without raising any of its antagonisms. If may be possible 
later to compute the ad valorem equation. 

9. W e may now consider the effect of these proposals upon what 
are called the " necessitous areas."  W e must not expect that they will 
solve the problem of derelict Welsh mining valleys. But taking not, only 
the officially described "necessitous areas" but also hard-pressed areas 
like the Tync, the Clyde and the Thames, it would appear that the 
reaction would be highly beneficial. 

Under our present arrangements, when the industries of a district 
Hag, unemployment, distress and pauperism increase and to meet them 
the rates are raised. These higher rates aggravate the trouble of the 
failing industries and more unemployment results. The miseries of the 
working class are the fertile breeding-ground of what is called 
" Poplarism '* ; and a virulent Socialist and pauperising propaganda 
arises. What with the ever growing burden of the rates and the 
poisonous atmosphere created, industry flies from these districts, or dies 
within them. Who would start a factory in West Ham ? On the contrary, 
everywhere we see industries shifting outside heavily rated areas, starting 
afresh at needless capital outlay in grass meadows without population or 
communications. They then demand motor roads to bring at uneconomic 
expense workmen to the scene and to deliver their products. They 
demand new houses subsidised by the State for a new community. 
Frequently we see the factory erected just outside the municipal 
boundaries to escape from being made a starveling milch cow. The 
whole impulse is for industry to quit the melancholy areas and leave 
behind them political agitation, State assistance and a forlorn mass of 
derelict humanity. 

Two things drive industry away from the necessitous or hard
pressed areas. First, the high rates consequent upon poverty ; secondly, 
Poverty's child Socialist spite.  W e can deal with the first, and when we 
have dealt with the first the second will gradually cure itself. Man is 
naturally sensible and friendly if you give him half a chance. And after 
all, many of these necessitous areas, but for rates, pauperism and their 



political consequences, would be (pate good places for old established 
businesses to thrive and even for new ones to be founded. Here it is 
that the working population have their homes, their institutions, their 
schools, their churches, their recreations, their small shops, their gas 
and water. How much better to bring industry back to the necessitous 
areas than to disperse their population at enormous expense and waste 
as one would from a plague-stricken or malarious region! Enough has 
been said upon this subject to indicate the outlines of the argument. 

I V-The Finance of the Relief. 

10. The cost of complete relief from rates of productive property as 
defined above has, for the purpose of working out a scheme, been taken 
as l?38,000,000, to which should be added not less than i'3,000,000 for 
the purpose—as will presently be explained—of negotiating on favourable 
terms with the local authorities, total 1'-11,000,000. How to find such a 
gigantic sum ? 

11. The first essential is that the Budget of 1028 should balance 
naturally. It would be regrettable and harmful if in the existing 
situation we were forced to impose new taxation merely for the purpose 
of paying our way. We ought at least to live upon our actual income 
and make both ends meet by economy. This task, though difficult, is by 
no means impossible provided a resolute effort is made in minor ways by 
all Departments of State. 1 assume therefore for the purposes of further 
argument that this result is substantially achieved by the Cabinet. 
I assume also that there will be no sudden arid utterly unexpected 
collapse of the Income Tax. 

12. The revenue must next be strengthened (not for the purposes of 
new expenditure but for a transference of burdens) by a new tax on 
imported Liquid Fuel. It is the only great simple new indirect tax now 
available. This field is fertile. A flat specilic duty of 3d. a gallon on 
Liquid Fuel should produce £15 millions out of a full £18 millions if 
imposed in the Budget of 1928, £19 millions in 1929, and thereafter 
increase by i'l million a year for as long as we can see. 

At this stage and for the purposes of this discussion I assume that 
the Liquid Fuel Tax will take this simple form. It falls upon the 
buoyant pleasure motor vehicles of every class, upon commercial motor 
transport, upon an innumerable variety of private and trade oil engines, 
upon the lighting of public places and in a small degree upon the lamp of 
the cottager. Nevertheless, so wide is the scope and so low is the 
proposed duty that, except for the lowest grades (gas oil and fuel oil), it 
does not seem that it would prove vexatious or injurious. The price of 
all varieties of oil has fallen substantially in the last two or three years, 
especially petrol, which shows a, reduction of 5d. a gallon and the feature 



of over production which has brought about this fall is still evident. In 
the case of the heavy oils, I am considering adjustments which, without 
detracting materially from the simplicity of the tax would adjust the 
burden in these cases to provide for national needs while giving some 
stimulus to refining in this country. A minor concession on sugar is also 
under examination by way of compensation to the cottager for the Id. 
or so a week extra that ho might have to pay for his lamp oil. This, 
incidentally, would have favourable reactions on the sugar refiner. 

18. The effects of this tax will of course be especially beneficial to 
fwo of our greatest industries, viz., Coal and Railways, and it will be 
viewed with general favour not only by the employers but by the great 
mass of coal miners and railwayman. The tax would have' a protective 
effect as. following good precedents, no countervailing excise would be 
levied on home-produced shale oil or upon oil distilled from coal. 
Although the rate of tax is so low that it cannot be said to make oil 
distilled from coal a commercial proposition immediately, the gap would 
be narrowed, and a stimulus pro tanto afforded to all forms of scientific 
treatment of coal, liquid or pulverised. It is only possible heie to 
mention these reactions. 

14. Armed with this new fiscal weapon we can deal with the Rites 
upon producers. The ease of agriculture is special. Farmers have 
already been relieved of 75 per cent, of the rates on laud and buildings 
and if the further relief is to have any considerable economic and political 
effect in their case, it is impossible to stop short at complete exemption. 
They will, of course, continue to be rated as now on their residential 
property, and one need have no fear that they will cease to take a keen 
interest in enforcing economy in their local administration. 

Non-agricultural producers will be invited to exchange their present 
burden of local rates for a contribution to the Imperial Exchequer 
representing in the aggregate slightly more than one-third the weight' 
(£13 millions). This contribution would best be secured by a tax 
upon profits: where there was no profit, there would be no tax. The tax 
would not be a factor in the cost of production ; and thus those industries 
facing the greatest difficulties, working on the smallest margin, bearing 
the greatest burden of Rates, employing the largest number of workmen 
would throughout gain the greatest advantage. 

Much study has been expended upon a so-called Profits Tax, and no 
insuperable technical difficulties in levying it need be apprehended. 
Nevertheless, I have decided to discard the plan of a Profits Tax. It 
would be a new tax, or rather a dug-up embodiment of the lately repealed 
Corporation Profits Tax. Manufacturers would be afraid that once re
imposed, even on a small scale, it might be used in bad hands as a means 
of extortion. The process of passing it through the House would 



constitute an onerous feature of the Finance Bill, and would tend to 
rivet attention upon the less pleasing aspects of the policy. 

Instead of remitting the whole of the Rates in exchange for a Profits 
Tax equal to one-third of them in the aggregate, the relief might he 
limited to two-thirds in the first instance. Instead of saying. "We will 
let you off all your Rates in exchange for a Profits Tax," we could say 
simply, "We will let you off two-thirds of your Rates." We should be 
presenting a somewhat smaller rose, but without a thorn. 

But it would be a poor way of working merely to leave upon the 
producer one-third of his Rates as at present levied. The uncertainty of 
what the Rates woidd be, the disparities between districts, the high Rates 
of the necessitous areas, the uncertainty of new assessments, the penalty 
of new and higher assessments for every improvement or extension of the 
business—all in fact of the vices and anomalies, which it is a funda
mental part of the policy to denounce and remedy, would be left reduced 
only in scale. Our arguments would be to a considerable extent stultified, 
and clear presentation would be confused. I accordingly reject this 
alternative also in favour of a plan which embodies the advantages of 
the Profits Tax in its uniformity, certainty and generous relief to the 
more oppressed areas, while it avoids its complications and political 
objections. 

15. It is proposed that, in lieu of the rates of which they are relieved, 
the non-agricultural producers shall pay to the Exchequer a National 
Rate assessed on the reduction in the rateable value of their property 
granted to them in the datum year 1928, and of an amount sufficient 
at the outset to produce the required MIS millions-probably about 
5/- in the M. Neither the 5/- rate nor the datum year assessments on 
which it is based will be alterable from year to year, except on ad hoc 
appeals in respect of property whose rateable value is claimed by the 
owners to have declined. As, however, it is intended that the retention 
in principle of one-third of the Rates is in itself only to be a temporary 
expedient for the first one or two five-year periods, no new property or 
extensions of old property will be the subject of new assessments or be 
required to bear any charge. Thus all complications and deterrents upon 
industry arising from the uncertainty of local rate increases or of new 
assessments on extensions or new businesses, will be eliminated. All 
non-agricultural producers will pay at the same rate in all parts of the 
country, and the maximum of relief will be afforded to the most heavily 
rated areas. 

16. The timing of the new national incomings and outgoings is 
cardinal. The Liquid Fuel Tax must, if the Cabinet approves the 
scheme, be imposed in the Budget of 1928, yielding in that year £15 
millions. This sum will be carried forward in a Suspensory Fund. It 
woidd not anyhow be possible, on account of the needed Rating Bill, to 



bring the scheme into operation before the second rate payment of the 
financial year 1929, i.c, October. The passage and bringing into force of 
the necessary rating legislation and the life of the Parliament are 
therefore both within our control and simultaneously affected. 

17. On the basis that tho Liquid Fuel Tax is imposed this year 
and its proceeds are accumulated in a Suspensory Fund, and that the 
first payments of rating relief do not begin till October 1929, the 
finance of the whole scheme is according to my estimates solvent and 
self-contained up to the year 1933 inclusive. The following table shows 
the out-turn year by year for the next six years:— 

'. i Receipts. 
! 

SurpluSurpluss ++ SusjxjnsorSusjxjnsoryy! 
oorr FunFundd[Payments.YearYear.. 1 DeficiDeficitt -- aatt enendd ooffL.P. Tax. Nat. Hate Schod. ! ) .  * Interest. Total." oonn YearYear.. YearYear.. 

f i n £ m £1.1£"' £"' £'" 
1928 15 0-3 15-3 + 15-3 15-3 
1929 19 65 0-7 26 2 205 + 57 210 
1930 20 13 05 0-7 34-2 41 Q - R-Q 14-2 
1931 21 13 2 0 0-5 365 410 - 4-5 97 
1932 22 13 3 0 03 383 410 - 27 70 
1933 23 13 3 0 02 39-2 41-0 - 18 5-2 

* Rates are a legal deduction from the computation of profits for assessment of Income 
Tax under Schedule D. A proportion of the burden is therefore already borne by the State and 
the new charge upon the Exchequer is diminished accordingly. 

I think it is right to present such a definite financial forecast for a 
large new scheme. But even were the forecast less satisfactory, I should 
look confidently forward to the normal growth of revenue through the 
expansion of population and wealth, and to the increased yield of our 
existing taxation through the revival of trade prosperity and the 
disappearance of the dead weight of unemployment which it is the object 
of these proposals to promote. 

18. Lest it be thought this scheme can be introduced in instalments 
or dallied with, I now point out that all turns upon the imposing of 
the Liquid Fuel Tax in the coming Budget. It is only through the 
Suspensory Fund created in advance by the Liquid Fuel Tax that 
the finance of the scheme will balance. On the other hand I canuot 
introduce the Liquid Fuel Tax merely for the purpose of paying our 
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way or increasing the revenue, without announcing at the same time 
the reliefs which are in prospect. Under the present time table the 
extra taxation will be imposed and got out of the way this year ; and the 
much larger reliefs will very nearly synchronise with the end of the 
Parliament, and will either have been actually accorded or be within 
grasp at the moment of the General Election. Obviously it would be 
foolish to impose the Liquid Fuel Tax in 1929 and have all that row 
going on with the certainty that no relief could be given by the authority 
of the present Parliament, and the uncertainty whether we should be in 
a position to give it in the next. It is therefore now or never for the 
plan, and the Budget date is zero hour. 

V.—The Distribution of the Relief. 

10. So far I have dealt with the scheme as affecting the producer 
who obtains the relief and the Exchequer which has ultimately to provide 
the necessary funds. Between these two stand the Local Authorities 
who in the aggregate will sustain a loss in local rates of about £38 
millions, receiving instead from national funds a larger revenue of 
£41 millions in a new form. The various important and difficult 
questions which arise in connection with the local government aspects of 
the scheme are discussed in some detail in the Treasury memorandum 
attached hereto. (Appendix D). But the argument here passes beyond 
the Treasury sphere into that of the Ministry of Health and, to a smaller 
extent, into that of the Ministry of Transport. 

In the sphere of the Ministry of Health, the Government is deeply 
committed to a scheme of Poor Law Reform which seeks to sweep away 
the evils and waste of the present small disjointed, conflicting and 
overlapping areas. Mr. Neville Chamberlain has prepared his plans. To 
commend these plans to the local authorities two or three millions a 
year from the Exchequer would be needed; but even so it is doubtful 
whether such a Bill in isolation would be sufficiently above inertia and 
local jealousies to be good politics in the immediate Parliamentary 
situation. The Treasury, no less than the Ministry of Health, are 
anxious that advantage shall be taken of any measure for the improve
ment of the Poor Law, to come to terms with the local authorities and 
to begin the reform of the relations between local and national taxation 
by introducing a considerable instalment of the General Block Grants 
Scheme. 

The Ministiy of Transport is faced with an ever-growing demand for 
more aid to hard-pressed rural authorities, while it is anxious to secure 
greater efficiency and economy in the maintenance of our highway system 
by concentrating the administration in the hands of the County 
authorities. Both Departments are faced with almost insiiperable 
obstacles in the parochialism of the existing authorities and the unfor



Innate financial reactions of either scheme when taken alone. The 
present scheme incorporates the aims and plans of the two Departments in 
one indivisible whole; and, as explained in the Treasury memorandum, it 
provides powerful arguments, both political and financial, which should 
suffice to overbear the forces which have hitherto obstructed these reforms. 

20. These questions of Local Government Reform are of course the 
peculiar responsibility of the Minister of Health. While I understand 
that he is in sympathy with a great part of the present scheme, I 
have not as yet been able to reach complete agreement with him 
on certain important questions of principle. In the Treasury view 
a mere proportionate reduction of the present Rates on Industry, 
on the lines of that conceded to Agriculture in the past, with an 
Exchequer grant to make good the loss, could not lead to a satisfactory 
permanent settlement. The history of agricultural rates is an object 
lesson. It began in 1S90 with a half reduction of the rates on land and a 
fixed grant of the immediate loss sustained by Local Authorities. The 
second phase was reached in 1923 with a further relief of a quarter 
of the full assessment and a new grant to make good the loss, this 
time a variable grant changing with the actual loss from year to year. 
The third phase is already appearing in the resolutions passed by the 
Agricultural Committee of the House of Commons and other bodies 
interested in agriculture, demanding the complete exemption of agri
cultural land from all Rates, and of course another grant to make good 
the loss. All these grants have been sops, and not a vestige of reform 
has been achieved for the heavy expenditure involved. Even had it 
been consistent with the underlying principles of the present scheme 
to leave industrial enterprise still subject, though in a reduced measure, 
to the uneconomic, uncertain and unequal burden of local rates, a 
compensatory grant from the Exchequer on the lines of the Agricultural 
Rates Act of 1923 woidd be unsound. The Exchequer woidd find itself 
paying a percentage of the expenditure in every rating area in the 
country, the percentage varying between wide limits but on no systematic 
basis, the highest proportion being given as a rule where the forces 
making for economical government are least developed. Such a result 
would be, alike from the national aud local Government standpoints, a 
veritable disaster. 

The argument that if industrial property is relieved from all 
contribution to local rates, the influence which manufacturers, &c, exert 
in local affairs will pro tanto be diminished, would apply for what it is 
worth even more to a scheme on Agricultural Rates Act lines. The 
producers indeed would have been removed, wholly or partly, from the 
zone of uncertainty and extortion. But in their place the Exchequer 
would be invited to assume the function of milch cow, and of a milch 
cow of almost unlimited capacity. I would therefore rather see the 
scheme abandoned than expose the Exchequer to such perils. 
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Personally I doubt (and such information as I have been able to 
gather confirms me in my doubts) whether producers, other than farmers, 
do in fact exercise any considerable influence on local affairs, especially in 
those areas in which the forces making for extravagant expenditure 
on social services are most powerful. The industries have virtually 
no voting power. But in the last resort they can threaten in 
protest against extravagance to quit the district, costly though such 
a removal may be. Some substitute for this albeit despairing 
check must be devised, and a substitute which shall operate at a much 
earlier point in che progress of local extravagance. The present 
scheme contemplates that for the Rates hitherto received from 
industrial property, a new form of revenue in the shape of a Block 
Grant revised only at five-yearly intervals shall be substituted. At 
the outset the actual loss in each area would be made good; no Local 
Authority woidd be worse off; but any extra revenue given to ease the 
passage of the new scheme and to provide for further development of 
social services, in addition to the revenue which is to take the place of 
the percentage and other discontinued grants, would be fixed according 
to general considerations and be independent of local expenditure. Thus 
such spasmodic influence as producers may have been able to exert on 
local administration woidd give place to the more powerful, direct and 
continuing pressure of the local electors, who would experience in 
greater measure than at present the ill-effects of extravagant administra
tion and on the other hand enjoy in greater degree the fruits of thrifty 
management. 

21. It will be observed, however, from the Treasury memorandum 
(Appendix D) that, to achieve a satisfactory distribution of new i-evenue 
on this basis, wider areas of administration for poor relief and roads are 
essential; and the whole policy is therefore intermingled with reforms 
which the Ministry of Health and the Ministry of Transport have long 
had in mind. There can be no such favourable opportunity for achieving 
these reforms as is offered by the present proposals. 

But if this opportunity is to be used to the best advantage, the 
temptation to proceed with the measures of relief by themselves, 
while leaving to a later date the difficult questions of Local Government 
Reform, must be resisted. Under such conditions we should pay the 
price and never get the reforms. 

22. The following would appear to be the necessary sequence of 
events: First, the imposition of the Liquid Fuel Tax in the Budget of 
1928, so as to begin the accumulation of the Suspensory Fund; secondly, 
if the relief is to operate from October 1929, a Bill must be passed this 
summer providing for an apportionment of the rateable value in each area 
between property which is under the scheme to cease to be rateable locally, 
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and other property. This apportionment of the valuation is estimated to 
require twelve months to carry through. These arc the urgent matters. 

It will also be necessary some time before October 1920 for legislation 
to be passed: (a) altering the basis of rating industrial property and 
providing for a levy of a national rate to be paid with the proceeds 
of the £liquid Fuel Tax to the central fund; (b) abolishing the system 
of Assigned Revenues to clear the way for the Block Grants scheme of 
the Ministry of Health; (c) providing for the new distribution of the 
revenue from the central fund to make good tho deficiencies in local 
revenues due to the exemption of industrial property and also to provide 
the new Block Grant; (d) carrying through the Ministry of Health's scheme 
of Poor Law Reform, including tho adoption of the County and County 
Borough as the future areas of administration ; and (c) transferring from 
the District Councils to the County Councils the responsibility for high
ways other than residential streets. As long as the legislation adopting 
the County basis for poor relief and rates is on the Statute Book by 
October 1929, there is no insuperable objection to the relief provisions of 
the scheme being allowed to operate as from that date, although a further 
period may elapse before the actual administration of so complicated 
a service as the Poor Law can in fact be handed over to the new 
authorities. 

It may, however, be pointed out that after the unfolding of the fidl 
programme in the next Budget, the Government would always be in a 
strong tactical position for dealing with any obstructive measures in the 
House of Commons or challenge by the Opposition. At any time it could 
interrupt its legislative programme and appeal to the country on the 
whole scheme for the relief of rates and for the abolition of agricultural 
rates, throwing upon the Opposition the responsibility for the 
postponement of the promised benefits. 

VI.—United Action. 

23. We all feel in the concluding phase of this Parliament the lack of 
any constructive and comprehensive plan for dealing with clamant social 
problems. Five or six Departments of State have been making inde
pendently their contributions. The Ministry of Health seek to deal with 
Poor Law reform, and at the same time to grapple with the problem 
which confronts them in the necessitous areas. The Ministry of 
Labour are preoccupied with Unemployment, a remedy for which is 
from all sides demanded. The Ministry of Transport is faced with 
an immense programme of Road reconstruction to meet the ever
growing traffic which our system of local taxation is encouraging on 
to the roads, largely at the expense of the railways. The Ministry 
of Agriculture pleads the woes of the farmers; and our Con
servative Agricultural Committee in the House of Commons has just 



demanded, apparently as an exceptional largesse, the complete relief of 
agricultural rates. The Mines Department is daily confronted with the 
depression on the coal fields and the resulting unemployment and 
distress. From every side we hear the cry of the basic industries for 
some relief from rates and social services. Month by month the Board 
of Trade statistics point to the adverse trade balance and the difficulty in 
maintaining our indispensable quantum of exports. 

But all efforts undertaken independently, however well conceived, 
will fall by the way. They encounter all the resistances of petty interests 
and all the eddies and cross-currents of partial solutions, without having 
the indispensable driving power. That driving power can only be 
provided by money. The money which can be obtained—and I believe 
comparatively easily and painlessly obtained—through the Liquid Fuel 
Tax—will afford not only the necessary impulse, but the medium which 
unites and at the same time simplifies all these problems in a common 
solution. All can be dealt with together. None can be handled apart. 
We have, therefore, to choose, and choose in the next six weeks, between 
a positive constructive policy in its integrity or just carrying on and 
hoping that things will grow better—as no doubt they often do—of 
themselves. 

24. There is no need, however, to exaggerate the scale of the 
operation. There is nothing to prevent it being achieved, or virtually 
achieved, in the present Parliament. There is nothing in it which, if it 
were challenged (and it certainly will be), would prevent an earlier appeal 
to the constituencies, if we thought it opportune. The only levers at our 
disposal are financial. £40 millions obtained at a certain cost in national 
life-strength are not overwhelming. But we are not using money as a 
mere expense, but as a motive and combining power. I wish the levers 
were larger. They are, however, serious and potent, and I do not know 
from what quarters their equals in power and practicability can be found. 

W. S. C. 
January 20, 192S. 



Estimates of the Profits and Hales in 1925-26 of Industrial Concerns 
assessed to Income Tax. 

ESTIMATES of Rates in this Table relate to Total Bates paid whether 
on Factories or Offices. 

Total Kates Estimate of Estimate of as percentage Trade Group. Total Income Total Rates. of Total Tax Profits. Profits. 

£in. £m. 
Mines and Quarries 4-1 170 24 
Cotton 2-2 13-7 10 
Wool -9 4-3 21 
Bleaching and Dyeing... 
Oilier Textiles 

-u 
-45 

60 
10-0 

10 
4 

Iron and Steel Engineering and Shipbuilding 2-8 23-5 12 
Metals 1-6 20-5 8 
Drink 1-2 34-0 4 
Tobacco -45 130 3 
Food 1-0 19-0 5 
Chemicals 1-1 22-2 5 
Leather 1-0 16-S 6 
Paper, &c. 
Building and Timber
Pottery, &c. ... 

 ... 
1-2 
1-3 

o 

27-0 
23-0 
10-0 

4 
6 
3 

Total ... 20-2 260-0 8 
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(PROVISIONAL) DEFINITION OF PRODUCTIVE PROPERTY. 

1. AGRICULTURAL land and market gardens, and buildings used in 
connection with agricultural operations thereon. 

2. Railways, docks, wharves, canals, mills, manufactories, steel and iron 
works, blast furnace works, chemical works, smelting works, shipbuilding or repairing 
works, mines and quarries, gas and electricity supply undertakings, dyeing and 
cleaning works (including laundries!, workshops, and any other hereditaments used 
in connection with gainful manual or mechanical productive operations (including 
machinery and plant forming part of the hereditament). 

8. Property of like character to that covered by (1) and (2) when in the 
occupation of the Government or a local authority; including dockyards, ordnance 
factories and depots, and telephone wires and conduits. 

Provided (a) that all parts of any such hereditament used for the purposes of 
a dwelling-house, hotel, place of public, refreshment or recreation, warehouses for 
the use of which rents are received whether based on space or quantities of goods, 
the housing of road-transport vehicles and animals, sale rooms, show vooms and 
offices (other than offices essential to the carrying on in the same premises of the 
mechanical processes of production or transport, such as foremeirs. timekeepers', 
gatekeepers', station-masters' and booking offices) and any other part used for 
non-production and non-transport purposes shall be valued and rated as a separate 
hereditament: 

(b.) That rateable hereditaments containing less than 10 per cent, of property of a 
character normally non-rateable shall be rateable in full. 



LOCAL PATHS IN RELATION TO THE COST OF PRODUCTION. 

(1.) The Direct Burden of Rates. 

On a rough estimate the direct burden of rates on industry represents about 
one-half per cent, on the cost of production. But the ratio varies widely from one 
industry to another, from one firm to another and for the same firm from year to 
year according to its output. The figures given below have been supplied on various 
occasions by individual firms or associations. 

TABLE I  . 

VARIATION BETWEEN INDUSTRIES AND FIRMS. 

Trade Percentage of Rates 
(giving number of firms to Turnover (1924 

it more than one). in most cases). 

Coal mining (all firms) 244 (average) 
Ironworks (3)
Engineering (9)
Gas engines (3) ...
Heavy electrical machinery
Chemicals and dyes (4) ...
Cotton spinning ...
Cotton weaving (2) ...
Wool textiles ... ...

 ...
 ...

 --.
 ...

 ...
 ..-

^ to 1-28 
^ to 2-0 

 -of to 127 
l '  D 

4 to 242 
' 8 

 -19 to^S 
" 6** 

Worsted yarn and piece goods ... ... 3b to 40 
Hosiery (4) n  ; 2 6 t o  '  ̂  
Calico printing (2)
Artificial silk (4)
Artificial silk (new
Telephones ...
Boots and shoes

 firm)
 ...

 ...

 ...

 --. 


 2-26 to 321 
 0.07 

^no-
*?^0 

Tin plates
Fireclay 

 ... ... 
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TABLE II. 

Variation from Year to Year (mainly due to Fluctuations in Turnover). 

Percentage of Ratesto Turnover. 
unuenaKing. 

1922. 1923. 1!J24. 1925. 1926. 

Colliery ... ... ... ... 2 93 1 -61 2 -29 4 -18 11 36 
Shipbuilding ... 1 -7 3-3 4 -6 4-4 3 -5 
Shipbuilding and blast furnaces 1 -2 1 -s 2 -5 3 -1 3 -0 
Railway carriage and wagon ... 2 -09 0 -93 0 -9 1 -5S 1 -26 
Textile machinery 1 -70 1 -99 2 -23 2 -71 3 -51 

TABLE III. 
Rntoo /in i^nhlV, ....... u. 

Percentage of rates 
to total public charges. Railways (all) 3-9 Docks 6-0 (approx.) Electricity Supply— 

Local Authorities 
Companies 5-9 

Gasworks (sample)— 
Altrineham 6-0 
Brighton 4-8 
Cardiff 4-2 per cent, of 

net cost Derby 4-5 
Exeter ... 4 - 8 of gas. 
Lea Bridge 8-1 

2. The Cumulative Effect of Rates. 

The above tables show only the direct charge for rates in each industry. Practically 
all industries, however, make use of the products of other industries, and the element 
of rates in the price of these products has to be added on to their own direct charges t
give the total effect of rates on the price of thefinished article. In connection with 
the enquiry of the Committee on Trade and Industry, the National Federation of Iron 
and Steel Manufacturers submitted estimates of the direct and cumulative effects of 
rates on the price of certain basic products as below :— 



Table IV. 
Direct and Cumulative Effects of Ratcn. 

Local Bates per Ton, 1923. 

Direct Charge. Cumulative Charge. 

s. d. 
Steel ship plates... 3 7i 6.v. = 2-98 per cent, oi' selling price. 

Steel rails 3 9 as. Orf. = 3-03 per cent, of selling price. 

Tin plates... 5 Oi 6s. 5rf. = 1-33 per cent, of selling price. 

It does not appear, however, from such details as are available of these 
calculations that any allowance was made for the considerable element of rates 
entering into the cost of public utility services, especially railway and dock dues. 
In typical cases it has been calculated that railway charges alone account for:— 

29 per cent, of the price of pig iron, i.e., about -23s. 5d. a ton. 
16i- per cent, of the price of steel plates, i.c, about 80*-. 2d. a ton. 

If the rates at present paid by railways be regarded as spread proportionately 
over all railway charges, they would represent an addition to the above cumulative 
charges of from 11(/. to Is. 2d., but if the rating relief to be granted to the railways be 
devoted mainly to the reduction of the freights on certain basic commodities, such as 
coal for shipment and industrial use, ironore, limestone, pig iron and steel billets, 
ingots, &c.. the aggregate relief afforded by the scheme to the heavy industries would 
be considerably greater. A 20 per cent, reduction of such freights—which would 
be roughly equivalent in cost to the rating l-elief to the railways—would on the 
above figures represent a reduction of 4s. 8d. and 6s. a ton respectively in the railway 
charges included in the price of pig iron and steel plates. This would give 
a cumulative reduction in the latter case, after allowing for the national rate, of about 
9s. or 10s. a ton. Coal for export or industrial use would benefit from such a reduction 
of railway rates by about 6*/. a ton in addition to a direct gain from relief of its 
own rates of about the same amount on the average, or Is. a ton in all. 

Detailed calculations were not made by the Committee on Trade and Industry 
for other products, but they pointed out that in the case of textiles an allowance 
for rates falls to be added to the cost of production at each of the numerous stages 
of spinning, weaving, bleaching, dyeing, printing and other processes through which 
the raw material passes befoi-e reaching the wholesale merchant. In the case of 
cotton piece goods, the rates arising in the first two stages alone were estimated to 
represent 2 per cent, of the selling price. The Committee came to the general con
clusion that whereas direct rates represented a burden on production of roughly 
one-half per cent, on the average, the cumulative burden (apparently excluding any 
allowance for the considerable element of rates in transport charges arising in the 
intermediate stages of production) was approximately two-and-a-half times this figure, 
i.e., per cent, on the value at works of the finished product. 
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T H E E A T I N G R E F O R M S C H E M E I N R E L A T I O N T O L O C A L 
G O V E R N M E N T . 

THE main features of the scheme in relation to local government are:— 

(a.) The complete exemption from local rates of productive and transport 
enterprises except in so far as they occupy property which would be 
rateable in other occupation, eg., houses, offices, shops, &c. 

(b.) The provision from central funds of revenue in place of that so lo6t by local 
authorities. 

The first question arising on the scheme, is of course the fundamental issue 
whether tho relief to be given should, so far as the rating system is concerned, amount 
to total exemption or take the form of a partial exemption on the lines of that which 
Parliament has in the past accorded to agricultural land (as regards all rates) and 
to railways and canals (as regards sanitary rates). The ease for relief of productive 
and transport enterprise mainly rests upon industrial and economic considerations; 
1! IS So u nrniri a i m a oiui iui i ia lu mui iot i i j iiiuu luc owntriiic la jjui l u i u a i u . dui mf 
local government implications are important and by no means uniformly against total 
exemption. It is proposed in thi6 memorandum first to examine the arguments for 
and against total exemption from this point of view, next to discuss the principles 
to be followed in the distribution of the new revenue to take the place of the present 
rates on industrial property, and finally to explore some of the practical difficulties 
which arise in the application of these principles to the present local government 
system in this country. The ultimate decision on the scheme as a whole must obviously 
depend upon the balance of advantage and disadvantage over the three fields of 
industrial enterprise, national finance and local government. 

I.—ARGUMENTS FOB AND AGAINST TOTAL EXEMPTION. 

(A.)—Considerations of Equity. 

The rating system is based upon the local government community of a century 
or more ago when rich and poor, employers and employed lived in the same rating 
area and were able to distribute among themselves, according to their ability to pay, 
the expenses of providing the limited social services of that period. As applied to 
the greatly extended local government services and the very different local government 
communities of the present day this system is extremely faulty, whether looked at 
from the point of view of ability to pay or from that of benefit received. And in 
regard to no class of ratepayers are the inequalities so glaring as in regard to the 
occupiers of industrial property. 



Rules on Industrial Properly as a Measure oj Ability to Pay. 
Whatever may have been the intention of the Act of Elizabeth, few people 

could venture to justify the present rates on industrial property as a measure of 
ability to pay. The returns obtained by the Inland Revenue Department show that 
even taking average figures for different types of enterprise the ratio of rates to 
profits ranges from 3 to 21 per cent., while for industrial concerns in the same group 
the range is from less than 2 \w cent, to infinity (for firms making no profits). If 
the system is to be justified at all it must clearly be on the alternative basis of benefit 
received. 

Hates on Industrial Property as a Measure, of Benefit Received. 
1. Direct Benefit.—The total amount raised by rates in England and Wales 

in the latest year (1921-25) for which detailed figures are available was £153 millions, 
of which £12 millions was required to meet general administrative expenses and 
other outgoings not allocated to specified services, after crediting trading profits. The 
balance of £111 millions can \x? divided into two categories :— 

(a.) Services to individual citizens which are not directly beneficial to industry. 
Those comprise education, libraries, poor relief, collection of house refuse, 
treatment of bodily and mental disease, maternity and child welfare, baths. 
parks, housing, cemeteries, &c. 

(ft.) Services which confer some direct benefit upon industry as well as upon 
individual inhabitants, viz. : highways, street lighting, police and justice. 
sewers and sewage disposal, port sanitation, water supply and land 
drainage. 

The former group accounts for about 61 "4 per cent, of the £141 millions: the 
88'6 per cent, represented by the latter group is made up as follows :— 

Per cent. 
Highways and streets (including lighting) ... 24"2 
Police ' . ... ... ... ... ... 64 
Sewers and sewage disposal ... ... ... 5'4 
Fire brigade ... ... ... . . 18 
Other services ... ... ... ... 13 

386 

It will be seen from these figures that of the local government activities in 
respect of which rates are levied on industrial property, the only services apart from 
highways which can be considered at all directly beneficial represent but one-seventh 
of the total. And even for these services the benefit is usually much smaller 
proportionately to the payment made than that derived by the ordinary ratepayer. 
The larger undertakings commonly provide for their own police and fire protection 
and their demands upon the sewerage system are usually small. Where services 
are rendered by a public fire brigade an ad hoe. charge is not infrequently made 
according to the men and appliances engaged. This method of direct assessment 
according to the service rendered is almost invariably followed for water supplied to 
industrial concerns and, under a system of exemption of industrial property from 
rates, it might perhaps be extended to cover any large demands for disposal of sewage 



from such property. This would be of the nature of a minor refinement; the broad 
fact remains that except for the highway service, industrial property derives no 
benefit from local services at all commensurate with its contribution. As a criterion 
of the benefit derived from the highway service, local rates are far inferior to a tax 
on motor fuel, (hough (he latter woidd be improved for this purpose by supplementing 
it with a tax on heavy horse-drawn vehicles. 

'2. Indirect Benefit.—It will probably be urged, however, (hat, in so far as the 
case for ruling industry rests on benefit received, it rests not so much on these direct 
benefits as on the indirect benefit it derives from the existence of organized 
communities able to supply it with adequate and efficient labour. But for the 
expenditure of the local authority in providing the social services of such communities, 
employers would be forced themselves to provide many of these services in order to 
maintain the efficiency of their employees. If this line of argument is valid, the 
charge upon industry should be in proportion to the labour employed, but the 
information collected by the Committee on Trade and Industry shows wide divergences 
between the two. The Committee give tables of the rates paid by typical firms and 
their contributions to national insurance (which arc, of course, a fairly accurate 
measure of the labour employed). Even between seven firms in the same group (of 
engineering) the ratio of one to the other ranges from 64 per cent, to 500 per cent. 
As between different industries, the range is from 56 per cent, to 800 per cent. 

This wide variation arises partly from the fact that some firms employ much 
more labour than others in proportion to the annual value of the property occupied, 
but the variations arising in this way are seriously aggravated by the wide range in 
the poundage of the rates (from about 7s. (if/, to over 8'2s.). This range is largely 
the result of a radical change in the character of the local government communities. 
Owing to the growth of the company system of ownership on the one hand, and the 
great development of transport facilities on the other, the old self-contained economic 
unit of a century ago has largely disappeared. The population which is economically 
interested in any centre of activity is tending to spread each year over a wider radius, 
and in so doing a process of segregation inevitably takes place, the rich seeking the 
more desirable ,parts of the country well removed from industrial activity—the 
Bichmonds, the ISournemouths, the Amblesides—the poor having to be content with 
less desirable surroundings giving cheap and easy access to their work—the 
Walthamstows, the Chester-le-Streets, the Stoke-on-Trents. Where, as generally 
happens, the homes of the majority of the workers are in the same rating area as 
their industries, the inevitable tendency is for rates to rise, making this area still 
less attractive to the wealthier inhabitants. This process operates in a vicious circle, 
with the result that there is a general tendency for the rates in the more highly 
industrialised areas to he abnormally high, providing a constant economic pressure 
on industries to move to areas where the rates are at present very low. Thus, one 
has similar firms paying rates of very differing amounts for the same indirect benefit 
of an efficient supply of labour. Whether, under any scheme of reform, a flat-rate 
charge on industry directly proportional to the labour employed should be retained 
is more a matter of expediency than of abstract justice. For there can be no doubt 
that, were such a charge imposed, it would tend to be passed on to the consumer. 



(13.)—Practical Consideration!;. 

Proposals to restrict the relief of industry to half its present rateable value 
have probably been suggested more by practical considerations of the effect of total 
exemption on the local government system than by considerations of equity. The 
fear has been expressed that the change would make it difficult for local government 
communities to finance (heir expenditure: that it would have prejudicial effects on 
the standard of local administration; that it would add a new complexity to the 
rating system and would lead to irresistible claims from other classes of ratepayers. 

(i.) Local Government Finance. 
Before embarking on a radical change of local government finance of the 

character contemplated, it niusf of course be shown that it will enable local govern
nieiit services to be financed at least as satisfactorily as under the present system. 
Experience of the last few years has shown steadily growing difficulty on the part of 
certain local authorities to provide for their expenditure without imposing rates so 
high as to threaten the continued existence of the main sources of wealth of their 
community and to depress the already low standard of housing accommodation of 
their working classes. These results necessarily follow from the process of segrega
tion of population already noted above, and there seems to be every prospect that 
they will become more serious as time goes on. unless some far-reaching reform is 
undertaken. How far the present scheme provides a solution of these difficulties is 
examined in the latter part of this memorandum. 

(ii.) The Efficiency of Local Administration. 
It has been stated that it is difficult now to induce leading business men in the 

local areas to serve on the local authorities, and the view has been expressed that 
under a scheme of total exemption local interest in local rates would be lessened in 
the proportion of one-fifth to one-fourth over the country as a whole and in much 
larger proportion in many areas. According to this view, the result would be to 
diminish very seriously the financial incentive to business men in such areas to serve 
on their local authorities, to the grave detriment of local government. This probably 
constitutes the strongest of the arguments which have been brought against total 
exemption. 

Under the scheme of total exemption the rates will be paid in the main by 
householders, shopkeepers and occupiers of offices, hotels, theatres, &c. The 
manufacturers, railway companies, &c., who have hitherto paid large rates, will, 
in future, only pay rates on their offices, hotels, &c. In place of this revenue, the 
local authority will receive from the Central Government a new form of revenue 
related to its needs but independent of expenditure. The result will be that if a 
community is extravagant, the rise in the rates will be rather sharper than under the 
present system, and, conversely, the electors will enjoy to a greater extent the fruits 
of good management. 

It is difficult to believe that in the average type of case this system will not 
conduce to greater rather than to less efficiency in local administration. It is true 
that there will no longer be the motive of self-interest to drive the big employers of 
labour to endeavour to influence the decisions of the Town Council in their favour. 
Many industrial undertakings at the present time are in the hands of companies 



who have no voice in local affairs: where leading private employers do take a 
prominent part, it is quite as much from a sense of citizenship and a desire to see 
the affairs of the City well managed and proper conditions of life provided for its 
inhabitants, as from the lower motive of self-interest. In any case, the motive of 
self-interest works very spasmodically. It is naturally stronger in the poorer towns 
which have the higher poundage of rates, reaching its greatest intensity in those 
partial communities where there is a large proportion of industrial property and a 
large working-class electorate, but it is precisely in (hose areas that it is most 
impotent. It is a feature of local elections of the last few years that the industrial 
areas of the country are coming more and more under the domination of labour, and, 
indeed, it would appear that the time is not far distant when labour will be in a 
majority on the councils of most of the industrial towns. Before that day arrives 
it is a matter of vital importance to secure that any taxation of industry for local 
purposes is taken out of the hands of local bodies. Recent experience shows 
conclusively that the working-class electorate and its representatives cannot be 
trusted to perceive where their real interests lie in this matter. No influence which 
the owners of industrial property can exert will be effective against " Poplarism." 
Threats of the owners of industries to transfer their works elsewhere are not taken 
seriously until the situation has become desperate, and then their actual departure 
intensifies the local difficulties. Some more direct, immediate and less suicidal 
remedy is required. The essentials of a satisfactory solution would appear to be, 
first, that the services should be placed in the hands of the authorities most suitable 
to administer them; and, secondly, that revenue, subsidiary to the rates levied on 
houses, shops and offices, should be available, in sufficient measure to enable these 
services to be provided up to a reasonable standard. After that, one must trust to 
the automatic effect of extravagant or economical management on the occupiers of 
properties still rateable. 

From the point of view of local efficiency, it is probably even more important to 
secure extensions of the areas of administration than the maintenance of the business 
element on local councils. I3xperience in connection with Parliament would seem to 
show that true economy can only be achieved by an administrative machine like the 
Treasury, well removed and carefully protected from electoral influences. The wider 
the area of management and the more intricate the task of the Council, the more its 
affairs tend inevitably to come into the hands of men who give their whole time and 
energy to the task. From this point of view, the present scheme would be definitely 
advantageous, for it will be seen below that an extension of the areas of administration 
in regard to certain services is essential, if it is to work properly. 

Even as regards the ordinaiy extension of town boundaries, the scheme should 
operate advantageously. Under present arrangements, such extensions are often 
complicated by the existence of large blocks of industrial property, and also by the 
poverty of certain suburbs. Were industrial property taken entirely out of the field of 
rating and were the revenue given in its place related to a basis of need, there would 
be no question arising on the industrial properties, while, in accepting areas of lower 
rateable value, the town would have the assurance that the teeming population of 
these areas would attract a materially increased grant from the Central Fund. 



(iii.i Complexity of Administration^ 
In proposing to introduce a basis of exemption which makes it necessary in many 

cases to divide properties for the purpose of valuation which are now treated as single 
units, tin! present scheme undoubtedly introduces a new element of complication. On 
tho other hand, the entire exclusion of productive and transport enterprise from 
local rating, except for certain easily valued properties, would mean a simplification 
of the system out of all proportion to this additional complication. Local authorities, 
rating surveyors and the Courts have exercised their ingenuity again and again to 
apply the old criterion of the amount which a tenant, on a yearly basis, would pay 
for the properly, (o such unlettable properties as shipyards, iron foundries, docks 
and railways. The crowning absurdity of (lie system is perhaps reached in the case 
of the railway, where the valuation authority is called upon to place an annual value 
on a piece of line passing through its area which may have no stations upon it. 
Commissions and Committees have again and again commented on the complication 
and the resulting uncertainty and high cost of administering this system. 

(iv.) The Reactions of Complete Exemption of Industrial Property on Other Classes 
of Ratepayers. 

It has been claimed as an argument in favour of making the exemption of 
industrial property only partial that complete relief would lead to claims from other 
classes of ratepayers for similar treatment which it would be difficult to resist. This 
is open to question. .The continued appearance of industrial property in the ratebooks 
on a 50 per cent, basis would remind other occupiers of its privileged position. Under 
complete exemption, it would pass entirely from the valuation list, and it would 
come in time to be regarded in much the same way as stock in trade is now regarded. 
The sheer impossibility of extending total exemption to such property as shops and 
offices without wrecking the local taxation system would alone be a sufficient safeguard 
against any such action. 

II.—PRINCIPLES OF DISTRIBUTION OF THE NEW GRANT. 

Although the old self-contained economic community for which the rating system 
was devised has largely disappeared, one may nevertheless deduce from it the main 
principles which should be followed in any distribution of new revenue given in lieu 
of rates on industrial property. In the old community, the cost of providing the local 
government services of the day was spread rateably among all classes of the community. 
Thus the workers obtained assistance from their employers towards meeting their 
social needs which they could hardly have met themselves without help. 

It is important to notice first that in the main such social services were, and 
still are, required not at the place of employment of the workers but at their homes. 
Generally speaking, it is not the opening of a new factory, a new coal-mine or a new 
railway line that causes local expenditure. Even where undertakings are started in 
wholly rural surroundings they usually provide themselves with such services as they 
need, excepting the general use of the public highways. The need for new streets, 
sewers, water supply, housing, schools, police, health services, poor relief, all flows 
from the incursion of population, especially working-class population, that follows 
the new industrial development. 
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Secondly, it will be observed that in the old community the assistance received 
by (ho poorer classes from (heir employers towards meeting their social needs was in 
proportion to the amount of service required and was greater the less their ability to 
contribute themselves, if, therefore, any approximation to the old state of affairs is 
to be reached in the allocation of new revenue— 

I . It must be distributed in the main with reference to population; 
2. This factor should be modified to allow for— 

The comparative need for local services so far as this can be done 
without excessive complication or the introduction of expenditure 
as a factor; and 

(b.) The comparative wealth and poverty of the inhabitants. 

Thus, instead of the present system by which some employees get the benefit of much 
industrial property, some of little, each worker will carry to his home, so to speak, a 
small carefully adjusted element of similar revenue to help him in the provision of 
his social services. Whatever adjustments may be made in local government 
boundaries and in units of administration, it is clear that only by a distribution of 
revenue on a national basis can such a result be obtained. 

It will be recognised that the principles on which it is suggested that the new 
grant should be distributed follow very closely those adopted as the basis of the 
general block grant scheme of last year, and of the more restricted scheme which 
the Minister of Health proposes should be introduced along with any reform of the 
Poor Law. Indeed, one should look forward ultimately to all the assistance given 
to local authorities from national revenues being merged in one consolidated grant. 
In its aggregate amount this would not he far short of the amount being raised by 
rates on houses, offices, shops, &c. 

The formula agreed upon in regard to the general block grant scheme was 
drawn up, however, with special reference to the semi-national services in respect 
of which it was to be given. These did not include the Poor Law, except in so far 
as it covered health services, nor did the scheme cover more than a small part of 
the roads. ,Fov the purposes of the present distribution it is necessary to look at 
local needs from the point of view of all local government services and not merely 
those hitherto the subject of specific grants. It will then be seen that this formula, 
while providing very satisfactorily for variations in the character of the population, 
in its wealth or poverty, and in the sparseness of its distribution, is defective as an 
index of the local need for road services and for public assistance. It so happens 
that it is precisely those districts which stand to lose most by the exemption of 
productive and transport property that are faced with the heaviest burdens in respect 
of these services, viz., the highly industrialised areas and the purely rural areas, 
the loss in the latter case arising not only from the exemption of agricultural land, 
but in many eases even more from that of railway property. It is essential in both 
cases to secure that local finances are adequate to enable local authorities to cope 
with their responsibilities under tho new conditions. 

High icays. 

The demands made upon local finances for the maintenance of the public 
highways outside the larger towns are only to a small extent determined by the 
amount and character of the population in the immediate vicinity. The more 



important Hie road, the wider the area from which it draws its traffic. If therefore 
it is desired to measure tho needs for road services by general factors other than 
expenditure, the area to be taken as the basis of the calculation must be wide. For 
this reason the Barstow Committee, in drawing up the scheme for a General Block 
Grant, came to the conclusion that the more important roads outside the towns must 
be excluded, and, as regards the remainder, that it was impracticable to deal with 
smaller units than the counties and county boroughs. Variations between counties 
in the need for minor roads were allowed for by introducing the factor of sparseness 
nf population into the distribution. 

The same difficulty arises under the present scheme. For the time being the 
system of grants from the Boad Fund should he. able to provide satisfactorily for 
variations in the cost of the classified roads between one county and another which 
cannot be allowed for by the new grant, but as regards the roads now charged upon 
the district rates it is essential that, with the entire exemption of agricultural and 
railway property from local rating, the charge should he transferred to the county. 

Poor Relief. 

Somewhat similar considerations arise in regard to the cost of Poor Belief. 
The present areas, of charge are small. Where the burden is heaviest, it will 
frequently be found that the loss of industrial property is well above the average, 
but there is the additional complication in this case that the burden is extremely 
variable, both in time and place. It seems absolutely essential that any grant of 
the character now proposed, or which may be given under the Ministry of Health 
scheme, should contain a factor varying with the state of employment in the area; 
such, for example, as the proportion of the Ministry of Labour Live Begister to 
the total population. It would only be necessary for this factor to operate when 
unemployment rose above a normal figure. Without such an adjustment, not only 
would areas at present enjoying good employment be in serious difficulties when 
their clay of misfortune came, but existing areas suffering from heavy trade 
depression would either have their initial grants fixed below their needs, or, at a later 
date, be found to be receiving far too much. 

But even with a factor of this character, areas of distribution of the size of the 
Poor Law Union would give rise to serious difficulties. On administrative grounds 
the Minister of Health set out to make the Poor Law service a County charge 
throughout, but he has met with strong opposition from the rural members of the 
House of Commons, who see in it a danger both of loss of local powers and also of 
increased rates due to spreading Urban Unemployment charges over the County. 

These two difficulties, that of the rural roads and that of poor relief, would 
appear to be complementary to each other. If the administration of these services 
is ever to be placed upon a satisfactory footing, it is essential that administrative 
and financial considerations should prevail over parochialism. It is difficult to think 
of any opportunity likely to arise in the future so favourable for accomplishing 
these reforms as that afforded by the present scheme. Both to the farming interest 
and to the industrialists it is proposed to offer a great relief. The farmer will 
escape the rates on his land, the industrialist the rates on his mine or factory, while 
both will see menacing local burdens, the one of road maintenance and the other 
of unemployment, spread over a wider area. In one case, the spreading is to the 
advantage of the town, in the other to the advantage of the country. If, as part 
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of a schemo of this magnitude,,it is impossible to buy these two reforms, then local 
government reform may well be regarded as an impossible task. 

Subject to these two desirable reforms, it should be possible to devise a 
satisfactory basis of distinction of the new revenue to be granted in lieu of rales on 
industrial property, together with any additional grant that may be forthcoming 
either under the block grant scheme of the Ministry of Health or at a later date 
under the general grant proposals. The money would be distributed on the basis of 
population, modified with reference to assessable value per head, the proportion of 
children under five, the sparsencss of population and the degree of abnormal 
unemployment. The grant M) arrived at should be revised only at intervals, probably 
quinquennial, in accordance with the results of a new census. In order to assure 
local authorities that, in course of time, an undue burden would not be thrown upon 
(lie property still left rateable, it is suggested that the proportion which (he grant 
bears at tho outset to the amount raised in rates should be maintained on every 
revision. 

In suggesting that such a scheme of distribution of nationally-raised revenue, 
working in conjunction with the continued operation of the rating system in regard 
to property still rateable, would provide for the satisfactory financing of local 
services, it is not intended to imply merely that it would be as good as the present 
system. It is only necessary to compare the expenditure per head of population and 
the poundage of rates in various areas to realise the serious irregularities and 
injustices of that system. Rather is it intended to imply that the proposed arrange
ments would make it possible for tho first time for many years for every local 
government area to finance its social needs up to a reasonable standard without 
oppressive and injurious taxation and for all local authorities to look forward to 
further movements of the population on the lines of those now taking place with 
some degree of equanimity. 

I I I .—THE SCHEME OF DISTIUHUTION IS PISACTICE. 

Hitherto the principles of distribution of the new revenue in place of the rates 
on industrial property have been considered without reference to the actual revenue 
at present derived by local authorities from such property. It can hardly bo expected 
that a distribution worked out on these principles would approximate at all closely 
to the present very irregular distribution. Returns obtained by the Scottish Board 
of Health in connection with the Rating (Scotland) Act, 1926, show a range in the 
proportion borno by the rates on industrial property to the total amount raised in 
each of the fourteen largest Scottish burghs from about 10 per cent, for Stirling to 
86 per cent, for Paisley; Edinburgh being about 17 per cent, and Gilasgow 22 per cent. 
For partial communities such as the dormitories of London or the Welsh mining 
valleys, there would be a still greater range of variation. 

It would, of course, be necessary to guarantee all authorities against an 
immediate increase of rates on the exemption of industrial property, and the 
operation of the distribution formula would at the outset, therefore, have to be 
limited to the new money that was being provided. But this initial distribution of 
the deficiency grant should not bo regarded as stereotyped for all time. In the event 
of a decline in the population of any area this grant should be proportionately 
reduced on the next revision; it should also be reduced with reference to a decrease 
in an abnormally high level of unemployment. Increases in respect of these factors 



should, however, be made on the formula grant, not on the deficiency grant. Further, 
in order to guarantee, and indeed hasten, the disappearance of the deficiency grant 
as such, it has been suggested that at each quinquennial revision a uniform 10 per 
cent, should he deducted from all deficiency grants and redistributed upon the 
formula basis. 

It is proposed that the distribution of the formula grant should be made to two 
types of authority and two only. viz. :— 

(1.1 Hie county and county borough councils, which it is contemplated should 
in future be in charge of the administration of the semi-national services— 
education, all highways other than streets of no through traffic value, 
police, some health services and poor relief: 

(2.) The district authorities. borough, urban and rural district councils, 
carrying on the domestic services of sanitation, maintenance of residential 
streets, street cleaning and lighting, &c. 

County borough councils would of course receive both grants. 
A dual distribution of this kind would take no account of the special position 

of the minor authorities for education and police, which, though primarily responsible 
for domestic services, yet provide one or both of those semi-national services. 
They would of course receive the grant in respect of domestic services, but it would 
bo impossible without excessive complication of the scheme to provide special 
adjustments in respect of these additional services. If. therefore, these authorities 
wish to retain their special powers, they must either be content to share rateably 
through the general county rate in any new formula grant to the- county councils, 
or they must make special arrangements with their respective county councils for 
further assistance. Failing such arrangements, the scheme would so operate in many 
instances as to exert a steady financial pressure on these authorities to give up their 
powers, and it is to be hoped that in this way the strongly entrenched position which 
these authorities at present occupy would be secured piecemeal without the 
administrative disturbance and political risk involved in a frontal attack. With the 
final elimination of these minor authorities following upon the transfer of all 
highway and poor law services to the county and county borough councils, the system 
of administrative areas could at last be said to be on a reasonably satisfactory 
footing and attention could then lie devoted to improving the organisation, and 
particularly the financial control, of the major authorities to enable them to cope 
satisfactorily with the enlarged responsibilities that it would then be possible to 
entrust to them. 
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Memorandum by Minister of Health. 

In tho following Memorandum I hare taken no account 

of a Bill for the reform of the poor lew, the introduction of 

which depends on the cteoision on the Chancellor's proposals for 

reform of the financial relations between the Exchequer and the 

local authorities. 

Poor law Reform therefore being excluded, Bills on 

the following subjects have been under consideration for the 

forthcoming Session in the Ministry of Health 
(1) local Auliiorities (jPinanaial Provisions) 

(2) national Health Insurance 
(3) Valuation Amendment, which might perhaps be 

taken in one Bill with 
(4) London (Valuation and Hating) 

(5) Railway Rating 
(6) Lunacy 

(7) Remuneration of Registrar :. 

It has also been proposed to oontinue the taBk of consolidating 

the various statutes under which the Ministry works by passing 

this year a Pood and Drugs Consolidation Act. 

It will be observed that the above list does not 

Include a Slum Improvement Bill. My plans for dealing with 

this problem are fairly advanced but I reojiire more time for 

the completion of the scheme and for the necessary 

consultations with local authorities and others interested. 

It could conceivably form part of the 1929 programme. 

(1) Local Authorities (Financial Provisions). 
The Oabinet have already authorised the introduction 

of a Bill on this subject. 



( 2) National Health Insurance . 

The basiB of this Bill is the recommendations in 
tho Majority Report of the Royal--Commission Which reported 
in February, 1926. 

I have decided that it is impossible for several 

reasons to act at present on two of the rocommendations, in 

favour of the abolition of Insurance Committees and of the 

partial pooling of surpluses of societies to secure the 

provision of specialist services. 

Biere are, however, a number of other recommendations 

which have been fully discussed and substantially agreed 

with the Approved Societies Consultative Council. Societies 

generally are very anxious that effect should be given by 

legislation to these recommendations. As time goes on and 

no Bill is produced, unrest and uneasiness develops among 

them. 2hey have also a keen appreciation of the fact that 

in addition to the K&dority Report, there was a Minority 

Report of the Labour representatives on the Royal Commission 

proposing, amongst other drastic changes, the abolition of 

the Approved Society system. She political power and influence1 

of Approved Societies make it desirable in present circ\imstances; 

to meet their views if possible, especially as they are still 

very sore over the Economy Act of 1926. 

There is this also to be said, that in one respeot 

the Bill would be a public health measure of first class 

importance - namely in respect of regulation of additional 

treatment benefits, mainly dental and ophthalmic Societies 

are now spending about four millions a year on these benefits 

and they constitute probably the most important advance in 

preventive health treatment made for many years. At present 

my powers of controlling this large expenditure are wholly 



wholly inadequate, ana the result is such constant friction 
c 

between the Societies and the professional concerned that 

arrangements are carried on with difficulty end in a manner 

which leaves much to be desired. The rectification of this 

position would be an undoubted asset to the Government. 
The £ill proposed would be a Committee measure to 

be taken in Standing Committee and should not occupy more than 
one and a half day's of the time of the House as such. 

(3) Valuation Amendment. 

The combined effect of the Bating and Valuation 

Act, 1925, and the Rent Restriction Acts, as interpreted by 

the judgment of the Courts, gives rise to a situation of 

considerable difficulty which in my view renders legislation 

inevitable and urgent. The Rating and Valuation Act, 19£5, 

in the Interests of uniformity prescribed a scale of deductions 

which are to be made from the gross values of properties in 

determining rateable value; this general scale replaces very 

varied scales which are in operation in different districts; 

the Act also prescribed the allowance to be made to owners in 

respect of compounding, which it fixes at 10 per cent in place of 

the varied, and in many cases very larfee, allowances at present 

in operation. By the decision of the House of Lords in the case 

of Nicholson v. Jackson tenants have been receiving th.6 benefit 

of any compounding allowance on the increase of rates since 1914 

and the effect of decreasing the allowances is to increase the 

rents paid by the tenant, quite apart from any increase of 

rent which may result from increases of rates or of assessments' 

The effect of Hicholson v. Jackson is anomalous, for the 

allowances are clearly owners' allowances for risks undertaken 

v. O 



by them; in view of the House of Lords deciaion a reduction 

in the amount of allowances does not affect the landlord but 
takes from the tenant something which, he never ought to hare 

had. The bulk of tenants will not concern themselves, hor/ever, 

with the question whether Nicholson v. Jackson was equitable, 
but the fact that their rent is to be inareased will appeal 
to them quite directly. 

It was recognised in 1S25 that fux*ther legislation 

on thiB question night become necessary. In the course of the 
Debate, after referring to the decision in the case of 

iliohol3on v. Jackson and pointing out that the 3111 provided 

that the proposed changes in the law relating to compounding 

should not cone into operation until after the expiration of 

the Rent Restrictions Act3 as they then stood, I went on:
"Hon. Members opposite may say: "But the Rent 
Restriction Acta may have to be prolonged, and may not 
actually cone to an end when they are due to expire". All 
I can say is, if that be so, that there is plenty of 
time before us to consider what steps it may he 
necessary to take, and I rn.ll go so far as to say that 
we certainly should consider, in the event of any 
prolongation of the Rent Restriction Acts, whether any 
steps were necessary in order to provide against an 
alteration in the existing practice." 

The effects referred to will make themselves felt on the 

coming into operation of the first valuation list under the 
Rating and Valuation Aot, 1925. In the great majority of 

cases the first valuation will come into operation on 
1st April, 1929, but in a number of districts the date is 

1st April, 1928. Birmingham, for example, has oh0 3en the 
earlier date and their revaluation is now practically 
complete, so that the extent of its effects oan be appreciated. 

It shoves that the rents of small weekly properties will be 

inoreaeed by varying amounts up to as much as 9d, or lQd. 
a tveek. 

An attempt has been made to consider what is 
likely to happen generally. Estimates are very difficult 
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to make, for ezact information is not available, and it is 
necessary to make a number of assumptions but the result of 
the examination of a number of sample districts leads to the 
conclusion that it is likely, in the absence of legislation, 
that there will be an average increase in the rents of 
compounded properties throughout the country of something in 
the neighbourhood of 4d. or 5d. a week. 

It is proposed to meet this difficulty "by 
providing that for the first valuation under the Rating and 
Valuation Act 

(a) She scale of deductions from gross value for the 
determination of rateable value shall he altered 
so as to make the scale more generous for the 
smaller houses. 

(b) To inorease the compounding allowance from 10 to 
say 15 per cent. 

It is estimated that hy this means it vrf.ll he possible on the 
whole to leave compounded property in practically the same 
position as at present, though the ohange to uniformity will 
of oourse mean that some tenants will pay slightly reduced 
rents while others will have their rents slightly increased. 

f -5 London (Valuation and Rating), 

There are three matters which make it necessary 
to consider legislation dealing with valuation and rating 
in London 

(a) The necessity for putting something in place of 
the temporary Valuation (Metropolis) Amendment 
Act, 1925. 

(b) The desirability of applying the provisions of 
the Rating and Valuation Act, 1925, as regards 
luting of machinery to London as nearly as possible 
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contemporaneously with their coming into forca in 
the Provinces . 

(c) The desirability of general co-ordination of the 
rating and valuation lav? in London with that in the 
Provinces. 

The Valuation (Metropolia) Amendment Act, 1925, provided 
for the ascertainment of rateable value by the use of 
certain scales of deductions from gross value. It was 
expressed to apply for the quinquennial valuation of 1926 
only and it will be necessary to provide for a scale, 
probably different from that ore scribed in 1925 to apr*ly 
for the 1931 valuation. A Bill to deal with this should at 
latest be passed in the early part of the 1929 session, but 
looking to the life of the present Parliament it cannot be 
left till then and local authorities would be justified in 
pressing that it should be dealt with in 1928. The benefits 
of the rating of machinery provisions will in the majority 
of districts come into operation in 1929 and it is 
important that the advantages of the provisions shall become 
available to London ratepayers at the same time . 

The co-ordination of the London and Provincial 
codes of valuation is very desirable and may be taken as 
generally agreed except as regards two important points, 
the abolition of the single valuation for rates and taxes 
and the revision of assessments in the interval between two 
quinquennial valuations . As regards the first the Exchequer 
has an interest for the pommissioners of Inland Revenue are 
of opinion that the present system involves them in serious 
losses. ; 

There is much t'p be said in favour of a 
comprehensive 3ill dealing with these questions and with 
the matter referred to in-paragraph 3 under the heading 



Valuation Amendment. It must be recognised, however, that 
there are questions arising in connection with the general 
co-ordination of London Valuation Kith that in the Provinoes 
which might well involve so much controversey as to make it 
impossible to ensure the passing of the measure in reasonable 
t ime. 

I am, therefore, of opinion that the best plan will 
be to deal with the Valuation Amendment point, the analogous 
question of the replacement of the Valuation (Metropolis) 
Amendment Act, 1925, and the application of the rating of 
machinery provisions to London in one short urgent Bill, 
leaving the more general question of the co-ordination of Loss o u 
and Provincial rating to a later date. 

1 am of course aware of the difficulty of passing 
legislation before Easter. Nevertheless I am bound to point 
out that there are special oircumstances which make it extremely 
Important to get this Bill through as near the 1st of April 
as possible * 

If th6 amending Bill did not pass until June or 
July the result would be that local authorities adopting the 
year 1928 for their first valuation would make their rates on 
the provisions of the 1925 Act as they stand in April, 
landlords would thereupon serve notioes on their tenants as 
required by the Sent Restriction Acts and would collect 
Increased rents and when the Bill passed fresh notioes would 
have to be served by the landlords and adjustments made and 
the looal authorities would be involved in very numerous 
adjustments In the rate and valuation boots. 

(5) Railway Rating. 

The Rating and Valuation Bill contained clauses 



dealing with the valuation of railways designed to secure the 
valuation of the railways in cumulo, and the apportionment of 
the valuation "between different areas: these olauses were not 
proceeded with through lack of time. The present position of 
railway valuation is unsatisfactory to both local authorities 
and railway companies, and legislation is urgently required: 
it is possible that it may suddenly become unavoidable. There 
has been no re-valuation of railway properties sinoe the war, 
and it is almost oertain that the application of pre-war 
practice and Court decisions would, on account of post war 
changes in costs, result in impossible valuations. If 
re-valuation took place in the absence of fresh legislation 
the local authorities would probably find themselves faced with 
enormous losses of rateable value , and the rural areas would be 
especially hit. And it is agreed on all hands that the present 
method of parochial assessment is artificial, costly and 
unsatisfactory. Since 1921 the pre-war assessments have been 
adjusted, by the application of a percentage agreed between 
representatives of the local authorities and companies 
negotiating centrally. It is an entirely extra-statutory 
arrangement which may break down at any timer It has resulted 
year by year in reduotions of railway rateable value, and 
local authorities, particularly the rurals, tend to become 
increasingly dissatisfied with the results of the central 
negotiation: the railway companies are also dissatisfied and 
it is understood that they threaten to break away entirely 
from the present makeshift arrangement unless they are given 



given definite assurances that legis lation will be 
immediately undertaken to place railway rating on a 
satisfactory and permanent basis. 

Representatives of provincial local authorities 
and the railway companies have been discussing the method 
of a permanent solution for some eighteen months, and have 
prepared a Bill providing for a valuation in oumulo which 
is more or less completely agreed. 

Negotiations are continuing and the Scottish and 
Metropolitan authorities, whose concurrence will be necessary 
if an agreed measure providing for a valuation in cuinulo 
la to be secured, are now taking part. These negotiations 
may result in general agreement in the near future, and in 
that case very strong, pressure is likely to develop to give 
effect to it by legislation in the coming session. 

If agreement is not shortly reached, a difficult 
situation may arise. Railway Companies will undoubtedly 
consider seriously the alternative of taking appeals under the 
existing law against the individual parochial assessments 
throughout England and Wales, and they may no iLonger be 
deterred by the considerations vfhioh have so far weighed with 
them* Such action may produce a position seriously affooting 
the finances of local authorities in a number of areas and 
may necessitate legislation imposing some sort of temporary 
settlement. 



(6) Lunacy. 

As in the oa^e-oriTatiOTial-BeaL^^ 
I eon here in presenoe of the report of a strong Boyal 
Commission whioh under the Chairmanship of Mr, H.P. Macmillan 
made a moet exhaustive enquiry into lunaoy legislation 
and administration and furnished a unanimous report in 
July 1926, proposing a oonsiderahle number of reforms. 
This report had an excellent reception and it ia highly 
desirable that effect should be given to it. To do BO in 
full would require a Bill of euoh length and oemplexity that 
it oould not be ooneidered at the present stage. But there 
axe four recommendations cn which I think that early 
legislation is extremely desirable and would redound to 
our oredit &B a government. These are;

(a) the provision of powers to receive persons Buffering 
from mental illness, but possessing volition, without 
certification into all classes of mental institutions. 

Such persons oan now be reoeived only on payment in registered 
hospitals and lioensed houses. Such a differentiation 
between the poor and the well-to-do ought not to oontinue 
a day longer and I am moreover advised that early treatment 
without certification would have the moat potent results in 
reducing the number of those who now become certifiable: 
(b) power to local authorities to undertake out-patient 
treatment and after-care of those who are or have been 
mentally afflicted and to undertake researoh - the case 
for these reforms does not need argument: 
(c) provision for certain further safeguards for the medieal 
profession in issuing certificates - at present the position 
is suoh that medioal men hesitate to oarry out their duties 



under the Lunacy Acta for fear of vexatious prosecutions: 
(d) reorganisation of the Board of Control on lines recommended 

by the Royal Commission. 
This measure might well be introduced in the Lords . 

(7) Remuneration of Registrars. 

These officers have a grievance of long standing in 
that in many areas their fees have not been increased as have 
been the emoluments of other officers in connection with the 
inorease in the cost of living. They have behaved with very 
great patience, their claim oannot be disputed, and I am very 
desirous of securing the legislation necessary to meet it. 

Of the above measures, those which stand first in order 
of urgency are the Looal Authorities (Financial Provisions). 
National Health Insurance and Valuation Amendment Bills. The 
first of these must in any case be passed. The seoond is not 
only most desirable politically because the powerful interests 
represented by the Approved Societies are pressing hard for it 
but is demanded on publio health grounds In regard to the 
question of treatment benefit?. The third is in my judgment 
politically necessary. 

I must therefore urge most strongly that arrangements 
be made for the passing at least of these three bills . 

As regards the other measures, I must admit that they 
do not present the same case of urgency though I should be sorry 
to lose any of them, and I must make it clear 



olear that in regard to railway rating I am oonfronted with 

a position of considerable delicacy and difficulty. 

23rd January, 1928. 
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SECRET. 
Cow No. 3 0 

CP. 10 (28). 
T H E CABINET. 

P R O P O S A L TO W I T H D R A W T H E 2 N D BN. C O L D S T R E A M 
G U A R D S F R O M CHINA. 

MEMORANDUM BY THE ACTING SECRETARY OF STATE FOR WAR. 
I subjoin a memorandum by the Chief of the Imperial General Staff in which beproposes to withdraw the 2nd Bn. Coldstream Guards from Shanghai, and bring it home Infc 

at an early date, on account of the unsatisfactory state of health of the battalion. This 6
would leave in China one other Guards battalion (the 2nd Bn. Scots Guards), which is 
now stationed at Hong Kong. 

I am aware that the Mayors of leading Canadian cities have expressed the hope that 
the Guards might be brought home through Canada, but, as pointed out in the memo
randum, the journey across Canada should not properly be undertaken before the middle 
of April, and I do not wish to defer the move of this unit so long. Moreover, the route 
through Canada would be much more expensive than that vid the Suez Canal. Even if 
Canada undertook to pay the difference, any such arrangement would require negotiation, 
and involve delay, which should be avoided in view of the state of health of the 
battalion. 

I therefore trust that my colleagues will agree to the proposal of the Chief of the 
Imperial General Staff. 

JOHN GILMOUR. 
T H E W A R OFFICE, 

23rd January, 1928. 

1. The General Officer Commanding, North China Command, has found it necessary 
to make a special report on the state of health of the 2nd Bn. Colclstream Guards. For 
some months the sick rate of this battalion has been considerably higher than that of any 
other, and in August, 1927, the ratio of sick was 177 a 1,000 as against' 105*8 for the 
garrison as a whole. 

The General Officer Commanding attributes this abnormal sick rate to the average 
age of the men (211- years), which is below the average of other battalions and is due to 
the fact that the majority of Guardsmen are on short service engagements. No further 
drafts are being sent for this battalion. 

2. The following are the alternative remedies to the present state of affairs :— 
(a) The 2nd Bn. Coldstream Guards to be sent to India and relieved by a 

British battalion from there. The health of the battalion would probably not 
benefit from the climate of India. This alternative would also dislocate the 
relief programmes. 

(b) The 2nd Bn. Coldstream Guards to be brought home without relief. The 
battalion is now at Shanghai, and if it is still considered necessary to retain 5 
battalions at Shanghai, the 2nd Bn. Coldstream Guards could be relieved by 
one of the l-eserve battalions at Hong Kong. 

3. Of the two alternatives I consider (b) to be preferable, and am of opinion that a
further reduction of the Shanghai Defence Force to this extent could now be carried out 
without risk. I therefore recommend that orders be now issued for this battalion to 
return home. 

(B18/17) 100 1/28 W.OP. 3477 



4. Should my recommendation contained in paragraph 2 (b) be approved, there are 
two alternative routes— 

(a) Vid Canada. 
(b) Vid Suez Canal. 

The selection of the Canadian route entails an expenditure of approximately 
ii46,000, which includes the refitting of the " Assaye," now in Far Eastern waters, for 
passage across the Pacific and its subsequent return to the Far East. The journey across 
Canada should not begin before the middle of April at earliest on account of climate. 

The Suez Canal route entails an expenditure of approximately £27,000, which 
includes the refitting of the " Assaye " and dispensing with that ship on arrival home. 
A further expenditure of JI20.000 would be necessary if it were decided to send back the 
" Assaye " to the Far East. I consider the presence of this ship in the Far East either as 
a transport or hospital ship to be no longer necessary. 

The " Assaye" in the Far East is at present costing .£12,000 a month. 
5. To sura up, I recommend and request approval for the following :— 
(a) The 2nd Bn. Coldstream Guards, to return home. 
(b) The route to be via the Suez Canal. 
(c) The transport " Assaye " to be used and dispensed with on completion of the 

voyage. 

12th January, 192S. 
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The accompanying statement showing the 
Parliamentary time which it is estimated will he 
available to the Government from February 7th to 
July 31st, 1923 , has been prepared by the Acting 
Chief Whip in accordance) with Cabinet 1(28), 
Conclusion 4 (b), and is circulated by direction 
of the Prime Minister for consideration by the 
Cabinet on Wednesday next, the 25th instant. 

(Signed) K.PJU EAIiKDY, 
Secretary to the Cabinet. 

2 Whitehall Gardens, S0".:/. 1., 
23rd January, 1928. 
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BUSINESS 0? TIIE HOUSE OF COMMONS, 1928 SESSION. 

The time available to the Government from Tuesday, 7th 
February to Tuesday, olst July, allowing Private Members their 
full tine and recosses at Easter and Y'hitsun of 11 days1 

duration. Is 86£ full sittings, and of this total 64^ 
sittings'mu3t be set apart for the usual compulsory and 
essential Business, " 

Debate on the Address. . , . . .4^-

Business of Supply 32 

(a) Supplementary Estimates (4 sittings); 

Cto) Speaker out of the Chair on all 
Services and Committee and 
Report of the necessary votes; 

Consolidated Fund Billj 
Allotted Supply Days; and 
Appropriation Bill. 

Rud.f et Pi nanr*e B U I - * c . . . . . . . . . . . 15 

Minor Annual B1IT.S -* 

Expiring Laws ; 
l3le of Man (Customs); 
Army & Air Force (Annual); 

? Public Works Loans 

C o n t i nge no i e s -

Votes of Censure; 
Chairman of Ways & Means Bills; 
Special Debates, 

(e.g. Prayer Book Measure, 1928) 

Adjournment Motions at Recesses 

64-5- sittings. 

In the lirht of the experience of the last three sessions, 
the time allowed for essential Business and Contingencies, is a 
reasonable estimate, and should this prove sufficient, 22 full 
sittings remain before the end of July for the Chief B iXTs 
of t,he "session, 

(Signed) George Kennessy. 

23rd January, 1928 
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Note by, the Secretary. Cabinet. 

In accordance with the decision of the Cabinet at 

their Meeting on. January 18th 1928 (Cabinet 1(28) Conclusion 

4 ) , I requested, all Cabinet Ministers to forward a list of 

tho Bills which they would lihe to have considered for 

introduction during the coming Parliamentary Session. 

The replies to this enquiry are set out in the attached 

lists. List A contains the usual Compulsory Annual Bills. 

List B contains the names and brief particulars of general 

Departmental Bill3 which Miniators have inf ormsd me that 

they wish to introduce. 

In January 1927, tho Home Affairs Comma ttse had. 

before them similar list'; of Bills, which, in accordance 

with the procedure of recent years, tho Committee reclassifiel 

into the fol3.cwing categories 

List (A) - Usual Compulsory Billi. 

List (Bl)- Essential Bills of major importancV. 

List (32)- Other Essential Bills. 
List (01)- Useful Bills,, mainly non-controversial.x 

List (CSJ- Consolidation Bills. 

List (D) - Bills which are not yet ready and 
which can stand over for further 
consideration at a later date. 

, Whitehall Gardens, s.W.1. (Signed) H..P.A. EANXEY. 
23rd January, 1986" ^ 

* ' Secretary, 
Cabinet. 



LIST "A.". 

Ti SUAL X2OTLSQJIY Ai: JUAL 3ILL3. 

rGPAHIIEKTS. B jlLLS. SBHAHZS. 

KBASUHT. 

j 

Public V/or Irs Locn Bill. 

Consolidated 1*11111". Bill. Must pasr before ond 
of March, 1923. 

finance Billj 

Isle cf lien Oast ens Bill. 

Appropriation Bill. 
* 

* 

Inspiring Laws Continuance 
3ill. 

Lust ---ess before end 
cf December, 1923. 

w a s o^piob a::b Army a n c l Air L!dst rec ive Royal1 

or eo 
ats i i i r i s T H Y . Annual Bill. Assent by Arril 30'. 

1928. 



LIST "B". 

C-EIfuRAL DEPARTLlEKTAI 3 ILLS . 

DEPARTiffiNT. BILLS -

IOULTURE AND FISHERIES 1. Agricultural Credits 
tiEKJSTBZ OP Bill. 

2- Rabbits Bill. 

! 3* Agricultural Produce 
(Grading etc) Bill. 

4* Industrial and 
Provident Societies 
Aot (Amendment Bill) 

 EE PARTJJBNT AL REMARKS 
ETC. 

The Prime ilinister is 
pledged to introduce 
this Bill. 
The Rabbits and Rooks 
Bill,introduced by the 
Government last year was 

i rejected by the Select 
i Committee of the Houso . 
I of Lords. Both the 
National Farmers' Union 
and the County Councils1 

Association have again 
pressed for legislation. 
In tho new Bill the part 

I relating to rooks has 
' been dropped as this was 
j the chiof ground of 
objection, and so far as 
possible efforts have 
been made to meet the 

j views of the Select 
i Committee. 

i Kon controversial. 

An urgent one clause 
Bill to prevent the 
liability of members of 
Societies registered 
under the Industrial and 
Provident Societies Act 
1893 being increased by 
an alteration of the roles 

without their con
sent in writing. (See 
Cabinet 61(27) Conclusion 
8 ) . It has not yet been 
decided whether the Bill 
should be introduced by 
the Minister of Agricul
ture or by a' Treasury 
Minister. 



(Continued). 

, DEPARTlffiXT - BILLS DEPARTMENTAL REMARKS, ETC 
—... 

and 
5  o Naval Prize Rind 

Bill. 
The Bill Is required for 
the purpose of discharging 
the Naval Prize Tribunal 

TKEA.SURY. 
and its members!, providing 
for the defacement of the 

j Seal and giving sanction 
' fof a" method, for deaTing"
! wifch outstandlpg and 
j future claims." 
I It is possible that the 
I part of the Bill covered 
I by the \v0rd3 xindor lined 
j may be dispensed r;ith* 

-

GENERAL' POST Oi'PIGE. ; 6* Post Office Sites 
Bill. 
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LIST "3". 

(Continued) * 

BULLS. DEPART.ErTTAL REIiARZS, etc 

7o Telegraph Uonoy Lust pass before the Summe: 
Billo Recasso 

8c Factory Bi This is an amending and c o n M 

solidating Bill which has 
been in preparation by var
ious Governments for several 
years-, The Labour Government 
introduced a Bill in 1924, 
and this, in a considerably 
moiified form, was introduced 
by the present Government in 
192S, The Bill of 1926 has 
been further modified and as 
a result of discussions which 
have been taking place sinoe 
the Autumn with represont
aJ:ives -"f the Confederation 
of Employers Organisations 
will probably bo still furtheJ 
revised. Repeated promises 
have been made that a 
lactories Bill will be passed I 
into law during the lifetime 
of the nrestnt Government9 

The 3ill,if it is to mark any I 
advance on existing legis
lationjis bound to be ccntro-- I 
yersial. The Labour Party 
will oppose it on the gx-ound 
that it is not sufficiently 
stringent in so far as it 
falls short of their own Bill 
of 1924, and there are no 
doubt a number in the Conserv 
ativo Party who will oppose 
it on the ground that it v/ill 
impose burdens that.industr 
at the present monent is 
quite unable to tear. There 
is .,however9good reason to 
believe that the objee*t,ions 
which the Confederation of 
Employers Organisations ct 
first entertained have been 
very considerably modified 
as a result of the disuusa
ions mentioned above. 

Rep res entati on See 0.Pa3(2Q) Memorandum by 
of the People the Home Secz^otary covering 
Equal Franchise first draft of Bill, 
Bill. 



LIST "3" 

(Continued). 

DEPART :£c2\T . B I L L S . 

hlB OPFICE. 10.. Childrena' Bill. 

11. Shops Bill. 

i 12. Aliens Bill. 

DEPARTMENTAL REillRES, ETC. 

See CP.5(28). Memorandum by 
the Home Secretary indicat
ing lines on which Bill is 
being drafted. 

On the 20th lecember the 
Home Secretary circulated a 
memorandum (C .P.324(27)) on 
the findings of the Committee 
which he had appointed to 
review the Shops (Early 
Closing) Acts. This memor
andum was considered by the 
Cabinet at a meeting on the 
22nd Deo ember, and the Home 
Secretary was authorised to 
prepare a 3ill for the 
Cabinet1s consideration 
sec Cabinet Conclusions 
6i (27) -I. The Bill is 
in course ox preparation. 
The Home Secretary circulated 
a memorandum (H.A..25 (27)) to 
the liome Affairs Committee, 
on this Bill on the 18th 
March last year* The memoran
dum was considered by the 
Cabinet at their meeting on 
23rd March (Cabinet 18(27) 
page 13) and they authorised 
the introduction in the House 
of Lords of the Bill submitt
ed for their consideration. 
The Bill was introduced and 
passed the House of Lords 
but progress with It in the 
House of Commons was made 
impossible owing to laok of, 
time. The purpose of the Bill 
is to make permanent the 
powers under whioh Orders 
regulating the control of 
aliens may be made. In the 
absence of the provisions 
contained in the Bill,it will 
be necessary in futureu as it 
has been in the past, to-

Include the Aliens Restriction 
(Amendment) Act,1919, each 
year in the Expiring Laws Act. 



LIST "B" 
(Continued). 

DEPARTMENT BILLS. DEPARTMENTAL RBilARKS, ETC 

I 

13- Petroleum Bill. ; See Cabinet 52(27) 
! Agreement with the Interest
jsd parties has practically 
- been re ached* 

14. Security of I Preparation of Bill aonrovod 
Reservoirs Bill. I by Cabinet 13(27). Bill 

I might be introduced by a 
! Private Member. 

IrD OP E D U C A T I O N . 15* Teachers (Suner- j Under the Act a teacher can 
animation Act 1925); remain a contributor to the 
Amendment Bill. jPund for a period not 

I exceeding four years., during 
I which he is employed outside 
the United JCingdom in a 

; school in any part of the 
! British Empire. It is pro
i pos fr& to extend this pro
- vision to include schools 
I maintained In foreign 
jcountries for the education 
iof children of British 
I subjeots. The main object 
I is to get better teachers 
! for the schools maintained 
iby tho British community in 
; the Argentine and certain 
; schools at Alexandria in 
j which the High Commissioner 
I takes great interest. The 
jBoard of Education are try
j ing to get this introduced 
j as a Private iiember1 s Bill, 
; but if they fail it ought to 
jbo introduced this Session 
j as a Government Bill. It 
I can be introduced in the 
I House of Lord s and will be 
jvery 3hort and non-content
! iouso 

OTTISE OP?ICE. 16,. Reorganisation of See H.A.17(27), H*A.C5(27 )3. 
Offices (Scotland) 0,15 (27) 8 a 

Bill to transfer the powers 
and duties of the Scottish 
Board of Health and Board of 
Agriculture for Scotland to 
corresponding Departments of 
"Health and Agriculture and 
to reorganise the Register 
House. 
Bill was introduced last 
Session on 15th March,1927, 
and the 2nd Reading Debate 
was adjourned on 23rd March 
last. Owing to vacancies In 
the Boards and the age of tho 
remaining members, the p.resent 
offers an opportunity of re
organising the Scottish 
Departments which may not 



1153? "B". 
iContinued). 

HBPARTHEKS B I L L S . I 

JOTTISH 

17. Eating (Scotland) 
Amendment Bill

18. Educational 
Endowments 
(Scotland) Bill. 

! DEPARTx.uiKTAL REi-IARKS, ETC 

recur for a long period. 

See H.A035(27)., H.A.C. 
10(27) 4, 0.52(27) 4. 
Bill to amend Section 13 
(3) of the Rating 
(Scotland) Act,1926, so 
as to give effect to the 
original intention that 
the grant payable to 
Eating Authorities under 
the Scottish Agricultural 
Rates Acts,1896 and 1923, 
should not be reduced. 
Bill requires a financial 
resolution and should be 
passed by 28th iiarch,1928 
at latest. 
At Cabinet held on 26th 
October,1927, it was 
deoided that the intro
duction of the Bill 
should be postponed until 
next Session but that 
special arrangements 
sshould then be made to 
ensure Its passage into 
law before;the 28 th 
iiarch 192S. Cabinet' n52(270 lo' 
The Educational Endowmente 
(Scotland) Bill - to make 
further provision for the 
-re-organisation of 
Educational Endowments In 
Scotland. In the course 
of discussion in Committe e 
on the Ratings (Scotland) 
Bill (29th June, 1926), 
the Secretary of State 
gave an undertaking to 
appoint an Executive 
Commission on Endowments. 
In reply to a question in 
tho House on November 15th 
1927, it was stated that 
legislation was necessary 
to give effect to this 
undertaking and that tho 
terms of a draft Bill 
wero then under consider
ation. 



D2PARTKENT. 

IISH OFFICE. 
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LIST "B" . 
(Continued). 

B I L L S . 

19. Childrens Bill, 

20. Bill to allow 
solemnization of 
marriages in 
military chapels 

21. Official Secrets 
Act (Am endmen t) 
Bill. 

22. Bill to amend 
Government of India 
Act, the East India 
Loans Acts and 
other Acts. 

DEPARTMENTAL REMARKS, ETC. 

The Secretary of State for 
Scotland thinks that it is 
probable that he will be 
pressed to introduce l e g i 3 

lation to give effect to the 
recommendations of the 
Committee on Sexual Offences 
against Children and Young 
Persons in Scotland (which 
h a 3 reported) and the Com
raittee on Young Offenders in 
Scotland. 
If the Home Secretary's Bill 
to amend the Children Act 
is proceeded with an oppor
tunity might be afforded of 
including provisions relating 
to Scotland which would in
ccrporate cone of the 
recommendations of these two 
Committees. 

Bill still under discussion 
with the Ecclesiastical 
authorities and is not yet 
ready for introduction. 

Bill has been approved by 
the Cabinet (Cabinet 48 (26) 
12). 

The object of the Bill is to 
enable the Secretary of State 
to bank with the London Office 
of the Reserve Bank and to use 
this Bank as the domicile for 
Indian sterling loans, as an 
alternative to the present pro
visions of the lav; under which 
the Secretary of State banks 
with the Bank of England and 
the Bank of England is, 
generally speaking, the 
domicile of Indian sterling 
loans. 
But the introduction of the 
proposed Bill iiito Parliament 
must await the passage of the 
Reserve Bank Bill which will 
shortly be placed before the 
Legislature in India. 



LIST "B". 

(Continued). 

1 - -1 — -i ' 1DEPARTMENT. i BIL : S . DEPART^NTAL R^IARES, ETC. 
i 
i 
i 

jORD CHANCELLOR ! 23. Judicature Bill, A number of miscellaneous 
: clauses dealing with various 

t matters, some of which are 
now long overdue for legis

i lation. 
1 

i 24. Arbitration Bill. Glauses to give effect to the 
I 

recommendations of the 
I Committee on the Arbitration ii Acts presided over by Mr. 
i Justice :Jackinnon. 

Listrict Probate Clauses to give effect to 
i Registries Bill. proposals for the reorganis
i ation of these Registries, 
! which have their origin inaa 
i Report made by a Committee 
i presided over by thr.Justice 
i Tomlin some years ago and in 
*1 agreements subsequently 
i Treasury and the District 

; Registrars and Clerks 
! concerned. 

I ! 

NOTE. Clauses on all the above matters have been in 
draft for some months, but the Lord Chancellor 
has not yet decided whether they should be 
embodied in 1, 2 or S Bills. He hopes to reach 
a decision on this point at an early date. 

!26. Judicial Committee: Bills on this subject were 
Bill. introduced in 1926 and 1927 

but failed to pass through 
i lack of Parliamentary time. 

ATTOREEY GENERAL. 127. Resolution for two; This is a matter of urgency 
extra judges. as the Courts are feeling 

the bad effects of the short
age of judges owing to the 
failure to pass the Resolut
ion last month. 

STRY OE TRANSPORT.;28. Road Traffic Bill, For explanatory noxe see 
Appendix "A". On 14th December 
1927 the Cabinet approved the 
proposal that the draft Bill 
should be revised in accord
anoe with the conclusions of 
the Coiamittea of Home Affairs 
(Cab.61(27 )9) and II.A.C. 11th 
Conclusions (27) and cook not 
that the revised draft B U j l 
would be circulated to the 
Home Affairs Committee for 
further consideration in con
nection with the Government's 
legislative programme for 1926 
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TDEPARTMENT. BILLS j DEPARTMENTAL REMARKS, ETC, 

also 
MSTKF Q21 TRANSPORTj Road Traffio Bill T&e Cabinet/desiredto have 

ONIAL OFFICE. 

IONS OFFICE.

ISTRY OF HEALTH 
tea C.P09(28). 

(Continued) an opportunity of cxam-
Inlng the 3ill in dotail. 

29o London Traffic Bill, j For explanatory note see 

;SO. Legislation to deal 
with charging powers 
of Transport Undor
takings o 

I 31. The British Guiana 
Bill. 

32. The Straits Settle
ments and Johore* 
Territorial Y/aters 
Bill. 

I 3-5. Legislation respoct- : Reference Cabinet 60(27)4. 
ing Irish Treaty j A Bill may be necessary but 
Pensioners. : no decision has yet been 

;reached as to its form or 
j whether the Treasury or the 
; Dominions Office should be 
responsible for it. 

Local Authorities Introduction of Bill to 
(Financial Provisions)extend the operation of the 

Local Authorities (Emergency Bill, 

35. National Health 
Insurance Bill. 

36. Valuation Amendment 
Bill. 

! 37. London (Valuation 
and Rating) Bill 

j 

: Appendix "A". 
Por explanatory noto 508 
Appendix "A"''. 

; Tho Bill should receive the 
'; Royal Assent not later than 
J the Easter Recesso Its intro
! duction early next Session 
I was approved by the Cabinet 
j on 16th November 1927. 
! (Cabinet 56(27) Conclusion 4) 

I A Bill to confirm an agree
j ment with the Sultan of 
' Johore in regard to 
boundaries. 

Provisions) Act 1926 for a 
further period of two years 
approved by Cabinet on 
! 30th November 1927. 
I(Cabinet 59(27) Conclusion 5) 
1"Must In any case be passed". 

-See C*Pc9(2S) pp. 2 and 3 
' "most desirable, politically". 
iSee G.P09(28) pp05-5 
I"politically necessary"' 
j
^Seo G.P.9(28) pp 05-7. 



IS TRY OF HEALTH. 

ARD OP TRADE, 

I C E O F V/ORIi;: 

LIST "3?F. 

(Continued). 

BXLmS 

38, Railway Rating 
Bill. 

39. Lunacy Bill 

40. Remuneration of
Registrars. 

41o Companies Bill. 

and 
Designs Bill. 

43. Mining Industry 
Bill, 

44 Cotton Industry 
Bill. 

45. International 
liaritime Con
vent ions Bill. 

46. A Bill to trans
fer the Parlia- ;
mer.t Square roads 
to the Y / o s t m i n 3 t e r 
City Council i 

LE??ART;.II2;TAL REIIAR^CS, ETC 

i See C,Po9(28) pp.,7-9. The 
liinister of Transport supports 

:the early introduction of 
;this Bill. 

: See C P  . 9(28 ) p p d O and 11. 

: See C.P*9(28) p*ll. 

I Bill approved by Cabinet on 
iHaroh 23rd 1927* Passed Rouse 
! of Lords In 1927 but made no 
I progress in House of Commons. 

pass 
jnot later than 1st Hay,1928 
j If Industrial Property 
i Convention of 1925 is to be 
j ratified. Cabinet have 
j agreed (Cabinet 52(27) 5) 
: that special arrangements 
i should be made to ensure 
! the -iil^s passage.. 
i 
! If considerable amalgamations 
; have not taken plsoe in the 
j coal mining industry by next 
j Summer the Government will 
j be strongly pressed to amend 
I the LO-ning Industry Act 1926. 
j The present Act exoires i n 
j July 1928 and should be 
! renewedo A Private Member1s 
i Bill is to be Introduced but 
: if opposed it may bo necessary 
I to ask for a small amount of 
! Government, time. 

- A Bill is desirable but it 
j is not yet certain whether it 
1 could be prepared in tiroa 
for passage in the coming-. 

; Session,. 

; Uncontentious, 



TREASURY. 

LIS'-1 "3". 83 
(Continued J. 

BILLS . DSSAEiTl-31TT.il RrL.Uu.iK3, ETC 

4-7 e. Balances Bill. ,An essential 3111. (See 
jCabinet 37(27) 2 and 52(27)1) 

48. Northern Ireland! An essential Bill. 
ITote Issue Bill.! 

49. Trustee Savings jDesirableo The object of the 
3anl: Bill. i Bill is to remove certain 

! disabilities of the Trustee 
j Savings 3anks in such matters 
j as the opening of new branches 
investment of special 

I deposits, etc. 

oca 
A. There are two highly confic JL Gucstions 

which axe not yet ripe for submission to the 
Cabinet, but which will involve legislation. 
Y/ith one oi" them at any rate it is essential 
to deal In tho coming session. 

3. There are several Important questions before the 
Cabinet in connection with the general programme 
of Economi.es which would require legislation Ijivt 
these can probably be dealt with in the Finance 
Bill. 

http://DSSAEiTl-31TT.il
http://RrL.Uu.iK3
http://Economi.es
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(Continuod) 

DEPARTMENT. BILL. 

IGK OFFICE AID) 50. The Superannuat-
SEASURY. ion (Diplomatic 

Service) Billi 

MIONS OFFICE 51. Pensions 
TREASURY, (Governors of 

Dominions etc 
Act) Amendment 
Bill. 

DEPARTMENTAL REMARKS, ETC, 

The Secretary of State for 
Foreign Affairs regards 
"this Bill, which, owing to 
pressure of other parlia
mentary business, it was 
found impossible to intro- 
duce last Session, as very 
urgent and that it is roost 
important that the Bill 
should be passed during the 
coming Sessiono 
The Treasury have charge of 
the Bill, the urgency of 
which was explained in a 
memorandum presented by the 
then Financial Secretary to 
the Koine Affairs Committee 
on the 16th May last. 
Several anomalies and 
difficulties arise out ox the 
present situation  not the s

least of which is th t ? since 
the amalgamation of the 
Foreign Office and Diplomatic 
Service in 1919, great 
difficulty Is liable to arise 
in the case of many indivi
duals in deciding whether 
they come under the Civil 
Service Superannuation Acts 
or the existing Diplomatic 
Pensions Act, and  as s

regards post-war entrants, 
it might well happen that, 
in the event of retirement 
or deathy thoy or their 
families might not get the 
benefits under either Arc. 

To increase the maximum 
total of pensions fx"om all 
sources which may be dru^ra 
by a Colonial Governor; and 
otherwise to amend the 
Ponsions (Governors of 
Dominions) etc.. Act. 

OFFICE AND 52. Intestates To remove difficulties in 
SURY. (Northern the administration of the 

Ireland) Bill estates of Intestates in 
Northern Ireland. 
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C O I I S O L I M I O I I . 

BILLS. I LBPARTMBifTAL RBMi! BICS 

Uinistry of Health. 53c Pood and Itrugs 
Consolidation Bill. 



APPENDIX A. 

Motes bj the Minister. pf^ Transport.on .the Road Traffic Bill, 
the £pndon̂ 'Tfaf"fi3',',.'BillTandjthejlogislatiou for charging " 

powers oF"Trinsport" undertaki ngs. 

ROAD TRAJTglO BILL, 

This measure is based on rocommendations of 
representative Departmental Committees. It has been 
circulated in draft to the interests mainly concerned 
and, apart from criticisms of detail, attracts a large 
measuro of support. There has been no general legis
lation with regard to motor vehicles since the passing 
of tho Motor Car A G t , 1903, when the motor car was in 
its infancy and the existing law and regulations on this 
subject are now out of date. The Bill adapts the law 
to modern conditions, makes provision for modifying 
speed limits and for abolishing the general limit in 
respect of ordinary motor cars, strengthens the law in 
regard to dangerous and careless driving, restricts 
pillion riding, provides for declarations of physical 
fitness on the part of drivers of motor vehicles and 
other matters. 

Part II of the Bill is confined mainly to 
alterations in the law relating to highways reeoroniended 
by the Boyal Commission on Local Government. 

Part III establishes a much needed control (to be 
exercised through t h o local licensing authorities) over 
the construction and operation of public service vehicles 
in the interests of public safety and convenience and 
of good order on t h o roads. It provides for an 
adequate standard of construction and maintenance of 
these vehicles and reouires their owners to satisfy 



the licensing authority that they can meet claims 
likely to be made against them, or, alternatively, 
to insure A system of road service licences is ' 
introduo &d as a moans of regvilating the use of the 
roads by passenger vehicles^ 

The administration of the 3111 will impose no 
new charge on the Exchequer as an;/ costs incurred 
by the Ministry of Transport [together with certain 
expenses under existing Aots y/hich now fall on the 
Estimates) will bo recovered from the Road Fund. 

The Bill was recently approved by the Homo 
Affairs Committes. It hss been revised in 
accordance with their decisions on certain points 
and is ready for consideration in further detail 
and could be introduced without difficulty at an 
early date

fii) 



 104 LONDON TRAFFIC.

At the end of July, the London Traffic Advisory 
Committee presented a report on this subject, sketching 
the outlines of a scheme for the co-ordinated management of 
passenger agencies in London, based on a pooling of 
receipts or "Common Fund". The Report itself pointed out 
that there were many important questions of detail and of 
finanoo whiGh the Committee would hav9 to explore further 
with the partios concerned but expressed the opinion that 
further negotiations would be waste of time if the Government 
was not prepared to "promote or support" legislation to give 
effcot to the general principles of the arrangements 
suggested, which included a substantial measure of public 
control to be exerted through tho Minister acting on the 
advieo of the Committee. No decision was taken except 
to publish tho Report and oircxilate it to all interests 
concerned. This was done early in October. Replies have 
been received which in the main favour a solution on the 
lines recommended by the Committee, subject to reservations 
a3 to the application of the two principles of a Common 
Management and a Common Fund and as to the basis of the 
financial sohome and as to details. My Advisory Committee 
is pursuing points on which various interests have a3ked 
for an elucidation and has recently also brought the main 
lino railways into d&soussign. 

It is not possible to put forward a Bill enforcing 
upon important local authorities and private interests a 
compulsory schome of co-ordinated management and finance in 
the absence of substantial agreement and until the Committee 
haa reported upon essential points (including the preoiae 
nature of the co-ordinated management and the pooling scheme) 
which they have reservod for further consideration, I am not 

fill) 



possession or' a scheme which can ho sai-..' to he both agreed 
and workable. I hopo, however, that the negotiating 
which are now in active progress may shortly result in 
practicable pro..csals of a definite nature, more 
especially as all the parties recognise, as I do, the 
urgency of the matter. The existing lone on Traffic Act 
of 1924 expires at the end of the year. 



CHARSIIIS POVCRS PL1 TRAIT SPORT ro^IRTAREiTSS. 

Since the war, it has beennacessary to continue 
year after year in the Expiring Laws (Continuance) Act 
temporary powers to authorise increased charging powers for 
various transport undertakings which would he financially 
embarrassed if they were forced to return to a pro-war 
level of charge and which in many cases cannot afford the 
cost of proceeding by private Sill or provisional order. 

The result is that orders have to be made 
annually and much avoidable work is caused, both 
departmentally and to Advisory Committees, while the 
undertakers are put to advertising and other expenses. 

I have long been pressed to make permanent 
provision for adjusting Tramway charges by a short Sill, 
v/hich would not be controversial, giving the Minister of 
Transport power to modify statutory charges on the applica
tion of the undertakers or the local authority or local 
ratepayers  A Sill was drafted last Session, but in view a

of the congestion of business was not submitteu. It is 
considered that its introduction should be no longer 
delayed. 

The Rates Advisory Committee, to whom Earbour and 
Lock Charges ere referred, has quite recently asked that 
something should be done to reduce work or expense in 
connection with the annual applications now required to be 
made by about a score of small harbours (mainly fishing 
harbours in Scotland). They suggest a short 3111 
continuing for a period o-£ five years., instead of cue year 
as at present, the temporary orders now in operation under 
the authority of the Minister or Transport. 



I thin.': that it i-:.i high tine that the Ihroiring 
La*vs Continuar-ee 3iil should "bo rclievcc". of both these 
items and shall be glac of authority to draft Bills 
accordingly and to discusr. then with the interests 
coneornodn 

Clntldo) w.A. 
21.1023. 

(Ti) 



T H I S DOCUMENT IS THE PROPERTY OF HIS BRITANNIC MAJESTY'S GOVERNMENT. 

Printed for the Cabinet. January 1 9 2 8 . 1 08 

SO CP. 13 (1928). 

PROPOSED AMENDMENT OF THE PENSIONS (GOVERNORS OF 
DOMINIONS) ACTS. 1911 AND 1913. 

MEMORANDUM BY THE ACTING SECRETARY OF STATIC FOR THE COLONIES. 

IT has been apparent for some time that the pre-war legislation providing for 
the pensions of Colonial Governors is unsatisfactory in many respects in the light of 
modern conditions, and in April. 1927. Mr. Amery appointed a Committee to review 
the situation and to make recommendations for improving the position of Governors 
with special reference to the question of pensions. 

The report of this Committee (on which the Treasury was represented) is 
annexed and I shall be glad if the Cabinet will agree to the preparation of a draft 
Bill to give effect to their recommendations. As some of the grievances which it is 
now proposed to remedy are of long standing I hope that facilities may be given 
for the passage of the Bill at the earliest possible date. 

W. 0.-G. 
Colonial Office, Downing Street, 

January 24, 1928. 

REPORT OF THE COMMITTEE OX POSITION OF COLONIAL GOVERNORS. 

To the Secretary of State for the Colonies. 
Sir, 

WE were appointed by you in April, 1927, as a Committee with the following 
terms of reference :— 

"To consider the question of the position of Colonial Governors, and the 
existing conditions of service as affecting especially the scales of pension to be 
assigned to Governors to whom the Pensions (Governors of Dominions, &c.) Act, 
1911, applies, and to make recommendations as to any revision of the pension 
scheme or other terms of service which may be desirable, and as to the inclusion 
in the pension scheme of Governors, &c, to whom the Act of 1911 does not at 
present apply." 

2. The members of the Committee were as follows :— 
The Right Honourable, the Earl Buxton, G.C.M.G. (Chairman).
The Right Honourable W. Ormsby-Gore, M.P. (Parliamentary Under-

Secretary of State for the Colonies). 
Sir R. Russell Scott, K.C.B., C.S.I. (Treasury). 
Sir Robert Hamilton, M.P. 
Sir John A. R. Marriott, M.P. 
Mr. Henry Snell, M.P. 
Mr. C. J. Jeffries (Colonial Office), Secretary. 

3. We have met on seven occasions, and have had the benefit of receiving 
evidence from the following gentlemen :— 

Brigadier-General Sir Samuel Wilson, K.C.B., K.C.M.G., K.B.E., 
Permanent Under-Secretary of State for the Colonies, and formerly 
Governor of Jamaica and Governor of Trinidad. 

Sir Graeme Thomson, G.C.M.G., K.C.B., Governor of Nigeria and 
formerly Governor of British Guiana. 

Sir Horace Byatt, K.C.M.G., Governor of Trinidad and formerly Governor 
of the Tanganyika Territory. 

Sir Herbert Stanley, K.C.M.G., Governor of Northern Rhodesia and 
Governor-designate of Ceylon. 

Sir Donald Cameron, K.C.M.G., K.B.E., Governor of the Tanganyika 
Territory. 

[17093] B 



Present Position. 

4. The existing position of Colonial Governors under the pension scheme 
provided in the Act of 1911 may be summarised as follows:— 

(a.) Governorships are divided for pension purposes into four classes, each 
with its separate scale of pension. 

The rates of pensions assignable to each class are not dependent on the salaries 
received by the Governor during his period of office, as the rates of Governors' salaries 
vary considerably according to local circumstances, and the importance of a 
Governors position is not by any means always represented by the rate of salary 
attached to the Governorship. 

Every completed month of service in any class (subject to (/;) and (c) below) earns 
pension in addition to any pension earned by previous civil service (Home. Colonial, 
or Indian), as follows :  -

Class I ... £5 (i.e., £60 a year for each year of service). 
Class II ... £4 [i.e., £48 a year for each year of service). 
Class I I I ... £3 (i.e., £30 a year for each year of service). 
Class IV ... £2 (i.e., £24 a year for each year of service). 

(b.) The maximum total pension payable from all sources is £1,300; and if a 
Governor were entitled to pension from other sources of £1,300 or upwards, he would 
draw no Governors pension. 

(c.) No Governors pension is payable unless the Governor has completed ten 
years' service as such, and has either reached the age of 60 or is retiring in 
consequence of ill-health, abolition of office, or the inability of the Secretary of State 
to oiler him further employment. In the last-mentioned case the pension is subject 
to a reduction of 5 per cent, for each year by which the Governor's age falls short 
of 60. subject to a maximum reduction of 50 per cent. 

(rf.) Provision, however, exists under Section 5 (1) of the Act for a Governor 
who iias not served as a Governor for ten years, but who has had previous civil 
service either at home or in the Colonies, and who retires on account of age, ill-health 
or abolition of office, to reckon his Governors service towards a pension calculated 
in accordance with the Superannuation Acts and based on his final civil service 
emoluments. 

5. It has been represented to us that under these arrangements not only are 
the scales of pension themselves inadequate, but that the existing statutory 
restrictions hamper the freedom of the Secretary of State in making such changes 
in personnel as may be necessary from time to time in the public interest. In this 
Report we have formulated our recommendations for the amendment of the law so 
as to effect what appears to us a reasonable improvement in these respects. 

Classification and Rates of Pension. 

0. We are agreed that the present system by which Governorships are divided 
into four classes should be retained. 

Since the existing scales of pension were framed, however, the rates of pension 
which can be drawn by Colonial civil servants generally have considerably increased, 
with the result that an Oilicer of the class from which Governors are usually drawn, 
such as the Colonial Secretary of one of the larger Colonies, may actually suffer loss 
in pension prospects by exchanging his civil service appointment for a Governorship. 
For example, the Chief Secretary to the Government of Nigeria earns pension at 
the rate of £03 15s. a year, while the Governor himself (a Class I Governor) earns 
pension at the rate of only £00 a year. Further, Sir Donald Cameron, who was 
promoted from the Chief Secretaryship of Nigeria to the Governorship of 
Tanganyika (Class II), is earning pension in the latter post at the rate of only 
£48 a year instead of £63 15s. For this reason, and in view of the fact that the 



intrinsic importance and responsibility of most Governorships have much increased 
since 1911, we recommend :— 

(a.) That the units of pension for each month of service in the various classes 
should be as follows :— 

Class I ... £6 (i.e., £72 a year for each year of service). 
- - Class I I ... £5 (i.e., £60 a year for each year of service). 

Class I I I ... £4 (i.e., £48 a year for each year of service). 
Class IV ... £3 (i.e., £36 a year for each year of service). 

(b.) That the total pension to be drawn from all sources should not exceed 
£2,000 a year. 

7. We further recommend that any Governor with ten years' or more service 
as such, whose Governors service was immediately preceded by civil service at home 
or in the Colonies, and who is retired on account of age or ill-health or abolition of 
office, should be entitled to reckon his Governors service towards a pension calculated 
in accordance with the Superannuation Acts, and based on his final civil service 
emoluments (as provided at present in Section 5 (1) of the Act of 1911 in the case of 
Governors with less than ten years" service as such), if this would be more to his 
advantage than the grant of an ordinary Governors pension. 

Qualifying Period. 

8. We do not consider that the ten years' qualifying period should be abrogated. 
But we have carefully considered the question whether a pension should not be 
granted in cases where the Secretary of State has come to the conclusion that in the 
public interest it is not desirable to continue the employment of a Governor who has 
not completed his ten years' service. We recognise that cases must arise from time to 
time in which there may be considerable difficulty in allowing a Governor to complete 
the qualifying period of ten years, when experience has shown that he does not 
possess the particular combination of qualities which is necessary for success in such 
an appointment. In such a case the Secretary of State is faced with the disagreeable 
alternatives of leaving an Officer who has served the State to the best of his ability 
without employment or pension derived from the years he has completed as Governor, 
or of continuing the Officer in his employment although this is not in the best interest 
of the State. 

9. We are of opinion that it is necessary, in order to remove this anomaly, 
to provide that some pension shall be available for a Governor with previous civil 
service who retires before completing ten years' Governors service and before 
reaching the age of 60, on the ground that the Secretary of State is unable to offer 
him further employment. It must be remembered that such an officer, if he had not 
accepted a Governorship, would have continued to qualify during the period covered 
by his Governorship for additional pension in respect of each year of service in his 
existing post. We recommend, therefore, that Section 5 of the Act of 1911, under 
which a Governor with less than ten years service as such, but with previous civil 
service, is allowed to count his Governors service for pension as though it were civil 
service, should be amended so as to permit of the award thereunder of a reduced 
pension to a Governor with less than 10 years' service as such who is retired on public 
grounds before reaching the age of 60. This reduction should be at the rate of 
5 per cent, for each year by which his age on retirement falls short of 60, subject to a 
maximum reduction of 50 per cent. : provided, however, that if he has reached an 
age at which retirement without a medical certificate would have been permissible 
under the regulations applicable to his last civil service post, and if his Governorship 
has been served in an unhealthy climate, the deduction should be limited to such an 
amount as will so far as practicable secure the same pension as he would have earned 
if he had continued to serve in his last civil service post. 

10. We have, also carefully considered the cases of Governors who prior to their 
appointment have not been employed in the permanent civil service of the State and 
by reason of their not having completed ten years' service as Governor cannot qualify 
for the award of a pension. 

We have come to the conclusion that any alteration in the pension Taw which 
would entitle such persons to receive, a pension at the end of their service would be 
open to grave objection. It involves an entirely new departure in pension practice, 
and would open the door to claims on the part of other persons holding salaried 
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offices under the Crown which do not qualify for pension from public funds. It must 
be remembered that in such cases the Governor is aware of the position as regards 
salary and pension when he accepts office. In these circumstances, the majority of 
the Committee consider that a provision of this kind would not be suitable. One 
member of the Committee, however, wished to record his dissent from this view, and 
his opinion that the present system involves in practice the restriction of such 
Governorships to men with private resources, whereas such offices should be equally 
open to all subjects of the Crown. 

G ratuities. 

11. We have considered the question whether Governors should be permitted 
to receive a portion of their pension in the form of a lump sum gratuity. We find 
that in most cases those who have had previous civil service are enabled to receive a 
part of their civil service pension in the form of a lump sum. Pensions granted under 
Section 5 ( 1  ) of the Act of 1911 also contain a lump sum element, and it is proposed 
in paragraph 7 above to give Governors who have completed ten years' service as 
such the option of being treated in accordance with that section. We do not, there
fore, consider it necessary to make any further provision to secure a lump sum 
commutation payment to a Governor on retirement. 

12. We nave also considered the question whether provision for a death gratuity 
to dependents should be included in the pension scheme for Governors generally, and 
not limited, as at present, to Governors recruited from the. Home Civil Service. We 
recommend that the privilege should be extended by providing that, on the death in 
the Service of a Governor who was previously serving in a Colonial civil service post, 
the Exchequer should pay to his estate the amount of any death gratuity which would 
have been payable by the Colonial Government if he had died in his last civil service 
post. 

Leave. 

13. We understand that, under present arrangements, Governors in Tropical 
Africa are allowed to count as pensionable service time spent on leave and passages 
not exceeding the normal vacation leave of a civil servant serving in the Colony 
concerned, but that no provision exists for the reckoning of sick leave additional to 
ordinary vacation leave. We recommend that Governors in these Colonies should 
be allowed to count for pension any period of absence which could be so counted 
under the regulations applicable to civil servants in the Colony concerned. 

Unemployment. 

14. We have had before us particulars of certain cases in which, owing to 
unavoidable circumstances, Governors with previous civil service have been 
unemployed for considerable periods between the termination of one Governorship 
and the beginning of the next. Under existing arrangements no salary is available 
for such Governors, and though such cases are few in number, the lack of provision 
for them clearly constitutes a severe hardship to the individuals concerned. It is 
hardly possible in such cases to expect that the Colony in which the Governor was 
last employed should provide funds for his payment while he remains out of employ
ment. We suggest, therefore, that the necessary provision to meet such cases should 
take the form of a grant from the Exchequer for a period not exceeding 12 months 
of an amount equivalent to the pension which would have become payable to the 
officer concerned if instead of being placed on the unemployed list he had been 
retired from the service. 

General. 

15. We recommend that power should be taken to apply the provisions of the 
Governors' Pensions Law to Mandated Territories. 

16. We recommend tlyU any changes in the rates and conditions of pension 
which may be made as a result of this report should not apply to persons who have 
already left the service, but should apply, generally speaking", retrospectively to all 
Governors who are in the service at the time when the changes are introduced. We 
consider, however, that provision should be made in a special case which has been 
brought to our notice, of a Governor who recently retired and who, owing to the 



anomaly mentioned in paragraph 8 above, has received no pension. Further, we do 
not intend that our recommendations should lie applied retrospectively to Governors 
still serving so as in any way to prejudice the impartial consideration of any special 
or individual claims submitted by them in respect of their past service, which might 
lx* adversely affected if our proposals were automatically applied retrospectively in 
such a case. 

17. Our attention was drawn to the question of including in the pensionable 
service of a Governor any periods during which he may, on the instructions of the 
Secretary of State, have been absent from his Colony on duty. It was understood, 
however, that the provisions of Section 1 0 of the Act of 1911 had been found 
sufficient to cover this point. 

18. W e also considered whether, in the case of Governors serving in Colonies 
on the "unhealthy list" some climatic allowance should not be made (as in the case 
of civil servants) in the calculation of pension. It was. however, pointed out that 
Governors in unhealthy Colonies were, as a rule, subjected to considerably less 
climatic strain than the average civil servant: and that climatic conditions were 
taken into account in the classification of Governorships. The short-service Governor 
in an unhealthy Colony already receives climatic addition, while other Governors 
will, under the proposal in paragraph 7 of this report, be able to avail themselves 
of it. if they elect for pension based on final civil service emoluments. In the 
circumstances we have decided to make no recommendation on this point. 

19. The question of "entertainment" allowance was raised, i.e., whether it 
was adequate in cases where the calls on the Governor were heavy, and whether the 
allowance granted in respect of the various Colonies should not be reviewed from 
time to time.  W e came to the conclusion that the question was outside our terms of 
reference. 

20.  W e have received representations to the effect that Governors have found 
difficulty in discovering in what Class their appointments were included for pension 
purposes. This information is public, as the Order for the classification is laid 
before Parliament. To avoid misunderstanding, however, we recommend that every 
Governor should be informed, on receiving the offer of appointment, of the Class 
in which his Governorship is included. 

21 .  W e have also received representations to the effect that there is sometimes 
considerable delay in calculating and awarding pensions. Any complaints of this 
kind have doubtless arisen out of cases in which a rapid settlement has been impossible 
owing to the complications attendant on the calculation of pensions in respect of 
service in various territories.  W e understand that in sfich cases it is the practice to 
grant a provisional alimentary allowance if the officer concerned applies for one. 

22.  W e are much indebted to our Secretary. Mr. C. J. Jeffries, for the efficient 
help which he has given to us. 

W e have the honour to be. 
Sir. 

Your obedient servants, 
BTTXTON (Chairman).
W . ORMSBY-GORE. 
R. R. SCOTT. 
R. W. HAMILTON. 
J. A. R. MARRIOTT. 
H. SNELL. 

C. J. JEFFRIKS. Secretary. 
January 23 , 1928. 
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THIS DOCUMENT IS THE PROPERTY OF HIS BRITANNIC MAJESTY*S GOVERNS 

SECRET. - COPY NO. 3Q 
C A B I N E T . 

C P . 14 (23). 

EXPENDITURE ON PUBLICITY FOR THE BRITISH INDUSTRIES FAIR. 

Memorandum by the President of the Board of Trade. 

In the financial year 1925/26 His Majesty's Government, 
in response to urgent representations of the exhibitors, 
made a grant of £25,000 to be spent mainly in publicity for 
the British Industries Fair. This grant has been repeated 
for the 1927 and 1928 Fairs, It has been administered by 
the Department of Overseas Trade, acting in consultation 
with a committee representing the London and Birmingham 
sections of the Fair. Approximately two-thirds of the 
grant is spent on publicity abroad, and the remaining one
third on publicity for the Fair at home . 

There can be no question that the publicity which it 
has been possible to undertake has largely contributed to 
the increasing success of the Fairs In recent years. The 
numbers, both of overseas and home buyers, who attended the 
Fair have increased largely, each year showing a substantial 
increase over the year before. An even more reliable 
indicator of the success attending the British Industries 
Fair is the steady increase in the amount of space taken up 
by manufacturers, as the following figures show:-

Net exhibiting space let. 
(Total of London & Birmingham Fairs) 

Sq. Feet. 
1926 224,874 
1927 300,258 
1928 429,700* 

*The Loncton section is r u n , and the Birmingham Section 
has only a few thousand feet to let. 



In view of the fact that the publicity which It has 
been possible to give to the Pair has had such excellent 
results there would have seemed to be good grounds for the 
continuance of the grant. The Treasury, however, intimate 
that they are unable to make further provision for the 
purpose In the vote of the Department of Overseas Trade. This 
decision is certain to prejudice seriously the success of 
the British Industries Fair, unless the necessary provision 
for publicity can be made in some other way. Apart from the 
serious psychological effect of the entire withdrawal of tho 
Government^ support, there can be no question that adequate 
advertising is vital to the success of any business under
taking, especially an undertaking of the fair or exhibition 
type. 

The Chancellor of the Exchequer has proposed to the 
Cabinet that the Treasury should be relieved of finding a 
direct grant of £25,000 and that this sum should be found 
from the funds of the Empire Marketing Board. As I informed 
the Cabinet at the time, I think this Is a fair and reason
able proposal. It will not be contended that the Marketing 
Board have not ample funds at their disposal. The Board 
itself is an exhibitor at the London Fair, and the best site 
has been placed at its disposal. Australia, New Zealand, 
South Africa and India are represented in the Board's stall', 
as well as a number of colonies, *and Canada and the Irish 
Free State have separate exhibits. Moreover, if the 
Marketing Board is to keep the good-will of manufacturers in 
this country I am sure they will be well advised to make this 
donation. I am constantly receiving strong representations 
from manufacturers all over the country that it is unfair that 
vast sums should be spent by the Government in promoting the 
sale of Empire products In this country, while no similar sums 
are provided to assist the" British manufacturers to push 
their sales in the Empire. If the Government grant to the 



London and Birmingham Fairs were withdrawn, and the Empire 
Marketing Board refused to fill the gap, I am sure that 
British manufacturers would deeply resent it and that there 
would be a real opposition to the continuance of the Board's 
campaigns. I therefore ask the Cabinet to confirm the 
Chancellor1 s proposal and their provisional decision of the 
15th December. 

The only alternative suggestion is that the necessary 
funds should be found by Increasing the charge for space to 
exhibitors. This, however, is not possible. The present 
charges are 2/6d. per square foot in London and 3/- per 
square foot In Birmingham. An extra charge of 6d. per square 
foot would on the basis of this yearrs figures bring in a 
revenue of less than £11.000. It is also quite possible that 
such an increase in the charge would reduce the amount of 
space taken by exhibitors, thus causing a set-back to "the Fair. 
Any extra charge for space intended to provide the full sum 
required for publicity purposes would, in the expressed 
opinion of the London and Birmingham Exhibitors' Committees 
"inevitably destroy the Pair". 

Moreover, while the Department of Overseas Trade can, if 
necessary, control the management of the London Pair, they 
have no such power over Birmingham, which is autonomous in 
constitution and independent in spirit. 

P. 0-L. 

Board of Trade, 

24th January, 1928. 



I This Document is the Property of Hit Britannic Majesty's Government. 

Printed for the Cabinet. January 1928. 

C O N F I D E N T I A L . 

30 
CP. 15 (28). 

CABINET. 

CLAIM AGAINST HIS MAJESTY'S GOVERNMENT BY THE BASEL 
MISSION TRADING SOCIETY IN CONNECTION WITH THEIR 
PROPERTIES IN THE GOLD COAST. 

MEMORANDUM BY THE ACTING SECRETARY OF STATE FOR THE COLONIES. 

IN bringing the following question before the Cabinet, it is unfortunately 
necessary for me to give some historical account of it. 

For many years prior to the war, there, had been a company called the Soeidte 
commerciale des Missions de Basle, or " Basel Mission Trading Society," which 
operated extensively in the Gold Coast and India as general merchants. This body 
was formed to support the Evangelical Missionary Society known as the Basel 
Mission, and by its constitution it was limited to paying 5 per cent, dividends to its 
shareholders, anything over that being devoted to the Basel Mission, after allowing 
for superannuation funds, and such matters. The nominal capital of the Society 
amounted to £120,000, some of which was held by the Basel Mission, who also had 
the right to nominate some Directors. As was natural, the Trading Society drew 
most of its personnel from North Switzerland and South Germany. At the outbreak 
of war 17 per cent, of the capital was in German hands, the rest being chiefly held 
by Swiss. 

When war broke out, the existence of a considerable number of Germans (not 
German-Swiss) belonging to the Mission and the Trading Society caused some 
anxiety in the mind of the Gold Coast Government, and, accordingly, the German 
personnel and the German Missionaries were deported to England in 1914-15. The 
Trading Society then carried on its work with the aid of Swiss personnel. Towards 
the middle of 1915 it became apparent to His Majesty's Representatives in 
Switzerland and elsewhere, that the Basel Mission (not the Trading Society) was 
an active force in pro-German propaganda, and continued representations to this 
effect were made by our diplomatic representatives in Switzerland, who maintained 
stoutly that there was very little to choose in this respect between the Mission proper 
and the Trading Society. The Trading Society "was put on the Black list under 
our war trade arrangements, but they continued to carry on through the agency of 
Messrs. J. and P. Werner in this country, while efforts were made to form a new 
missionary body in Switzerland under French-Swiss direction, which might replace 
the Basel Mission in its Evangelical work. These efforts proved a failure. Mean
while, the Trading Society had been engaged in a reorganisation, and by November 
1917, they had bought out all the German shareholders and separated themselves 
from the Basel Mission. They brought out an entirely new constitution, by which, 
whilst still maintaining the limit of 5 per cent, dividend, they bound themselves to 
apply surplus profits to "the furtherance, of the Kingdom of God." and to place 
such profits in the hands of trustees, who would be all of Swiss nationality. In the 
meantime, however, the position of foreign Missions in general throughout the 
Empire had been causing anxiety, and various Interdepartmental Conferences were 
held in London, as a result of which it was decided that there was no longer sufficient 
justification for allowing the Basel Mission and the Basel Mission Trading Society 
to continue their activities in the Gold Coast, and that it would be necessary to 
liquidate the Trading Society and put an end to the Mission. On the 7th December. 
1917, the Governor of the Gold Coast telegraphed that in view of a report that some 
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of the Swiss employees of the Basel Mission Trading Society in Kumasi had held a 
festive evening to celebrate the sinking of the Apapa " By a German submarine, 
he had decided to deport all the Swiss employees of the Society, and to place its 
business in the hands of the Custodian of Enemy Property. 

The situation then, at the end of 1917, was that it had been decided to put an 
end to the Mission's operations and to close down the Trading Society. Similar 
action was decided upon by India with regard to the property of the Trading Society 
there. The question at once arose as to what was to be done with the property of the 
Trading Society, which amounted in the Gold Coast to a sum estimated at £636.000 
and in India to about half this sum, including land, buildings and other assets, and 
making no allowance for goodwill. In view of the fact that the surplus profits of the 
Trading Society were devoted to philanthropic purposes which were carried out by 
the Mission Society, certain friends of missionary enterprise in this country, among 
the foremost of whom were Mr. Lionel Curtis and Mr. J. II. Oldham, the Secretary 
of the Conference of Missionary Societies, urged that the property sequestrated 
should not be treated in the usual way. The usual course would have been for the 
property to be taken over by the Custodian and sold by auction to the highest bidder, 
the proceeds being retained by Government for eventual disposal. On the conclusion 
of peace the proceeds of properties of enemy subjects were dealt with in accordance 
with the Peace Treaty: property of neutrals, or of firms or individuals, who. as a 
result of the Peace Treaty, became citizens of other than ex-cnemy countries 
(e.g., Alsace and Ozeeho-Slovakia. &c), was returned to them, and to the best of my 
knowledge this case of the Basel Mission Trading Society is the only one in which 
neutral property or the proceeds thereof has not been returned to the original owner. 

One argument winch was continually pressed by the philanthropic persons 
concerned was that the Trading Society did not sell spirits in any of its establish
ments in the Gold Coast, while any likely purchaser from the competing firms in 
the West African trade would have been almost certain to refuse such a restriction. 

The first attempt at dealing with the situation was a proposal to form a private 
company, which was to take over the whole of the Trading Society"s property as it 
stood, for a cash payment at a valuation, and carry it on on the same lines, being 
content with a limited profit, devoting any surplus to missionary and philanthropic 
objects. This attempt failed for lack of the necessary capital. These negotiations 
having failed, it was eventually decided, in November. 1918, to treat the Society 
as an ordinary concern and sell its property to the highest bidder. Announcement 
of this intention evoked immediate protest from representatives of Free Church 
organisations both in Scotland and England, from Mr. J. II. Thomas, M.P., who 
threatened that the Labour Party would make it a parliamentary issue, and from 
the Archbishop of Canterbury. Mr. Lionel Curtis then put forward a proposal to 
the following effect:— 

" That, since the Trading Society was bound to limit its dividends to 
5 per cent, and to devote any surplus to philanthropic objects, and was also 
bound, in the event of liquidation, to be content with repayment of its original 
share capital (£120.000) at par, any surplus being handed over for philanthropic 
objects, it was, therefore, proper to regard it as a Trust, so that the equities of 
the case would be fully satisfied if His Majesty*s Government repaid to the 
Trading Society their original nominal capital of £120,000 and retained the 
remainder of the assets for philanthropic objects. This proposal was put to 
the Foreign Office on the 22nd November, 191S (this date, being subsequent to 
the armistice, is of some importance), and the Foreign Office advised that His 
Majesty's Government would be entitled to take over all the property of the 
undertaking in return for an assurance to the parties in Europe, who had 
hitherto controlled it, that the work would be carried on on the same lines, 
provided that the Society should receive a capital sum sufficient to repay to the 
shareholders and bondholders the amount of money which they had contributed. 
This sum would be provided out of the cash reserves which His Majesty's 

Mr. Curtis's proposal having thus received the approval of the Foreign Office, 
steps were taken to carry it into effect, and in view of the impending Peace 
Conference, it was decided that such steps had better be taken with as little delay 
as possible. Accordingly, the Gold Coast Government was instructed to pass an 
Ordinance vesting the property in Trustees, the latter to have power to hand it 
over to any approved commercial undertaking for administration on the same lines 



as those followed by the Basel Mission Trading Society. This was accordingly done, 
and the gentlemen who had originally been considering the formation of a company 
to take over the Trailing Society's property, proceeded to form another company, 
called the Commonwealth Trust," which was to work the properties of the Trading 
Society, but was to make no payment to Government in consideration of these 
properties. This body was formed with a working capital of £60,000, of which 
some £53,000 has been paid up, and all the assets in the Gold Coast were handed 
over to them during the early part of 1919. Similar action was taken in India. 
In May 1919, the assets in India, which amounted to about half the value of those 
in the Gold Coast, were vested in the Custodian of Enemy Property and were handed 
over to the Commonwealth Trust in August 1920, the transfer being validated by 
Indian legislation. By the Memorandum and Articles of the Trust, the shareholders 
are entitled to a cumulative dividend of 5 per cent, free of tax out of the net profits 
and the Trust is pledged not to trade in spirits. Any surplus profits then remaining 
are payable to Trustees for missionary work in the Gold Coast and India. 

During 1919, the Swiss Government protested that the action taken in thus 
dealing with the property of the Swiss company was irregular, and the Trading 
Society sent a memorandum to the then Secretary of State for the Colonies with a 
legal opinion signed by Sir John Simon and others, to the effect that the action 
taken was contrary to International Law. The Trading Society had refused to 
accept the 1120.000 offered to them, lest their doing so should prejudice their ease. 
His Majestys Government continued to refuse consideration on the ground that 
both the Basel Mission and the Basel Mission Trading Society, though nominally 
Swiss, were to all intents and purposes German, and that the action taken in the 
Gold Coast and in India in treating the concern as a Trust was abundantly 
justified. 

During 1924. Lord Templetown took up the case and proceeded to make rcpre
sentations to the Secretary of State on behalf of the Trading Society from the 
standpoint that they were a Swiss concern whose property had been confiscated by 
Mis Majesty's Government without compensation. It is unnecessary to summarise 
the correspondence, but Mr. Amery, having been advised that the action of His 
Majestys Government in handing over the assets of the Basel Company to the 
Commonwealth Trust was indefensible, referred the matter to the present Law 
Officers of the Crown, who gave their opinion that the action taken had no justifica
tion under International Law or custom. I understand that the proper course to 
have adopted was to sell the property and to retain the price received, and on the 
conclusion of peace to have returned it "to the Swiss owners. It is not the action of 
sequestrating the Trading Society's property that is in question,.but the fact that, 
having been sequestrated, it was handed over to another body without compensation 
to the original owners. 

In the year 1919, the Commonwealth Trust began trading in the Gold Coast 
and India. In India they met with fair success, and made certain profits. In the 
Gold Coast, on the other hand, a serious slump in trade set in suddenly in 1920 
from which nearly every firm trading in West Africa suffered losses. The Common
wealth Trust seems to have been particularly unfortunate, as in five years' trading 
they made a loss of over £300,000 and had to write off a considerable quantity of 
the assets received from the Gold Coast Government, which originally belonged to 
the Basel Mission Trading Societv- I understand, however, that they earned a profit 
of £11,830 during the year 1927 and that during the present year they expect a 
fairly substantial profit. 

I attach a copy of the case put to the Law Officers and of their opinion, from 
which it will be seen that their report is to the effect that what had been done was to 
seize the property of a national of a friendly State without making full compensa
tion, and that the fact that the owner had bound himself to apply some of the 
property to charitable purposes did not justify a State in seizing that property and 
handing it over to some other party. They therefore held that the action taken was 
not justifiable under International law and could not be defended before a tribunal. 

The Society had also operated in the Cameroons, and during the war the French 
Government sequestrated its property. After the war the sequestration was removed 
and the property returned to the former owners. 

In order to meet the situation created by Lord Templetown's campaign and the 
definite opinion of the Law Officers that the action taken was. in fact, unjustifiable, 
attempts at a settlement have been made from time to time. It appears that there 
are, in fact, only two courses which can be followed in endeavouring to settle the 

[17098] B 2 



question: one to reinstate the Basel Mission Trading Society in its properties, which 
involves dispossessing the Commonwealth Trust, and the other to make a cash 
payment sufficient to compensate the Society for the expropriation of their properties 
and business. At one time it appeared probable that the directors of the Common
wealth Trust Company would be willing to recommend the Company to go into 
voluntary liquidation on the basis of returning to Government their properties and 
assets less such amount as would be required to extinguish their share capital and 
unpaid interest thereon to clear them of debt, and to grant some compensation to 
their employees. In that case the properties and assets so returned would have been 
handed over to the Basel Company. The Government of India were, prepared to 
consider this solution provided that no payment was involved from Indian revenues. 
The only liability of His Majesty s Government would then have been to pay to the 
Basel Trading Society some sum estimated at something like £50,000 to £100,000 
to compensate them for the losses sustained by the Commonwealth Trust in the Gold 
Coast, and since, the Basel Trading Society were willing to accept, on the basis of 
restitution, less than their full claim. It was realised that, in view of the terms of 
the Memorandum and Articles of the Commonwealth Trust, some legal difficulties 
would arise in arranging for a liquidation on the above lines, but an investigation of 
the point has not been made, as lately the attitude of the Directors of the Trust has 
altered, and they take the view that the. situation between His Majestys Government 
and the Swiss has nothing to do with them, while, at an interview, Sir G. Craik and 
Mr. L. Curtis made it clear that they would require a large sum as compensation, 
and that they were, unwilling to abandon their enterprise. 

The other alternative is to pay such compensation to the Trading Society as 
they will accept in settlement. The valuation put forward by them of their property 
in the Gold Coast is £636.000. which may be accepted as substantially correct. In 
addition, there is property in India of roughly about half this sum, so that the total 
value of assets seized amounts to, in roundfigures, £900.000. There is also a claim 
for interest and goodwill, bringing the total to well over £1,000,000. Any such sum 
could only be found by the Imperial Treasury, though the Gold Coast Government 
would be asked to. assist. It would, of course, rest with the Government of India 
to decide the action to be taken in regard to the properties in India, and the proposal 
made below relates exclusively to the Gold Coast properties. It is possible that 
the claim in respect of the Gold Coast property might be settled by an immediate 
payment of £400.000 to £500.000, but to call upon the tax-payers of that Colony 
to find so large a sum on account of actions which were taken by the Home Goverii
ment in 1918 is not practicable, and could not be justified. There is a possibility 
which has been mentioned by Sir G. Craik and Mr. Curtis, that the Commonwealth 
Trust would be willing to raise additional capital to the amount of about £100,000 
and make this available to assist in a settlement. Tn this connection it must be 
remembered that the Commonwealth Trust has never paid anything for its assets, 
but has been placed, without any payment or liability on its part, in charge of the 
former property of the Basel Trading Society, so that if the Commonwealth Trust 
is to continue to carry on its business it is at any rate equitable that it should be 
required to pay for the property delivered to it. 

Meanwhile, a body of shareholders in the Commonwealth Trust, headed by 
Colonel J. C. Wedgwood, M.P., and Mr. J. H. Harris, M.P., are not satisfied with 
the situation, and feel that the Trust should attempt to come to some arrangement 
with the Basel Trading Society, or at any rate assist in finding a way out of the 
difficulty. They have accordingly suggested to me that a Select Committee of both 
Houses "should be set up to consider the whole question, and make recommendations 
for a settlement. As the personnel of the Committee they suggest: — 

Lord Selborne, 
Lord Meston, 
Lord Templetown, 
Sir Robert Hamilton, 
Colonel Wedgwood, and 
A Conservative Member, preferably one with legal qualifications. 

These names are not my suggestion, and if it is decided to set up the proposed Select 
Committee. I presume that the suggestions of the whips in both Houses will bo 
obtained as to the most suitable personnel under the circumstances. Colonel 
Wedgwood and Mr. Harris have informed me that the Basel Trading Society would 
welcome the setting up of such a Committee, and would agree to abide by its findings, 



though there is no sort of undertaking to that effect. If the Society would agree to 
accept the findings of the Committee, I consider that it would offer the best solution 
of the difficulty. The Terms of Reference to such a Committee should, I think, be 
wide enough to permit them to consider the position of the Commonwealth Trust, 
and to advise what ought in fairness to be done with that body, in the events which 
have happened. The reason for this is that it seems to me unreasonable that the 
Commonwealth Trust having received all its assets (except the share capital 
subscribed) free from His Majesty's Government for the furtherance of certain 
work, should insist on retaining all those assets and continuing the work even though 
it is now clear that a mistake was made, and that the work could conveniently oe 
abandoned. I suggest then that the Terms of Reference of the Committee, which, 
as I have stated above, would relate exclusively to the Gold Coast, should be as 
follows:— 

p
" To consider and report upon the actions taken by His Majesty'? Govern

ment in 1918 in relation to the Basel Mission Trading Society in the Colony 
of the Gold Coast; 

To consider the circumstances which led to the formation of the Common
wealth Trust: and to consider the general position of that Company; 

To advise whether any, and if so what, action should be taken to terminate 
that Company's existence, upon what terms; and 

To report generally upon the steps which should be taken to bring about 
a settlement of the questions now in dispute:" 

and I request approval to the proposal to set up a Committee accordingly. 

W. 0.-G. 

Colonial Office, Downing Street. 
January 25, 1928. 

APPENDIX. 

COPY OF THE CASE PUT TO THE L A W OFFICERS AND OF THEIR OPINION. 

Colonial Office to Law Officers. 
X 2392/26. 
Gentlemen, Downing Street, February 26, 1926. 

I AM directed by Mr. Secretary Amery to invite your attention to the following 
matter. 

2. Prior to the war there was in the Gold Coast a missionary body called " The 
Basle Mission," which owned churches and sehools and carried on missionary 
enterprise generally. The Head Office of the Mission was at Basle, Switzerland, but 
the Directorate was very pro-German, as was a large number of the missionaries 
in the Gold Coast. Associated with the Mission was a body called "The Basle 
Mission Trading Society," which appears to have been in the nature of a company 
registered at Basle. 

3. One-fifth of its capital was held by the Mission, who could also nominate a 
certain number of Directors. By its constitution it had to pay 5 per cent, on its 
capital to the shareholders and to pay the balance of its profits to the Basle Mission 
For missionary work. The shares were held by persons of various nationality, 
about 6 per cent, being held in Germany and 11 per cent, by Germans living in 
Switzerland. The Society engaged in general trading1 operations in the Gold 
Coast. India, China and anywhere where the Mission operated, and its operations 
were very successful. Certain of the directors and staff of the Society were 
Germans. On the outbreak of war most of the missionaries in the Gold Coast 
were interned and subsequently deported. The Trading Society, being staffed to 
some extent by Swiss nationals, carried on, the German employees being weeded out 
and interned. 



4. So matters continued from 1914 to 1917, although representations were 
constantly being received to the effect that the " Basle Mission " was a thoroughly 
German body, but it is noteworthy that at this time a clear distinction was seldom 
drawn between the Mission and the Society. During 1917 the Society got rid of 
its German capital and prepared a new constitution which was finally approved in 
November, 1917. Under this the Society was not bound to the Basle Mission, but 
their surplus profits were to be devoted to " the furtherance of the Kingdom of God." 
A copy of the constitution is enclosed. 

5. About this time the Governor of the Gold Coast recommended that the 
business of the Society there should be wound up on the ground of enemy association, 
and more particularly because some of the staff were alleged to have shown active 
pro-German sympathy. After some hesitation the Governor's proposal was accepted 
and the business was wound up under Chapters 190 and 193 of the Laws of the 
Gold Coast Colony, copies of which are enclosed. 

6. Mr. Amery does not anticipate that any question will arise with regard to 
the winding up of the Society"s business, since the concern was certainly of enemy 
association, but he is concerned about the validity in international law of the action 
which was taken subsequently with reference to the assets of the Society. 

7. In the ordinary course of events under a liquidation, the shops, trading 
stations and other property of the Society would have been sold and the proceeds 
lodged with the Controller of Enemy Property: and at the end of the war. if the 
Society had turned out to be legally German, credited through the Clearing Oilice, 
or if it had turned out to be legally Swiss, returned to it. Strong representations 
were, however, made to the Secretary of State that if the properties were sold they 
would fall into the hands of commercial firms who would, among other things, sell 
liquor in the Trading Society *s shops, and further that the work of the Mission 
would be at an end and the goodwill irretrievably lost. It was suggested that the 
Society could be regarded as operating a trust for the benefit of the Basle Mission 
and that its assets could be regarded as impressed with that trust, and that 
a proper course would be to pay to the shareholders of the Society the amount of 
their holdings and to convey the rest of the assets to trustees to perpetuate the 
trust. The argument as to the propriety of this course is conveniently stated in the 
note of the 11th February. 1919. from the Foreign Office to the Swiss Minister, of 
which a copy is enclosed.* 

8. This policy was eventually carried out. A company called "The Common
wealth Trust" was formed for the purpose of carrying on the business of the 
Trading Society in the Gold Coast and the necessary steps were taken to complete 
the arrangements by the passing of Ordinance No. 40 of 1918 (Chapter 69) and 
the execution of a deed of trust. Copies of the Memorandum and Articles of the 
Commonwealth Trust, Limited, of the trust deed and of Chapter 69 of the Laws of 
the Gold Coast are enclosed.* 

9. The Society has never accepted the position and the case which it makes 
upon the matter will be found in the volume of printed correspondence which is 
enclosed.* 

10. There is some reason to suppose that the whole question may be raised by 
the Swiss Government, who would, doubtless, ask for arbitration. Mr. Amery is not 
at all anxious to disturb the existing position if the action which has been taken 
can be defended under the provisions of international law. Otherwise it is proposed 
to try to effect some sort of settlement, but no settlement woidd be possible which 
did not involve the dispossession of the Commonwealth Trust. I am to ask, 
therefore, that you will be so good as to advise whether the action taken under 
Chapter 69 of the Laws of the Gold Coast and the trust deeds with respect to the 
assets of the Basle Mission Trading Society is justifiable under international law. 
and could be defended with a reasonable prospect of success before an international 
tribunal. 

I am, &c. 
C. STPACTTEY. 

* These.documents are not reproduced. 



X -2722/2(5. 
Opinion of the Lair Officers. 

We have taken the matter into our consideration, and in obedience to your 
commands have the honour to REPORT 

THAT in our opinion international law in the sense in which the expression is 
used in the present instructions is really no more than the customary usage which 
prevails between sovereign States and has no legal sanction. It would be necessary 
in any arbitration to define with precision the question submitted to any tribunal 
and the rules by which it was to be guided. 

In the case under consideration the Governor of the Gold Coast has in effect 
confiscated the property of a Swiss Company and handed it over to another jjerson. 
It is not in accordance with international usage to seize property of a national of 
a friendly State without making full compensation to the owner; and the fact that 
the owner had bound himself to apply some part of his property to charitable 
purposes does not, in our opinion, justify a State in seizing that property and giving 
it to someone else to use for one of the charitable purposes in question. 

Our answer to the question propounded is. therefore, in the negative. 

DOUGLAS McGAREL HOGG. 
T. W. IL INSKIP. 

Law Officers' Department, 
March 16, 1926. 
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CONFIDENTIAL. SECTION 1. 

; W  . 645/28/98] No. 1. 

Memorandum communicated by Lord Cushendun, January 24, 1928. 

I SAW the French Ambassador at his request yesterday afternoon, and we 
discussed various aspects of the position at Geneva in regard to security ami 
disarmament for an hour and a half. 

After referring to the present deadlock on disarmament, I told M. de Fleuriau 
how M, Boncour in December had said that if the deadlock continued it might be 
necessary to adjourn to a later date the resumption of the technical discussions on 
disarmament fixed for the loth March. I asked whether the French Government 
would take the initiative of proposing an adjournment. In view of the imminence 
of their general election, it seemed to me very reasonable to argue that negotiations 
of the importance and delicacy contemplated should be handled by a fresh rather 
than by an expiring Chamber. M. de Fleuriau said positively that the French 
Government, just for electoral reasons, could not possibly take this initiative. He 
explained that at the forthcoming election the country would revert to an old 
electoral system; on account of this it was extremely difficult to forecast the result, 
and old party divisions already showed signs of the breaking up. The present 
Government would therefore on no account take any initiative which might be 
distorted for electoral purposes. 

The discussion then passed to security, and 1 emphasised how futile it was for 
M. Boncour at Geneva to harp perpetually on the protocol of 1924, suggesting 
always that it was our refusal to accept it which was preventing the solution of the 
security problem. I said that if M. Boncour, as I half suspected, harboured the 
hope that if a Labour Government were returned in this country they would sign 
the protocol, I was perfectly convinced that he was wrong, and mentioned that 
Lord Haldane. Mr. Snowden and Colonel Wedgwood, to name only a few, had 
already declared themselves against it. to say nothing of the fact that Mr. MacDonald 
himself had abstained from signing it. I added that it had always seemed to me 
surprising that the French themselves should espouse it so warmly. M. de Fleuria.ii 
declared himself personally no admirer of the protocol, though he thought it had 
acquired sentimental prestige among rather uneducated people. He proceeded to 
a digression on article 16 of the Covenant, charging successive British Governments 
in particular, and the League of Nations generally, of having never had the courage 
to repudiate the words at the end of the first paragraph obliging member States in 
case of war to prevent all intercourse not merely between their own nationals, but 
those of any other State, whether a member of the League or not, and nationals of the 
aggressor. 

I brought the discussion back to the Locarno treaties and referred to some words 
used by M. Briand to Sir A. Chamberlain in December, in which he spoke of the 
possibility of providing security in the. east of Europe by an adaptation of Locarno 
to Russia and her neighbours, and 1 asked whether we might expect the French 
Government to produce any concrete proposals in that sense; the recent FYench-
Yugoslav Treaty did not seem to meet the case. M. de Fleuriau replied rather 
warmly that it was not easy to adapt Locarno to the east of Europe; the Locarno 
agreements were based on a historic and disastrous fact, and the determination to 
overcome it—the blood-stained battlefields of Flanders, the Rhine]and and Alsace
Lorraine—and he argued that there was no such concrete historic fact in Poland or 
the Balkans, and that, therefore, it was no easy matter to find the subject or the 
formula of guarantee. I replied that, though that might be so, M. Briand had no 
doubt considered the differences when he spoke to Sir A. Chamberlain, and it would 
be very helpful to know more definitely what he had in mind. 1 went on to say that 
His Majesty \s Government viewed with dislike a general form of agreement which 
imposed on them definite obligations to undefined nations; it would be easier for them 
to make a bilateral treaty after full consideration of their particular relations with 
the other party to it. I added that, for this reason 1 quite appreciated that M. Briand 
might wish to sign a treaty with the United States, but would by no means necessarily 
wish to extend it in the same terms to a number of other Powers. 
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tuen raised the question of the military and naval deadlock in disarmament, 
rem.iio.uig M  . de Fleuriau of our former conversation, in which he had spoken of 
universal compulsory service as an essential part of democratic France. 1 
appreciated his point of view, but this did not alter the fact that it was diametrically 
opposed to our own and that of Germany and Russia, and did, in point of fact, pre
clude any real disarmament by land. M  . de Fleuriau claimed warmly, and rather 
surprisingly, that France to-day had no army—not, at least, one comparable to our 
own highly trained force. He again contrasted the merits of compulsory military 
service—which meant that a voter who supported war involved thereby either himself 
or his family directly—with a voluntary army—a weapon liable to be used 
irresponsibly by the somewhat irresponsible democracies Which characterised post
war Europe. He made it quite clear, as I anticipated, that his Government could 
not be moved from the position of refusing to limit in any way their military trained 
reserves. 

After saying that this was not more than I had expected, I told M  . de Fleuriau 
that we felt at least as strongly that, as regards naval armaments, there must be 
rigid limitation by classes, including two for cruisers and submarines. After all, 
surprise was admittedly an all-important element in war; if we were to eliminate 
war, let us rule out the factor of surprise by as rigid a limitation as possible. I under
stood that the main preoccupation of the French in naval matters was with Italy, 
and I could not see how the British proposals for rigid limitation would in any way 
affect French security adversely vis-a-vis Italy. M. de Fleuriau, after the usual 
remarks about the French being very behindhand in naval construction, said that he 
quite appreciated that we intended to maintain our position as regards limitation 
by classes; he was going to Paris almost immediately; there he. would report his con
versa tion, and hoped to be able to bring back proposals when he returned next week. 

CUSHENDUN, 
Treasury, January 20, 1928. 
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CP. 17 (28). 

ANGLO-EGYPTIAN TREATY OF ALLIANCE. 

MEMORANDUM BY THE SECRETARY OF STATE FOR FOREIGN AFFAIRS. 

SAlvWAT PASHA'S difficulties in creating a sentiment among his compatriots 
in favour of acceptance of the draft treaty appear on the whole to have been greater 
than he anticipated, or affected to anticipate, when he left this country. Earlier 
reports indicated that Sarwat was not likely to meet with any very determined or 
successful opposition. More recently, however, the left wing of the Wafd, which 
includes a number of irreconcilable extremists, appears to have succeeded in estab
lishing an ascendancy over Mine. Zaghlul and Nahas Pasha, ZaghluFs nominal 
successor, and, as a result, to have gained control of the Wafd party machine, 
which is the only political organisation in Egypt possessing any degree of efficiency. 
This development was not altogether unexpected. A contributory cause is probably 
to be found in the attitude of King Fuad. who, after promising his support to 
Sarwat Pasha and the treaty, has lately, according to secret service reports, 
encouraged the opponents of an alliance for reasons of his own. Lord Lloyd, 
however, has recently been instructed to convey a serious warning to His Majesty 
in the hope that as a result of it the powerful influence which the Palace can wield 
may henceforth be exerted actively in support of Sarwat. But a far greater stimulus 
to the Egyptian extremists may probably have been provided by messages conveyed 
to them by certain individuals in this country, who, according to reports from secret 
sources, have encouraged the belief that His Majesty*s present Government will 
certainly be defeated at the next general election, and that their successors will grant 
to Egypt far more generous terms than are contained in the draft treaty. Such 
messages, the true motives underlying which it is unnecessary to analyse, appear to 
meet with a large measure of credence in Egypt. 

On the other hand, the left wing of the Wafd, though at present it clearly has 
the upper hand so far as the party organisation is concerned, has bitter opponents 
both within the party itself and outside of it. Barakat Pasha. ZaghluFs nephew, 
who was at one time regarded as his probable successor, heads the opposition inside 
the Wafd. The Liberal and Unionist parties, in which are to be found the majority 
of Egyptians of intelligence and position, are almost openly in conflict with the 
extremists. The country in general appears dissatisfied with the Wafd leaders and 
their methods, and if it were able to express an independent and coherent opinion, 
which, unfortunately, is hardly the case, this would probably be definitely in favour 
of a reasonable settlement with Great Britain. . King Fuad, in spite of passing 
flirtations with the Wafd, dislikes and fears the extremists, who make little secret of 
their anti-dynastic plans. Sarwat Pasha himself, according to the most recent 
reports, while frequently hesitant and vacillating in face of the strength of the 
opposition, appears to be resolved to carry on the struggle. 

Sarwafs difficulties have led him to demand a number of explanations and 
interpretations of the text of the treaty, without which, he argued, it would be quite 
impossible for him to carry the treaty with his colleagues in the Ministry. For 
various reasons I was by no means anxious to furnish in this way unilateral 
interpretations of an agreed text, but in the circumstances I felt bound to do so, 
rather than lose Sarwafs co-operation, and with it any prospect of reaching a 
settlement in the near future. 

It proved possible to furnish Sarwat with the explanations for which he asked 
regarding the text of the treaty itself, without disadvantage to ourselves, and T need 
only trouble my colleagues with two points which remain outstanding. What Sarwat 
asks in respect of them amounts not, as in the other cases, to an interpretation of the 
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text, but rather to an actual extension of the provisions of the treaty. The two 
points in question are :— 

I. 
Annex I (a) the text of which reads as follows :-

" In default of previous agreement between the high contracting parties 
to the contrary, British personnel on the existing scale shall be maintained in 
the Egyptian army with their present functions and on the conditions of the 
existing contracts during the period of ten years provided for in article 7 of 
the treaty." 

The words " in default of previous agreement to the contrary " were specifically 
inserted here in order to leave the door open for a reorganisation of our relations 
with the Egyptian army, which are at present unsatisfactory in some respects, and 
as time goes on will tend to become more so. The remainder of the clause was, of 
course, designed to safeguard our position until some scheme of reorganisation 
acceptable to us had been agreed upon. 

At one point, Sarwat Pasha attempted to argue that this clause covered only 
two British officers, i.e., those mentioned in the notes exchanged during the crisis 
of last summer on the subject of the Egyptian army. This interpretation was 
obviously untenable, and Sarwat Pasha was so informed. He has now reverted to a 
suggestion which has been raised in the past lioth by the Egyptians and ourselves, 
but never actually worked out, namely, that the British element in the Egyptian army 
should be provided by a military mission. Such an arrangement seems likely to 
ixjssess the considerable advantage of not arousing Egyptian opposition, and thus 
tending to facilitate the task of the officers concerned, and of ensuring the 
permanency of the arrangement. The War Office, I understand, have no objection 
to it, provided of course that the details of the scheme are satisfactorily worked out. 
T therefore request the Cabinet's authorisation to inform Lord Lloyd that his 
proposal is approved, and that he should, with the assistance of the military 
authorities in Egypt, at once open negotiations with Sarwat Pasha with a view to 
arriving at an agreed scheme to be embodied in notes exchanged simultaneously with 
the treatv's ratification. 

II. 
Annex I I (c) which reads as follows :— 

" Until the coming into force, as the result of agreements between Egypt 
and the Powers concerned, of the reform of the capitulatory system contemplated 
in article 9 of the treaty, the Egyptian Government will not modify, except in 
agreement with His Britannic Majesty's Government, the number, status and 
functions of the British nationals engaged at the moment in the public security 
and police services." 

The position is that Egypt in the near future contemplates calling a conference 
of the capitulatory Powers, at which she will seek their consent to a transfer of the 
jurisdiction at present exercised by the Consular Courts of each Power, to the Mixed 
Courts, an organisation nominally Egyptian, but which possesses a permanent 
majority of foreign judges. The disappearance of consular jurisdiction would imply 
also the disappearance of such foreign rights, as against the Egyptian Government, 
as the inviolability of domicile rights which are jealously guarded by the 
capitulatory Powers, ft is most improbable that those Powers would consent to 
their nationals being subjected to the Egyptian Governments police forces, acting 
on behalf of the Mixed Courts, unless these forces continue to comprise, as now, a 
sufficient foreign element to ensure that the arrest, &c, of Europeans is carried out 
under the supervision of European police officers. In short, Egypt, to obtain her 
desiderata, will have to satisfy the Powers in Cairo that she has made satisfactory 
and permanent arrangements in this respect. This consideration made it possible 
to adopt the clause in question with safety, seeing that unless Egypt agreed to a 
perpetuation of something in the nature of the present regime, she would not obtain 
the assent of the Powers to her capitulatory demands, in which event the status quo 
would be maintained under the terms of the clause. 

Sarwat Pasha, however, represented that this provision would excite so much 
opposition in Egypt that the prospects of the treaty's acceptance would be reduced 



to nothing, and asked that it should be supplemented by an exchange of notes, which 
would provide that notwithstanding a failure of the capitulatory conference, Egypfs 
hands should be freed in the matter of the police five years after the coining into 
force of the treaty. This suggestion was inacceptable, but a counter-suggestion, to 
the effect that Mis Majesty*s Government should undertake, in the event of a failure 
at the conference, to examine the question afresh, and on its merits at the time, was 
described by Sarwat as quite inadequate from the point of view of Egyptian public 
opinion. I therefore request the Cabinefs authority to make the following 
alternative offer to Sarwat, the terms of which would be embodied in notes exchanged 
when the treaty is ratified :— 

" in default of the conclusion within five years of the coming into force of 
the treaty of agreements with the Powers concerned for the reform of the 
capitulatory system as contemplated in Annex II (c), and in default of 
agreement between His Britannic Majesty's Government and the Egyptian 
Government for the modification of the provisions of that clause. His Britannic 
Majesty's Government will join with the Egyptian Government in inviting the 
Council of the League of Nations to give a decision as to the numbers, status 
and functions of the British officials thenceforth to be employed in the public 
security and police services in the light of the conditions then obtaining in 
regard thereto. It is understood that the Governments shall adopt this 
decision as an agreement come to between them as provided for in Annex II (c) 
of the treaty." 

It will be seen that this virtually amounts to an offer to re-submit the question 
to the Powers sitting at Geneva some five years after it has been submitted to the 
Powers sitting at a capitulatory conference in Cairo. The factors governing a 
decision should, generally speaking, be the same in each case, and unless Egypt 
demonstrates her willingness to maintain adequate police arrangements, it is hardly 
to be supposed that she will receive satisfaction from either body. If and when the 
question should be submitted to the League, it seems likely that only an interim 
decision covering a limited number of years could well be given. I would observe, 
moreover, that if conditions are unsatisfactory at the time of the reference to 
Geneva, it is quite within the bounds of possibility that the League might order an 
increase in the European element in the Egyptian police. In these circumstances. I 
consider that we can safely offer to Sarwat the proposed undertaking, though, of 
course. 1 am quite unable to say whether he will find it acceptable. 

In conveying it to Sarwat. together with a message on the subject of negotia
tions respecting a military mission. 1 propose to make it quite clear to him that 
His Majesty's Government do not intend to enter into any further discussions on 
these or other new points in the treaty. 

Apart from the question of a military mission, referred to above, negotiations 
are not yet complete in the matter of the division of the Nile waters, and on certain 
minor points respecting capitulatory reform. But agreement in principle has been 
reached on the two latter subjects, and 1 therefore propose to inform Sarwat that 
His Majesty's Government now expect him to lose no time in laying the treaty before 
his colleagues with a view to its early signature. 

A. C. 
Foreign Office, January 26. 102S. 
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CABINET. 

THE CHINESE BOXER INDEMNITY. 

NOTE BY THE CHANCELLOR OF THE EXCHEQUER. 

THE accompanying Memorandum which has been prepared in the Treasury 
on the subject of the Boxer Indemnity lias my full agreement. 

W . S. C . 

Treasury Chambers, S.W. 1, 
January 27, 1928. 

T H E CHINESE BOXER INDEMNITY. 

1. The British share of the Boxer Indemnity was fixed at a capital sum of 
£7,593,081, of which £1,181,000 represented private claims and the remainder the 
reimbursement of British naval and military expenses connected with the Boxer 
revolt. 

2. From 1901 to 1917 we received in all £5,576,089 (£656,704 principal and 
£4,919,385 interest), out of which all the private claims were paid off. When 
China joined the war in 1917 payment was suspended for five years, but was 
resumed in 1922. 

3. In 1922 the British Government agreed to devote the proceeds of the 
British share of the Boxer Indemnity to purposes mutually beneficial to China 
and Great Britain, and so informed the Chinese Government. In recommending 
this proposal to the Treasury the Foreign Office represented that "the political 
and commercial advantages which would be derived by this country from an 
allocation of Indemnity Funds to the education of Chinese on British lines . . .  . 
would no doubt be of a substantial and far-reaching character." 

4. The payments which havê made since 1922 at the rate of about £400,000 
a year have accordingly been made to a separate fund, the Chinese Indemnity 
Fund, under the authority of the China Indemnity (Application) Act, 1925, and 
this fund now amounts to about £2,000,000. The Government have announced 
that, subject to Parliamentary approval, they are willing to adopt in principle a 
scheme for entrusting the control and administration of the fund to a joint Board 
of Trustees in China. 

5. Meanwhile, the anarchy prevailing in China has, on the one hand, made 
it impossible to carry out any such educational schemes and, on the othor hand, 
has involved the British Exohequer in additional expenditure owing to tho 
despatch of the China Defence Force, which will amount to about £4 million up 
to tho 31st March next and a further £S00.000 annually until the China Defence 
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Force is reduced or brought home, when there will be a further heavy charge for 
transport. 

6. The argument for recouping this additional expenditure out of the 
balance on the China Indemnity Fund cannot be better put than in the words of 
Sir M. Lampson : " It is, on the face of it, absurd and even wrong voluntarily to 
return to the Chinese a huge sum, in itself a reimbursement of former actual 
British expenditure, more or less in the nature of a free gift to the Chinese at the 
expense of the British taxpayer." 

7. The objection raised is that we should place ourselves in the wrong by 
going back upon pledges given to the Chinese Government and reversing a policy 
announced to Parliament. It must, however, be pointed out that the proposal to 
allocate the Fund to purposes for the mutual benefit of Great Britain and China 
was not in any way in the nature of a contractual engagement. It was 
a spontaneous and unilateral offer made because we considered that the change 
of circumstances since 1901 made a change of policy on our part desirable. The 
change of circumstances between 1922 and 1927 is, however, even greater than the 
change of circumstances between 1901 and 1922. It is obviously impossible while 
the present anarchy in China continues to use the money for educational 
purposes, and even if it were possible such action would not, at the present 
moment, have the substantial and far-reaching advantages of a political and 
commercial character which were claimed for it in 1922. So far, therefore, as the 
Chinese are concerned, the Government are under no obligation, having made no 
contract, and are just as much at liberty to change their minds now as they were 
live years ago. On the other hand, the Government as trustee for the British 
taxpayer cannot justify diverting the money from the Exchequer and presenting 
it to the Chinese unless they can claim that such diversion secures advantages 
sufficient to compensate for the additional taxation involved, and under present 
circumstances this claim cannot be sustained. 

The mere fact that an action is likely to prove unpopular in China cannot 
itself be advanced as a final argument against taking such action, and the 
disadvantage of any temporary unpopularity must be weighed against the 
advantage of obtaining t'2 millions for the Exchequer, which is of a very concrete 
and convincing character. 

8. The claim will no doubt be put forward in various quarters that if the 
money is diverted from its present destination it ought to be used to pay 
compensation to British Nationals who have suffered losses during the present 
disturbances. It would, however, be a most dangerous principle for the British 
Exchequer to accept liability for losses caused by foreign Governments, the 
responsibility for which must rest with those Governments. No compensation has 
been provided for the far greater losses which have been suffered by British Nationals 
in Russia. Moreover, we have a very strong answer in this case. We have resisted 
every suggestion that the cost of the Chinese Defence Force, which is maintained for 
the protection of British property in Shanghai, should be borne, even in part, by the 
owners of that property. By bearing the cost of these troops the taxpayer has 
already made a very burdensome contribution to the protection of the private 
property of the British community in China, and the proposed diversion of the 
Boxer Indemnity Fund will only grant a partial alleviation of his burden. 

9. Even if it were admitted that our spontaneous offer to the Chinese 
Government constituted an irrevocable pledge, it could fairly be argued that our 
promise can only be held to mean that the Fund will be allocated to educational 
and similar purposes as soon as tho situation in China admits of reasonable 
schemes being put into operation and properly administered. At present this is 
manifestly impossible, and for this reason our offer cannot at present be carried 
into effect. 

10. A further argument mentioned in the Foreign Oihce telegram of the 
23rd May is that a change of policy would mean taking compensation for the 
action of a relatively small faction in the middle of civil war out of Funds 
promised to China as a whole. It is impossible, however, to draw this kind of 
distinction between the Chinese Government (or rather the various conflicting 
Governments) and the Chinese people. Moreover, the anti-foreign feeling in 



China seems now to be so widespread that it is more than ever difficult to treat 
the Chinese people as innocent and their various Governments as guilty. 

11. It is also contended that, the existence of a large sum ready and 
waiting for useful expenditure ought to be a great argument with the Chinese in 
favour of friendship and co-operation with us. The same concrete argument 
would, however, exist if it were made clear that the current payments to the 
Chinese'"Indenmity Fund at the rate of I'400,000 a year would again be held 
available for educational expenditure so soon as the present anarchy comes to an 
end and the China Defence Force can be withdrawn. 

12. On ihe above grounds there would be ample justification for paying over 
to the Exchequer the whole of the £2 million now lying unused and the further 
payments of f-100,000 a year, so long as the China Defence Force has to be retained. 
When the China Defence Force can be withdrawn, the position would be exactly 
the same as if it had been possible to inaugurate these educational schemes in 
1922. There would be resources at the rate of X'100,000 a year available, which was 
the position then contemplated ; all that the Chinese would have lost would be 
the amounts accrued during the years in which their own action had made itj 
impossible to proceed with the educational schemes contemplated. 

13. In order to carry out any such operation, it will be necessary to obtain 
legislation amending the Act of 1925. If it were decided simply to take the 
existing Fund into the Exchequer it could be done by a single clause in the next 
Finance Bill, providing that, notwithstanding any provision of the Act of 1925, 
the sum at present held in the China Indemnity Fund should be transferred 
forthwith to the Exchequer, as a part contribution to the expenditure incurred on 
the China Defence Force. If it were decided to go further and to appropriate 
future payments, the procedure to be adopted would require further consideration, 
but it could probably be done by extending the clause suggested above so as to 
provide in addition that the future payments to the Fund shall be similarly 
transferred to the Exchequer as they accrue until Parliament otherwise 
determines. 
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C A 3 I 27 E T . 

LiElIT 01-' THE PARLIAMENT ACT. 

ilOTE BY THE LORD CHANCELLOR. 

I understand that the Cabinet will shortly be 
considering the course to be adopted on the subject of what 
i3 called House of Lords Reform, and I venture to circulate 
the following observations for their consideration:-

It aopears to me that there are strong reasons in 
favour of taking a step forward during th.6 coming Session. 
The Secretary of Stats for India, in the debate in the House 
of Lords on the 22nd June last, said that it was the 
intention of the C-r vernment to deal with the matter in the 
lifetime of the present parliamentj and since that time 
the proposals of the Government have been emphatically 
approved by the National Union Conference at Cardiff, at 
.vhich a resolution vaa passed by a large majority urging 
the Government to Introduce a measure on the subject in 
the session of 1923. If nothing is now done, it will be 
said that we have not the courage of our opinions, and 
we shall lose ground. 

Ho doubt there are difficulties in introducing a Bill 
under the conditions now existing. It would be said (with 
some truth) that, while the Asquith Government of 1911 
had a clear mandate from the electors for passing the 
parliament Act, wo have no such mandate for its amendment; 



and the 3111 would meet with violent recintence from both 
the Opposition parties. The session is already deeply 
mortgaged to the Franchise Bill and other measures, and 
it might provo Impossible to carry an additional measure 
of the first importance without a prolonged autumn Session, 
uut nevertheless it may be right to make the attempt. 

A possible alternative to the introduction of a Bill 
would be to follow the precedent of 1911, and to introduce 
in both i I o u 3 e 9 a Resolution or series of Resolutions 
defining precisely tho proposals of the Government, with 
a view to their being endorsed by the electors at the noxt 
General Election. Uo doubt the effect of this procedure 
would be that the question would be widely discussed at tho 
Electionj but on the other hand there I 3 some advantage in 
taking a course which would prevent misrepresentation of 
our proposals and which would show that we have sufficient 
confidence in our case to submit it to the judgment of the 
country. 

whichever of the above two courses be approved, I 

think that the Bill or the Resolution (or Resolutions) 
should provide Tor- the amendment of the Parliament Act 

(l) by enacting that tho quostion whether a 

Bill is or is not a i-Ioney Bill within the meaning of 
the Act shall be determined by a Joint Standing 
Committee of both Houses, and that in coming to a 
decision on that point the Committee shall have regard 
not only to the form but to the substanoo and effect 
of the Bill, and 

(8) by enacting that the provisions of the 
Parliament Act under whioh a Bill other than a Money 
Bill which has been three times passed by the House 



of Commons may without the consent of the House of 
Lords bo presented for the Royal Assent shall not 
apply to any Bill which alters the constitution or 
powers of the house of Lords as established by Law 
unless between the first passing of tho Sill by the 
House of Commons and its third passing by that House 
a General Election shall have intervened. 

It would be a waste of time to deal with the first of these 
questions without also dealing with the second, which is of 
far greater importance. I assume that the Cabinet will 
adhere to its decision against the Referendum. 

I have not included in tho above list the proposal 
that Bills dealing witia local rates 3haII not be hold to 
fall within tho category of financial provisions, and that 
the House of Lords shall have power to deal with matters 
affecting local rates, because this proposal is connected, 
not with the Parliament Act, but with the privileges of the 
House of Commons, and it night be better to deal with that 
question separately by referring it to a Committee. The 
practice on this branch of privilege is at the- present 
time uncertain ana confused, and it is very desirable that 
it should be defined. 

There remains the question whether the Bill or 
Hssoiutions should deal with the constitution of tho House 
of Lords. The sketch proposals under this head which were 
put forward by the Government in June last were to some 
extent intended to conciliate those who thought that the 
proposed amendments of tho Parliament Act would give too 
much power to the House of Lords as now constituted; but 
in fact they appeared to conciliate nobody and met with 
strenuous opposition, not only from some Conservatives, 



but from members c::" both the Opposition parties, who 
seemed to profor tlie Louse of Lords as it now is. In 
these circumstances it is a matter for consideration 
whether it would be better to postpone any action on 
this part of the Government proposals to a future date. 
In doin£ so v;e should be following the precedent set 
in 1911, when the Government of that day dealt only with 
the powers of the House of Lords and deferred to a future 
date (which has not yet arrived) any amendment of the 
constitution of the Second Chamber. 

0. 

27 January 1923. 
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to ensure the secrecy of this document. 

CABINET. 

R E D U C T I O N O F E X P E N D I T U R E I N 1928. 

NOTE BY THE CHANCELLOR OF THE EXCHEQUER. ' 

I CIRCULATE to my colleagues the result of the efforts of Departments to achieve 

the programme of savings unfolded to the Cabinet six weeks ago. It will be 

seen that, in spite of an unexpected saving of nearly £1,200,000 on the Post Office 

estimates, we are still nearly £5 millions short of the minimum which will enable 

the Budget to be balanced without fresh taxation. 

W. S. C. 

Treasury Cliambers, S.W. 1, 
January 30, 1928. 
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TABLE 

SHOWING REDUCTIONS ON OCTOBER SKETCH ESTIMATES FOR 1928. 

Asked for. Offered. 
£MOO. £'000. 

1. Middle East Defence (Air and Middle East Estimates 
combined): net saving.... 1,000 1,270 

2. Army (after absorbing share of Middle East Defence).... 750 *515 
8. Navy 2,000 tNil 
4. Board of Education 1,000 500 
5. Consequential saving ou Scottish Education Estimate 

(Uths) 140 70 
6. Ministry of Health 500 193 
7. PolicePolice,, PrisonPrisonss anandd otheotherr cognatcognatee HomHomee OfficOfficee anandd 

ScottisScottishh OfficOfficee EstimateEstimatess 170 180 
8. Agriculture: England and Scotland.... 175 108 
9. Sugar Beet Subsidy : Provisional reduction .... 700 000 

10. Discontinuance of Grant to British Industries Fair 
from Overseas Trade Estimate .... 25 25 

11. Ministry of Pensions 500 500 
12. Office of Works Estimates .... 275 380 
13. Colonial Services and Overseas Settlement .... 1G0 222 
14. Minor and Miscellaneous Savings .... .... 101055 r io7 
14A. Old Age Pensions Estimate .... ....  — J I 50 
15. Post Office Estimate — 1,180 

Total .... .... .... .... .... 7,500 6,020 

The two remaining items set out in the table contained in CP. 323 (27) 
were:— 

Fixation of share of Estate Duty payable to Local Taxation £ 
Account. Gain to Exchequer in 1928 .... .... .... 1,100,000 

Appropriation towards extra military expenditure in China of 
balance of Boxer Indemnity together with subsequent accu
mulations. Possible yield in 1928 .... .... .... 2,500,000 

On the first of these the Minister of Health objects strongly to 
the proposal that the grant should be fixed at the average of the three 
years prior to the current year, i.e., retrospectively. If this objection is 
upheld the maximum saving that can be realised under this head is .... 500,000 

As regards the second the Foreign Secretary dissents altogether on 
grounds of policy, and a separate paper (CP. 18 (28)) has been circulated 
to the Cabinet on this subject. 

* Plus surrender of £500,000 received from German reparations in 1927. 
t Navy Estimates in fact show an increase of £100,000, including' an increased provision for Oil 

Reserves. If tlio additional sum asked for by the Admiralty on this account is provisionally excluded, 
pending the report of the Cabinet Committee on the whole question of Naval Oil Reserves, there would be 
a reduction as compared with 1927 of £350,000. 
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The King's Speech on the Opening of Parliament. 
FEBRUARY 7, 1928. 

M Y LORDS AND MEMBERS OF THE HOUSE OF COMMONS, 

MY relations with foreign Powers continue to be friendly. It is the 
constant effort of My Government, in co-operation with the League of Nations, 
to secure the settlement of international differences and to promote the cause 
of peace. 

I have invited the King of Afghanistan to visit Me in March and I look 
forward to welcoming His Majesty to My capital. It will be a particular 
pleasure to Me to receive His Majesty on his first visit to Europe. 

The position in China has so far improved as to permit large reductions in 
the naval and military forces sent to the Far East for the protection of My 
British and Indian subjects resident in the Concessions, but the situation caused 
by internal disturbances and civil wars and the consequent insecurity of life 
and property, both Chinese and foreign, still give cause for anxiety. In spite 
of these discouraging circumstances, My Government adhere to the declaration 
of policy published by them a year ago, as the basis on which they are prepared 
to meet Chinese aspirations when the Chinese can assure satisfactory protection 
for British lives and property. 

On the 29th December last the United States Government communicated 
to My Ambassador at Washington, for consideration and as a basis for 
negotiation, the draft of a new Treaty of Arbitration between Myself and the 
President of the United States of America, to take the place of the Treaty of 
Arbitration concluded at Washington on the -4th April, 1908. The terms of 
the new draft are being carefully and sympathetically studied by My Government 
iu Great Britain and will be considered in communication with My Governments 
in the Dominions. 

MEMBEKS OF THE HOUSE OF COMMONS, 

The Estimates for the Public Services will be laid before you in due 
course. 

M Y LOUDS AND MEMBERS OF THE HOUSE OF COMMONS, 

Although the condition of affairs in some of the principal industries 
continues to give cause for serious anxiety, I am glad to observe that in the 
general state of trade and industry there are many encouraging signs of 
progressive improvement in both our home and external trade which justify 
the hope that with co-operation and good-will steady progress will be made in 
the coming year. 

The burdens imposed upon industry and agriculture by the present 
incidence of local rates have attracted the anxious attention of My Ministers. 
They are now engaged upon inquiries into tho possibility of affording some 
relief from these burdens to the producing community and into the changes in 
local government which would thereby bo involved. 

Proposals will be brought before you for amending the law relating to the 
parliamentary and local government franchise. 
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Measures will be presented to you for giving effect to certain 
recommendations of My Commission on National Health Insurance, and for 
increasing the credit facilities of persons engaged in agriculture. 

Among other Bills which you will be invited to pass are measures dealing 
with the laws relating to the Supreme Court of Judicature and to Arbitration, 
with the amend men t of the Companies Acts, with the valuation for rating 
purposes of property in London, and with the law relating to the Metropolitan 
Common Poor Fund. 

You will also be asked to consider proposals for the reorganisation of 
certain of the Departments in Scotland. 

Bills dealing with other measures of importance will be introduced and 
proceeded with as time and opportunity allow. 

I pray that the blessing of Almighty God may rest upon your labours. 



I This Document is the Property of Hii Britannic Majesty'̂  Government. 1 

Printed for the Cabinet. February 1928. 1 31 

C O N F I D E N T I A L . Copy No. 30 

CP. 22 (28). 

MEMORANDUM BY THE SECRETARY OF STATE FOR FOREIGN 
AFFAIRS. 

T H E FRANCO-AMERICAN DRAFT PACT OF PERPETUAL FRIENDSHIP AND THE 
AMERICAN DRAFT OF AN ARBITRATION TREATY TO REPLACE THE ANGLO-AMERICAN 
ARBITRATION TREATY OF 1908. 

I CIRCULATE to my colleagues papers bearing on (1) the Franco-American 
negotiations for the conclusion of a Pact of Perpetual Friendship, and (2) the 
American draft of an Arbitration Treaty which has just been communicated to us 
to replace the existing Root-Bryce Arbitration Treaty on its expiration next June. 

The two draft treaties are really quite distinct, and I therefore propose, for 
the sake of greater clarity, to treat them separately in the following explanatory 
statement:— 

(1.) Draft Treaty of Perpetual Friendship. 

In April 1927 M. Briand, in a public message to the United States, declared 
the readiness of the French Government to sign with that country a treaty 
" outlawing war." This rather vague declaration was, we are informed by the 
French Foreign Office, received in America by both political parties with a success 
which had surprised M. Briand himself. In order to meet the earnest wish 
expressed in the first instance by the American press and public men, and secondly, 
by the American Ambassador at Paris, who is stated to have been acting unofficially 
but under instructions, M. Briand drafted a short treaty of two articles whereby 
both countries agreed, according to M. Briand's phrase, to outlaw war." The 
draft treaty, the text of which will be found as Appendix I, was communicated to 
the United States last summer by the American Ambassador at Paris. 

Under the draft treaty it was proposed that France and the United States 
should agree to " condemn recourse to war and renounce it respectively as an instru
ment of their national policy towards each other." The settlement of disputes of 
whatever nature was '" never to be sought by either side except by pacific means." 

While it is true that Mr. Borah and other influential personages in the United 
States, together with a certain section of the United States press, gave a warm 
welcome to the idea underlying the draft treaty, the reception accorded to it by 
t h e Administration w a s from the first exceedingly cool. Embarrassed, by the 
support given to the proposal b y a number of their adherents, yet unwilling 
to conclude a treaty which, so far as the United States is concerned, might give 
France a f r e e hand to pursue in Europe policies appearing aggressive in American 
e y e s , the United States Government did nothing at all in the matter until the end 
of December last. On the 28th of that month Mr. Kellogg suddenly addressed to 
t h e French Ambassador at Washington a note in which he stated that his Govern
ment were prepared to accept M. Briand's draft, provided that it A v a s turned from 
a bilateral into a multilateral treaty to be signed by : ' the principal Powers of the 
world " and to be " open to signature by all nations." It was suggested that the 
United States and French Governments should jointly submit such a treaty to " the 
other nations of the world." It is difficult to resist the conclusion that the abrupt 
launching of this proposal, after the long delay of nine months since the Briand 
plan wasfirst mooted, has not been timed entirely without an eye on the presidential 
election which takes place next November. The State Department gave the widest 
possible publicity to the note almost before there had been time for it to reach the 
hands of the French Government. 
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To Mr. Kellogg's note M. Briand replied accepting the idea that the treaty 
should be multilateral, but suggesting (a) that it shouid first be signed by France 
and the United States before being submitted to the other nations of the world, and 
(b) that the renunciation of war should apply to a " war of aggression *' only. On 
the 11th danuary Mr. Kellogg handed to the French Ambassador in Washington a 
note in which he expressed satisfaction that M. Briand had agreed to make the 
treaty a multilateral one, but disagreed with his view that it should first be signed 
by the United States and France alone. The note went on to express surprise that 
M. Briand should now desire to limit the scope of the agreement to " wars of 
aggression," as this was not the case with the original French draft. Mr. Kellogg 
now proposed that the treaty and the subsequent correspondence should be eommuni
catecl to the Governments of Great Britain, Germany, Italy and France for their 
consideration and comment, it is understood that the French Ambassador at 
Washington has verbally explained to Mr. Kellogg that, the United Stales Govem
ment having transformed the proposed treaty from a bilateral into a multilateral 
one, France was obliged to limit its effects to a " war of aggression " in order to 
take account of her treaty obligations in Europe. 

1 may add that Mr. Kellogg, in the course of the conversations on the subject 
which he has had with our Ambassador at Washington, admitted that the draft 
treaty did not really constitute an act that would "outlaw war,"' but believed that 
it went as far as public opinion in the United States would allow at present. 
Mr. Kellogg did not understand why some French papers seemed to think that the 
proposal for a multilateral treaty would be a blow to the League of Nations. This 
was not at all his intention. His suggestion was really in the nature of a declaration 
against war, which, though abstract, would have great moral value upon public 
opinion generally. Mr. Kellogg insisted that he must bar any mention of an 
*" aggressive war," as no satisfactory definition of an " aggressive nation " had yet 
been found. 

The above is a brief outline of the history of these negotiations. For 
convenience of reference the texts of the French and American notes appear as 
Appendix II. , . 

Turning to the text of the draft treaty, it will be seen that articles 1 and 2 only 
are of importance. 

AIITICLK 1. 

" The high contracting Powers solemnly declare, in the name of the French 
people and the people of the United States of America, that they condemn 
recourse to war and renounce it respectively as an instrument of their national 
policy towards each other." 
Everything seems to depend on the precise meaning to be read into the phrase 

" renunciation of war as an instrument of national policy." There ought in theory 
to be no difference between the sense in which the French Government use the term 

war of aggression " and the sense in which the United States Government use 
the term recourse to war . . .  . as an instrument of national policy." In practice, 
however, there is in the American mind a difference of interpretation, since the 
United States Government have categorically refused to accept the definition war 
of aggression." 

In attempting to narrow the scope of the treaty to ' ; wars of aggression," the 
French Government no doubt have in mind war in general after the elimination of 
the three exceptional cases specified in article 2 of the Treaty of Locarno. By that 
article Germany and France mutually undertook not to resort to war except— 

(a.) In exercise of the right to legitimate defence 
(b.) Acting in pursuance of article 1G of the Covenant. 
(c.) Acting in pursuance of a decision of the Assembly or Council of the League, 

or in pursuance of article 15, paragraph 7, of the Covenant, provided 
that, in this last event, the action is directed against the State which 
was the first to attack. 

The above exceptions appear to cover the eases in which a State has to go to 
war for reasons other than in pursuit of a deliberate policy of its own, i.e., they 
cover the eases in which hostilities would not constitute rendering war an 

instrument of the national policy." 
If this is, indeed, the French view, there is really not much difference between 

the two parties, but hitherto it has passed the wit of man to define " aggression." 



It would not be easy, even it' France and the United States agreed that the ideas 
underlying their respective proposals were the same, to find a formula reconciling 
France's need to cover her commitments under the Covenant with the American 
need to exclude any recognition of the League as the body with whom will rest the 
ultimate decision whether a war is or is not " aggressive." To judge from the 
American press comment, America has not the slightest intention of binding herself 
in advance to accept a League decision on such a point. 

ARTICLE 2. 
"The settlement or the solution of all disputes or conflicts, of whatever 

nature or of whatever origin they may be, which may arise between France and 
the United States of America, shall never be sought by either side except by 
pacific means." 
The settlement of a dispute is never to be sought except by pacific means. 

The draft Arbitration Treaty, to which I refer below, cites a number of cases 
which are to be excluded from the compulsory reference to arbitration. The question 
therefore arises: if such questions are not susceptible of settlement by arbitration 
and may yet not be subjected to the arbitrament of war, what machinery is to be 
set up for their elimination? It would be interesting to know the views of the 
authors of the proposed pact on this point. 

The French Government have now asked for an expression of our views on the 
text of this treaty and on the exchange of notes, while the American Government 
have also communicated the documents to the Foreign Office " for the consideration 
of His Majesty's Government." As the Franco-American negotiations show some 
signs of breaking down, it seems desirable that His Majesty's Government should 
avoid, if possible, committing themselves at the present stage to any-definite expres
sion of opinion. Moreover, it is not very clear what practical purpose the new treaty 
would serve, since no machinery is to be set up for dealing with questions which at 
present are held to be unsuitable for settlement by arbitration. The only arguments 
in its favour which occur to me are (1) that it may, as Mr. Kellogg suggested in a 
conversation with Sir Esme Howard, promote the formation of "world opinion for 
peace." and (2) that it may tend to draw the United States away from the policy of 
complete isolation, and may bring about a better understanding there of European 
problems, such as the reparations and debt questions. This I am bound to admit is 
at present a faint hope, but a consideration of the American proposal suggests an 
enquiry as to what course the United States Government would propose to take if, 
after they had insisted on making the treaty multilateral, one of the signatory 
Powers broke its obligations in respect of a third party. A rebuff to the 
United States Government at this stage may drive the Administration still further 
into the isolationist camp. On the other hand, there are dangers inherent in the very 
vagueness and uncertainty of the phrase "renunciation of war as an instrument of 
national policy." 

In regard therefore to this instrument, it will be well to refrain from any definite 
expression of opinion at any rate until the text of the forthcoming French note to 
the United States Government be known and considered. (Since the above was 
written the text of the French note has been published in the " Times," though it has 
not yet been communicated to this Office officially. It is stated to have been 
telegraphed to Washington on the 20th January and the relevant extract from the 
" Times " is printed in Appendix II.) 

(2.) American Draft of an Arbitration Treaty to replace the Anglo-American 
Arbitration Treaty of 1908. 

Mr. Houghton, in the course of an interview with me on the 5th July last, 
drew attention to the fact that the Anglo-American Arbitration Treaty would 
expire next June, and enquired informally what was likely to be the attitude of 
His Majesty's Government in the matter. Would they be prepared to renew this 
treaty? I replied that I could say confidently, even without consulting my 
colleagues, that we should be most willing to renew the treaty. In the ensuing 
conversation he made it clear that he merely wished to know, for the information of 
his Secretary of State, whether the treaty could be renewed in its present form. 
W e have therefore been proceeding on the assumption that the United States Govern
ment desired to renew the Rout-Bryce Treaty in its existing form, and His Majesty's 
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Government in Great Britain have been in touch with the various Dominion 
Governments with a view to its renewal. 

This was the position when, on the 29th December last, Mr. Kellogg addressed to 
Sir E. Howard a note, in which he transmitted, for the consideration of His 
Majesty's Government and as a basis for negotiation, the draft of a new Treaty of 
Arbitration to take the place of the treaty which expires next June (Appendix I I I ) . 
Mr. Kellogg stated that the language of his draft was mutatis mutandis identical 
with that of the draft treaty which he had transmitted on the previous day to the 
French Ambassador for the consideration of his Government. It may be observed 
that the French Treaty of Arbitration expires on the 27th February next, so that the' 
necessity for an early conclusion of the negotiations is more pressing in their case 
than in ours. 

The French Government have communicated to us a text (Appendix IV) showing 
the amendments to the American draft which they propose, and which are shown in 
italics in the appendix. These amendments are discussed below under the relevant 
articles of the treaty. 

In order to permit a convenient comparison between the new American text and 
the text of the Root-Bryce Treaty of 1908, the two texts have been placed side by 
side : — 
Draft Treaty of A rbitration submitted by 

the United States Government. 

Preamble. 

The President of the United States of 
America and His Majesty the King of 
Great Britain, Ireland and the British 
Dominions beyond the Seas, Emperor of 
India, determined to prevent so far as in 
their power lies any interruption in the 
peaceful relations that have happily 
existed between the two nations for more 
than a century, desirous of re-affirming 
their adherence to the policy of submit
ting to impartial decision all justiciable 
controversies that may arise between 
them, and eager by their example not only 
to demonstrate their condemnation of war 
as an instrument of national policy in 
their mutual relations, but also to hasten 
the time when the perfection of inter
national arrangements for the specific 
settlement of international disputes shall 
have eliminated for ever the possibility 
of war among any of the Powers of 
the world, have decided to conclude a 
new treaty of arbitration enlarging the 
scope and obligations of the arbitration 
convention signed at Washington on the 
4th April. 1908, which expires by limita
tion on the 4th June, 1928, and for that 
purpose they have appointed as their 
respective plenipotentiaries : 

The President of the United States of 
America : 

His Majesty the King of Great Britain, 
Ireland and the British Dominions 
beyond the Seas, Emperor of India : 

who, having communicated to one another 
their full powers found in good and due 
form, have agreed upon the following 
articles : 

Arbitration Convention of 1908 betireen 
the United Kingdom and the United 
States of America. 

His Majesty the King of the United 
Kingdom of Great Britain and Ireland 
and of the British Dominions beyond the 
Seas, Emperor of India, and the Presi
dent of the United States of America, 
desiring in pursuance of the principles 
set forth in articles 15-19 of the Conven
tion for the Pacific Settlement of Inter
national Disputes, signed at The Hague, 
the 29th July, 1899, to enter into negotia
tions for the conclusion of an arbitration 
convention, have named as their plenipo
tentiaries, to wit : 

His Majesty the King of the United 
Kingdom of Great Britain and Ireland 
and of the British Dominions beyond the 
Seas, Emperor of India : the Right 
Honourable James Bryce, O.M., and 

The President of the United States of 
America : Elihu Root, Secretary of State 
of the United States; 

Who, after having communicated to 
one another their full powers, found in 
good and due form, have agreed upon the 
following articles :— 



Preamble.—There is nothing in the preamble to which serious objection need 
be taken. It may perhaps appear a rather sweeping declaration that Great Britain 
and the United States should state that they are " desirious of reaffirming their 
adherence to the policy of submitting' to impartial decision all justiciable 
controversies." but there can be no great objection to such a statement appearing in a 
preamble. 

French Amendment to the Preamble. 
"Apart from purely verbal amendments, there is only one point to which attention 

need be drawn; at the end of the preamble the American draft speaks of "enlarging 
the scope and obligations of the Arbitration Convention signed at Washington on 
the 1th April, 1908." The French substitute a phrase, a literal translation of 
which is: "enlarging the scope (of the 1908 Arbitration Treaty) and developing, in 
conformity with modern international law, its obligatory principles." The French 
rendering is probably intended to direct attention to the tendencies towards 
compulsory arbitration inherent in modern international law. 

ARTICLE 1. 

Any disputes arising between the high 
contracting parties, of whatever nature 
they may be, shall, when ordinary diplo
matic proceedings have failed and the 
high contracting parties do not have 
recourse to adjudication by a competent 
tribunal, be submitted for investigation 
and report, as prescribed in the treaty 
signed at Washington, the loth Septcm
ber, 1914, to the Permanent International ,
Commission constituted pursuant thereto. 

Article 1.—There was no corresponding article in the Root-Bryee Treaty. The 
article does not appear to have any effect other than that of linking up the new 
draft treaty with the treaty concluded in 1914 for the establishment of a Peace 
Commission, commonly known as the Bryan Peace Treaty (see Appendix V). This 
treaty provides that all disputes between the contracting parties of any nature 
whatsoever (other than those, the settlement of which is already provided for in 
existing agreements) shall, when diplomatic methods of adjustment have failed, be 
referred for investigation and report to a permanent international commission. 
Hostilities are not to be commenced during such investigation. The commission is 
composed of five members, one member to be chosen from each country by the Govern
ment of that country; one member to be chosen by each Government from some 
third country; the fifth member to be chosen by common agreement between the two 
Governments. Since its signature in 1914 no dispute has been referred to this 
Peace Commission. 

Under the new American draft a reference to the Bryan Treaty is definitely 
to be regarded as the first step to be taken by the contracting parties whenever they 
have failed to reach agreement through the diplomatic channel or whenever there 
has been no prior agreement to refer the dispute to some other tribunal. 

ARTICLE 2.

All differences relating to international
matters in which the high contracting
parties are concerned by virtue of a claim
of right made by one against the other,
under treaty or otherwise, which it has
not been possible to adjust by diplomacy,
which have not been adjusted as a result
of reference to the above-mentioned Per
manent International Commission, ami
which are justiciable in their nature by
reason of being susceptible of decision by
the application of the principles of law or
equity, shall be submitted to the Perm a

 ARTICLE 1. 

 Differences which may arise of a legal 
 nature or relating to the interpretation of 
 treaties existing between the two contract
 ing parties and which it may not have 
 been possible to settle by diplomacy, shall 
 be referred to the Permanent Court of 
 Arbitration established at The Hague by 
 the convention of the 29th July, 1899, 
 provided, nevertheless, that they do not 
 affect the vital interests, the indepen
 deuce, or the honour of the two contract
 ing States, and do not concern the 
 interests of third parties. 



nent Court of Arbitration established at ARTICLE 2. 
The Hague by the convention of the 18th  i n h individual case the high cone a c  

October, 1907, or to some other competent tracting parties, before appealing to the 
tribunal, as shall be decided in each case Permanent Court of Arbitration, shall 
by special agreement, which special agree- conclude a special agreement denning 
ment shall provide for the organisation dearly the matter in dispute, the scope of 
of such tribunal, if necessary, define its h  powers of the arbitrators, and the t e

powers, state the question or questions at periods to be fixed for the formation of 
issue, and settle the terms of reference. h  arbitral tribunal and the several t e

stages of the procedure. 

Article 2, paragraph 1, of the new draft takes the place of article 1 and the first 
sentence of article 2 of the 1908 treaty. 

The drafting of this paragraph is defective by reason of the presence of a 
double attempt to define the word "justiciable."' If the dispute relates to a matter 
in which one party is concerned by virtue of a claim of right against the other, the 
dispute must necessarily be justiciable. Furthermore, if a justiciable case is in 
question, it is confusing to define it as "susceptible of decision by the application 
of a rule of . .  . . equity." "Equity" is an elusive term, and, in international 
relations it means something more than strict law. The word "equity" should 
preferably be omitted. 

Continuation of Article 2. Coiitmuation of Article 2. 

The special agreement in each case shall It is understood that such special agree
be made on the part of the United States ments on the part of the United States 
of America by the President of the United will be made by the President of the 
Statesof America, by and with the advice United States, by and with the advice and 
and consent of the Senate thereof, and on consent of the Senate thereof; His 
the part of the British Empire in accord- Majesty's Government reserving the right 
ance with the constitutional laws of the before concluding a special agreement in 
British Empire, His Majesty's Govern- any matter affecting the interests of a self
ment reserving the right before conclud- governing Dominion of the British 
ing a special agreement An any matter Empire to obtain the concurrence therein 
affecting the interests of a self-governing of the Government of that Dominion. 
Dominion of the British Empire to obtain Such agreements shall be binding only 
the concurrence therein of the Govern- when confirmed by the two Governments 
ment of that Dominion. by an exchange of notes. 

Article 2. paragraph 2.—This paragraph takes the place of the remainder 
of article 2 of the 1908 treaty. As in the case of the earlier treaty we 
are faced with the difficulty that tiie special agreement, the conclusion of which is a 
necessary preliminary to the reference of any dispute to arbitration, remains subject 
to ratification by the Senate. This body, therefore, has the power, by refusing to 
sanction the conclusion of the special agreement, to prevent arbitration upon a 
matter which admittedly falls within the terms of the draft treaty. In this respect 
the treaty (like its predecessors) is one-sided, because the Senate exercises 
constitutionally on the treaty-making powers of the Executive a restrictive influence, 
which, differing in degree from that exercised by the Legislature under British 
parliamentary institutions, is in practice used remorselessly and with little regard 
for the wishes of the Administration of the day. This is a difficulty inherent in 
any treaty with the United States. 

At first sight, the following formula, in which the new wording is in italics, 
would seem preferable to the present American draft of article 2, paragraph 2 :— 

" The special agreement in each case shall be made on the part of the United 
States of America by the President of the United States of America, by and 
with the advice and consent of the Senate thereof, and on the part of His 
Majesty's dominions by His Majesty the King in accordance with constitutional 
practice.'" 

The expression " His Majesty's dominions," used in this sense means the whole 
of the British Empire, and not the self-governing Dominions. 

The words "in accordance with constitutional practice " would, I am advised, 
cover the case where the Government of the day (either in Great Britain or the 
Dominions) considered the subject matter of any special agreement " to be of such 



vital importance that they desired to submit the instrument, before ratification, to 
the British Parliament or Parliaments concerned. In such a case Parliament would 
have the same opportunity as the American Senate to reject the agreement if it 
thought lit. The proposed wording should enable us effectively to meet a possible 
objection raised by the United States Government that other important treaties 
have not been submitted to Parliament with the answer that His Majesty's Govern
ment or Governments concerned must be the judges of what is or is not of sufficient 
importance to merit submission to Parliament, and that the advice they tender to 
the Crown is based upon such a consideration. 

The present position with regard to the renewal of the 1908 Arbitration Treaty 
with the United States is that, in order to conform with the decisions of the Imperial 
Conference of 1926, it will be necessary to redraft the treaty so that all the self
governing parts of the Empire can participate directly in and sign it. 

French Amendments to Article 2. 

The first sentence of article 2 of the new draft provides that " all differences 
. .  . in which the high contracting parties are concerned by virtue of a claim of 

right made by one against the other under treaty or otherwise, which it has not 
been possible to adjust by diplomacy, which have not been adjusted as the result 
of reference to the above-mentioned Permanent International Commission, &c." 
The French counter-draft proposes the omission of the words " which it has not 
been possible to adjust by diplomacy." The purpose of this French omission is not 
clear, since the French Government cannot mean to exclude the preliminary attempt 
to settle a dispute through the diplomatic channel. 

At the end of article 2, the French Government propose a new paragraph, as 
follows :— 

" In case it is not possible to conclude the special agreement provided for 
in the preceding paragraph, action will be taken in accordance *witli articles 53 
and 54 of The Hague Convention of the 18th October, 1907." 

This is probably an ingenious attempt by the French Government to overcome 
the difficulty raised by the constitutional right of the Senate to consent to (and 
therefore to reject) a special agreement defining the point to be arbitrated. This 
Hague Convention embodies machinery for enabling the Arbitration Tribunal to 
settle the terms of the special agreement or " compromis " as it is called, if the 
parties fail to reach an understanding. Under these articles, the "compromis" 
is to be settled by a commission of five members, two nominated by each of the 
parties, and the fifth, who should preside, chosen by agreement, or, failing agree
ment. by a third Power. Where the two parties are unable to agree on a third Power 
who is to choose the umpire, each of them chooses a foreign Power, and those two 
foreign Powers between them appoint the umpire. If even this machinery fails 
to result in the appointment of an umpire, he is to be appointed by lot. The result 
would be to take the matter out of the hands of the Senate if the Senate declines 
to approve the special agreement arranged between the executive departments of 
the two Governments. Judging by a statement made to Lord Crewe, M. Briand is 
hopeful that the Senate may be induced by this means to pass the treaty as a whole, 
and, in so doing, abrogate its claim to previous examination of any matter in dispute 
before consenting to the case going to arbitration. It seems most unlikely, however, 
that M. Briand's proposal can have any prospect of success, since Mr. Kellogg has 
informed Sir Esme Howard that it would be " impossible " for the United States 
Government to avoid submitting any such special agreement to the Senate before 
entering upon arbitration. Moreover, the Senate would undoubtedly reject any such 
proposal, even if it were to be made to it by the Administration. 

ARTICLE 3. 

The provisions of this treaty shall not 
be invoked in respect of any dispute the 
subject matter of which— 

(a.) Is within the domestic jurisdic
tion of either of the high contracting 
parties. 



s 

(b.) Involves the interests of third 
parties. 
(c.) Depends upon or involves the 

maintenance of the traditional 
attitude of the United States con
cerning American questions, commonly 
described as the Monroe doctrine. 

This article contains the revised formula for the reservations, to be substituted . 
for the old phrase about vital interests, honour, &c, in article 1 of the old treaty. 

Thefirst heading relates to questions within the domestic jurisdiction of either 
party. 

At the forthcoming meeting of the Security Commission at Geneva the general 
question of the reservations to be made in arbitration treaties will come up for 
discussion. If as a result of these discussions it is agreed that some reservation 
as to matters exclusively within the jurisdiction of one of the parties should be 
formulated, its text should be studied in detail by a competent committee of lawyers. 
"Domestic jurisdiction " is not altogether satisfactory as a phrase to express the 
underlying idea. By international law the principle is admitted that every 
sovereign State is supreme over certain questions; that is to say that, except in so 
far as it may voluntarily limit its freedom of action by treaty, it may act as it thinks 
best in these matters. Within thisfield no foreign State has a right to complain 
of any action which may affect one of its nationals. But the extent of this field 
is vague and indefinite, and I should feel less uneasiness about using the phrase as 
a reservation in an arbitration treaty if agreement were a little more general as to 
what it covered. 

It may be mentioned as an example that the United States Government have 
always held that matters relating to immigration are exclusively of American 
concern, and there can be no doubt that, under this reservation, they expect to remove 
from thefield of arbitration any dispute with Japan in regard to the immigration 
question—a matter which has in the past led to much ill-feeling between the two 
countries. 

The second reservation excludes disputes which involve the interests of third 
parties. It is at this point that some form of words might be added so as to exclude 
from arbitration any question affecting our belligerent rights at sea. Quite possibly 
one of the objects of the United States Government is to bring this question within 
the scope of the treaty; they would claim that the question is justiciable " because 
there is a body of international law which is supposed to govern the exercise of such 
rights, and they might further maintain that it cannot be held to be excluded under 
article 3, paragraph (b), because it is clearly not an " interest" of a third party to 
be blockaded. In the present political situation it would be advisable tofind some 
better means than an explicit reservation of such rights, because the latter course 
would immediately raise a storm in the United States and be used by the Big Navy
party as a useful weapon in their campaign for naval expansion. Perhaps the 
difficulty could be overcome by some elaboration of paragraph (&) which, while not 
specifically referring to the question of belligerent rights, would nevertheless be 
sufficiently comprehensive to prevent its compulsory reference to an arbitral tribunal. 
Whether, however, it is done implicitly or explicitly, I think there, can be no doubt 
that any dispute which might prevent the exercise of naval pressure b)' the British 
fleet in time of war must be. excluded from the operation of the new treaty. 

The third reservation is that of the Monroe doctrine. I confess I do not under
stand how this reservation is intended to work in practice. The Monroe doctrine is 
a policy of the United States relating to American countries other than the United 
States itself. It constitutes a notification to all the world that certain interferences 
on the part of European States with the republics of the Western Hemisphere, will 
be regarded by the United States as a casvs belli. If, therefore, a dispute between 
this country and the United States involves the application of the Monroe doctrine, 
it will be because, some action taken by this country towards a Latin-American 
republic will be regarded by the United States as such an interference with that 
republic as to necessitate objection, and, in the last resort, belligerent action by the 
United States. The United States would not base such intervention on a claim of 
"right" ; it is merely a policy; consequently the intervention would not constitute 
a justiciable dispute within the meaning of the treaty, i.e., would not constitute a 
dispute in which the parties to the treaty would be in conflict as to their respective 



rights. The United States have no "right" in the technical sense of that term to 
intervene; such a right must be. based on law or treaty. 

If a claim by the United States to intervene is to be elevated into a right, the 
Monroe doctrine must itself be elevated into something of the nature of a law or a 
treaty- For that purpose it must be defined. Hitherto it has been of the essence of 
the Monroe doctrine, that, being an American policy, it was for the United States to 
interpret the doctrine and apply it as they pleased. In fact, the Monroe doctrine has 
grown with the growing strength of the United States and is to-day in the American 
popular mind a different thing from the doctrine originally proclaimed a century ago. 

It seems, on the whole, probable that the United States Government, were they 
asked to define what is the precise intention of paragraph (c) of article 3, would 
reply, if they were frank, that what they desire to avoid is to arbitrate any dispute 
which might ultimately call into question the validity of the. Monroe doctrine, as 
expounded by President Monroe, and as further interpreted since that time by 
various American statesmen. I attach in Appendix VI an extract from President 
Monroe's Message of December 1823, together with quotations from authoritative 
American pronouncements in regard to the doctrine. 

There are objections to inviting the United States Government to define more 
precisely the intention of this reservation, chief amongst which is the possibility that 
it might lead to a dispute between the two countries if some new and wider claim 
were now to be put forward in response to our invitation. If enquiry is held to be 
necessary on this point, it could best be made by inviting confirmation by the United 
States Government, for the sake of clarity and to avoid future misunderstanding, 
that the doctrine is correctly defined by the various declarations quoted in 
Appendix V. 

French Amendment to Article 3. 

The French suggest the addition of a fourth reservation at the end of article 3, 
which provides that the treaty shall not be invoked in respect of any dispute the 
subject-matter of which "depends upon or involves the observance by France of her 
engagements under the Covenant of the League of Nations." 

At first sight France's engagements under the Covenant of the League of Nations 
would appear to be covered by the reservation in paragraph (b), which excludes 
questions involving the interests of third parties. But the French have evidently 
wished to make assurance doubly sure on this point, and it will probably be wise that 
a similar reservation should be added to the Anglo-American draft. 

ARTICLE 4. 

The present treaty shall be ratified by 
the President of the United States of 
America by and with the advice and con
sent of the Senate thereof and by His 
Majesty the King of Great Britain, Ire
land and the British Dominions beyond 
the Seas, Emperor of India, in accord
ance with the constitutional laws of the 
British Empire. The ratifications shall 
be exchanged at Washington as soon as 
possible, and the treaty shall take effect on 
the date of the exchange of the ratifica
tions. It shall thereafter remain in force 
continuously unless and until terminated 
by one year's written notice given by 
either high contracting party to the other. 

In faith whereof the respective pleni
potentiaries have signed this treaty in 
duplicate and hereunto affix their seals. 

Done at Washington the day of 
, in the year of our Lord one 

thousand nine hundred and twenty-

ARTICLE 3. 

The present convention shall be ratified 
by His Britannic Majesty, and by the 
President of the United States of 
America by and with the advice and con
sent of the Senate thereof. The ratifica
tions shall be exchanged at Washington 
as soon as possible, and the convention 
shall take effect on the date of the 
exchange of its ratifications. 

ARTICLE 4. 

The present convention is concluded for 
a period offive years, dating from the day 
of the exchange of its ratifications. 

Done in duplicate at the City of Wash
ington, this fourth day of April, in the 
year 1908. 

(Signed) JAMES BRYCE. 
(Signed) EL IUUHOOT . 



A rticle 4 of the new draft corresponds to articles 3 and 4 of the Root̂ -Bryce 
Treaty. The new draft provides that the treaty shall remain in force continuously 
unless and until terminated by one year's written notice, given by either high 
contracting party to the other. The old treaty was concluded for a period of five 
years only, but has hitherto been renewed without modification at the end of each, 
five-yearly period. 

From the British point of view the worst feature of the Draft Arbitration 
Treaty is that we mightfind ourselves obliged to submit to arbitration, under its' 
present terms, a question involving the future exercise of our belligerent rights at 
sea; subject to an amendment being introduced which would exclude this possibility, 
and subject to the other amendments discussed above, which are mainly designed to 
prevent possible divergencies of interpretation, the draft treaty does not appear to 
be open to serious objection. It is, however, impossible to say with certainty that, 
even if its terms are amended so as to exclude disputes affecting the exercise of 
belligerent rights, some question of vital importance to this country may not arise 
which we should be reluctantly compelled to arbitrate. If we are to have complete 
certainty on this point, it would be necessary once again to make some reservation 
designed to cover questions involving our vital interests. An explicit reservation 
of vital interests would, however, defeat one of the main purposes of the new draft 
(which has even been emphasised by the French), that is, the elimination of the clause 
relating to the vital interests, the independence or the honour of the contracting 
parties. W e should, moreover, by reverting simply to the old text, lay ourselves 
open to the criticism that we had made no advance during the last twenty years. 

It is in any case premature to express a definite opinion on the draft treaty 
until we are in possession of the report of the Geneva Security Commission, which 
is conducting an enquiry into the reservations appropriate to treaties of arbitration. 
This report may be expected in the course of March. Furthermore, it would be well 
to await the report of the Cabinet Committee now sitting on the question of our 
belligerent rights at sea before committing ourselves to a definite opinion as to the 
manner in which those rights should be reserved in the new draft treaty. 

The Dominion Governments have been kept fully informed by telegram of the 
progress of the Franco-American negotiations, and copies of the two draft treaties 
were promptly communicated to the Dominions Office. Pending the receipt of the 
reports to which I have referred, it would be well that the Dominion Governments 
should be informed as soon as possible of the preliminary opinion reached by His 
Majesty's Government in Great Britain in regard to the two draft treaties and 
invited to give us the benefit of their observations on these instruments. 

A. C. 

Foreign Office, January 24, 1928. 
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APPENDIX I. 

Draft of Pact of Perpetual Friendship between France and the United States, 
communicated to the United States Government by the French Government in 
June 1926. 

THE President of the French Republic and the President of the United States of 
America ; 

Equally desirous of allirming the solidarity of the French People and the People 
of the United States of America in their wish for peace and in their renunciation of a 
recourse to arms as an instrument of their policy towards each other; 

And having come to an agreement to consecrate in a solemn Act these sentiments, 
as much in accord with the progress of modern democracies as with the mutual 
friendship and esteem of two nations that no war has ever divided, and which the 
defence of liberty and justice has always drawn closer; 

Have to this end designated for their plenipotentiaries, to wit— 
The President of the French Republic : 

The President of the United States of America : 

Who, after having exchanged their powers, recognised in good and due form, have 
agreed upon the following provisions :— 

ARTICLE 1. 

The High Contracting Powers solemnly declare, in the name of the French people 
and the people of the United States of America, that they condemn recourse to war and 
renounce it respectively as an instrument of their national policy towards each other. 

ARTICLE 2. 

The settlement or the solution of all disputes or conflicts, of whatever nature or of 
whatever origin they may be, which may arise between France and the United States 
of America, shall never be sought by either side except by pacific means. 

ARTICLE ;i 
The present Act shall be ratified, the ratifications thereof shall be exchanged 

at as soon as possible, and from that time it shall have full force 
and value. 

In witness whereof the above-named Plenipotentiaries have signed the present Act 
and have thereunto set their seal. 

Done at Paris in two copies (each drawn up both in French and English and 
having equal force) the , 1927. 



Correspondence between the French and United States Governments relative to the 
negotiation of a Pact of Perpetual Friendship. 

Department of State, Washington, 
Excellency, December 2S, 1927. 

I HAVE the honour to refer to the form of treaty entitled " Draft of Pact of 
Perpetual Friendship between France and the United States " which his Excellency, 
the Minister for Foreigu Alfairs, was good enough to transmit to me informally last 
June through the instrumentality of the American Ambassador at Paris. 

This draft treaty proposes that the two Powers should solemnly declare in the 
name of their respective peoples that they condemn recourse to war, renounce it as an 
instrument of their national policy towards each other, and agree that a settlement of 
disputes arising between them, of whatsoever nature or origin they may be, shall 
never be sought by either party except through pacific menus. I have given the most 
careful consideration to this proposal and take this occasion warmly to reciprocate on 
behalf of the American people the lofty sentiments of friendship which inspired the 
French people through his Excellency, M. Briand, to suggest the proposed treaty. 

The Government of the United States welcomes every opportunity for joining 
with the other Governments of the world in condemning war and pledging anew its 
faith in arbitration. It is firmly of the opinion that every international endorsement 
of arbitration and every treaty repudiating the idea of a resort to arms for the 
settlement of justiciable disputes materially advances the cause of world peace. My 
views on this subject find a concrete expression in the form of the arbitration treaty 
which I have proposed in my note to you of the 26th December, 1927, to take the 
place of the Arbitration Convention of 190S. The proposed treaty extends the scope 
of that convention and records the unmistakable determination of the two Governments 
to prevent any breach in the friendly relations which have subsisted between them for 
so long a period. 

In view of the traditional friendship between France and the United States—a 
friendship which happily is not dependent upon the existence of any formal engagement 
and in view of the common desire of the two nations never to resort to arms in the 
settlement of such controversies as may possibly arise between them, which is recorded 
in the draft arbitration treaty just referred to—it has occurred to me that the two 
Governments, instead of contenting themselves with a bilateral declaration of the 
nature suggested by M. Briand, might make a more signal contribution to world peace 
by joining in an effort to obtain the adherence of all the principal Powers of the world 
to a declaration renouncing war as an instrument of national policy. Such a declaration, 
if executed by the principal world Powers, could not but be an impressive example to 
all the other nations of the world and might conceivably lead such nations to subscribe 
in their turn to the same instrument, thus perfecting among all the Powers of the 
world an arrangement heretofore suggested only as between France and the United 
States. 

The Government of the United States is prepared therefore to concert with the 
Government of France with a view to the conclusion of a treaty among the principal 
Powers of the world, open to signature by all nations, condemning war and renouncing 
it as an instrument of national policy in favour of the pacific settlement of international 
disputes, if the Government of France is willing to join with the Government of the 
United States in this endeavour, and to enter with the United States and the other 
principal Powers of the world into an appropriate multilateral treaty, I shall be happy 
to engage at once in conversations looking to the preparation of a draft treaty 
following the lines suggested by M. Briand for submission by France and the United 
States jointly to the other nations of the world. 

Accept, &c. 
FRANK B. KELLOGG. 

Reponse a la Lett-re du Secretaire a"Mat das Ftats-Unis du 28 Decembre 1927. 

Par sa lettre du 28 decembre dernier, votre Excellence a bien voulu me faire 
connaitre le sentiment du Gouvernemeut des Etats-Unis sur le projet d'acte propose 
par le Gouvernement de la Republique an mois tie juin 1U27 en vue de condanmer la 



guerre ct de renoncer a la guerre comme instrument de la politique nationale 
reeiproque de la France et des Etats-Unis. 

Selon votre Excellence, les deux Gouvernemcnts, au lieu de se borner a uu acte 
bilateral, contribueraient davantage a la paix du monde en joignaut leur8 efforts pour 
obtenir 1'adhesion de toutes les principales Puissances du monde a une declaration de 
renonciation a la guerre conime instrument de leur politique nationale. Une telle 
declaration, si elle etait souscrite par les principales Puissances, ne saurait qu'etre ua 
exeinple solennel pour toutos les nations du monde el pourrait sans dome amener 
celles-ci a souscrire a leur tour a ce mcmc acte, achevant ainsi entre toutes les 
Puissances du monde un arraugement jusqu'ici suggere seulemcnt entre la France et 
les Etats-Unis. 

En consequence, le Gouvernement des Etats-Unis serait dispose a se concerter 
avec le Uouverneincnt de la Republique en vue de conclure entre les principales 
Puissances du monde un traite qui, ouvert a la signature de toutes les nations, 
condainaerait la guerre, contiendrait la declaration d'y renoncer coinme instrument 
de la politique nationale et y substituerait le reglcment j)acifique des contestations 
entre les nations. 

Votre Excellence ajoutait quo si le Goiivcrnemeut de la Republique acceptait de 
se joindre a cet egard au Gouvernement des Etats-Unis et de participer avec. les 
Etats-Unis et les autres principales Puissances du monde a tin acte multilateral 
approprie, votre Excellence serait. heureuse cPengager immediatement les conversations 
en vue de la preparation d'un projet inspire des suggestions de M. Briand et destine 
a etre propose conjointement par la France et les Etats-Uuis aux autres nations du 
moiuie. 

Le Gouvernement de la Republique a hautement apprecie l'accueil favorable que 
le Gouverneinent des Etats-Unis a bien voulu faire h la proposition de M. Briand. II 
estime que la procedure suggeree par votre Excellence et suivie dans des termes 
correspondant a Popiuion publique et. au sentiment populaire des diverses nations 
apparait bieu comme de nature a satisfaire aux vues du Gouvernement francais. II y
aurait a vantage a en consacrer des a present le caractere par la signature de la 
France et des Etats-Unis. 

Je suis autorise a vous faire conuaitre quo le Gouvernement tie la Republique est 
dispose a se joiudre au Gouvernement des Etats-Unis pour proposer a 1'agrement de 
toutes les nations uu acte ainsi des a present signe par la France et les Etats-UniB, 
et aux termes duquel les hautes parties contractantes s'interdiraient toute guerre 
degression et declareraient que, pour le regleinent des conflits de quelque nature 
qu'ils soient qui viendraient a s'elever entre elles, elles emploieront tous les inoyens 
pacifiques. Les hautes parties contractantes s'engageraient a porter cet acte a la 
counaissauce de tons les Etats eta les inviter a y acceder. 

Le Gouvernement de la Republique est convaincu que ces maximes ainsi 
proclamees ne sauraient etre accueillies qu'avec gratitude par le moude entier, et il uu 
douta pas que les efforts des deux Gouvernements pour en assurer Patloption universelle 
ne soient couronnes d'uu plein succes. 

(Washington, 5 Janvier 1928.) 

Excellency, Washington, January 11, 1928. 
IN the reply which your Government was good enough to make to my note 

of the 28th December, 1927, his Excellency the Minister for Foreign Affairs, 
summarised briefly the proposal presented by the Government of the United States 
and stated that it appeared to be of such a nature as to satisfy the views of the 
French Government. In the circumstances he added that the Government of the 
Republic was disposed to join with the Government of the United States in proposing 
for acceptance by all nations a treaty to be signed at the present time by France 
and the United States under the terms of which the high contracting parties should 
renounce all wars of aggression and should declare that they would employ all 
peaceful means for the settlement of any differences that might arise between them. 
The Government of the United States is deeply gratified that the Government of 
France has seen its way clear to accept, in principle, its proposal that, instead of the 
bilateral pact originally suggested by M. Briand, there be negotiated among the 
principal Powers of the world an equivalent multilateral treaty open to signature 
by all nations. There can be no doubt that such a multilateral treaty would be a far 
more effective instrument for the promotion of pacific relations than a mere agreement 



between France and the United States alone, and, if the present efforts of the two 
Governments achieve ultimate success, they will have made a memorable contribution 
to the cause of world peace. 

While the Government of France and the Government of the United States 
are now closely in accord so far as the multilateral treaty is concerned, the language 
of M. Briand's note of the 5th January, 1928, is in two respects open to an interpre
tation not in harmony with the idea which the Government of the United States 
had in mind when it submitted to you the proposition outlined in my note of the 
28th December, 1927. In the first place, it appears to be the thought of your 
Government that the proposed multilateral treaty be signed in the first instance by 
France and the United States alone, and then submitted to the other Powers for 
their acceptance. In the opinion of the Government of the United States this pro
cedure is open to the objection that a treaty, even though acceptable to France and 
the United States, might for some reason be unacceptable to one of the other great 
Powers. In such event the treaty could not come into force, and the present efforts 
of France and the United States would be rendered abortive. This unhappy result 
would not necessarily follow a disagreement as to terminology arising prior to the 
definitive approval by any Government of a proposed form of treaty, since it is 
by no means unreasonable to suppose that the views of the Governments concerned 
could be accommodated through informal preliminary discussions and a text devised 
which would be acceptable to them all. Both France and the United States are too 
deeply interested in the success of their endeavours for the advancement of peace 
to be willing to jeopardize the ultimate accomplishment of their purpose by 
incurring unnecessary risK of disagreement with the other Powers concerned, and 
I have no doubt that your Government will be entirely agreeable to joining with 
the Government of the United States and the Governments of the other Powers 
concerned for the purpose of reaching a preliminary arrangement as to the language 
to be used in the proposed treaty, thus obviating all danger of confronting the other 
Powers with a definitive treaty unacceptable to them. As indicated below, the 
Government of the United States would be pleased if the Government of France 
would agree that the draft treaty submitted by M. Briand last June should be made 
the basis of such preliminary discussions. 

In the second place—and this point is closely related to what goes before— 
M. Briand s reply of the 5th January, 1928, in expressing the willingness of the 
Government of France to join with the Government of the. United States m proposing 
a multilateral treaty for the renunciation of war. apparently contemplates that the 
scope of such treaty should be limited to wars of aggression. The. form of treaty 
which your Government submitted to me last June, which was the subject of my note 
of the 2Sth December, 1927, contained no such qualifications. On the contrary, it 
provided unequivocally for the renunciation by the high contracting Powers of all 
war as an instrument of national policy in the following terms:— 

" ARTICLE 1. 

" The high contracting Powers solemnly declare, in the name of the French 
people and the people of the United States of America, that they condemn 
recourse to war and renounce it respectively as an instrument of their national 
policy towards each other. 

" ARTICLE 2. 

" The settlement or the solution of all disputes or conflicts, of whatever 
nature or of whatever origin they may be, which may arise between France, and 
the United States of America, shall never be sought by either side except by 
pacific means." 

I am not informed of the reasons which have led your Government to suggest 
this modification of its original proposal, but I earnestly hope that it is of no 
particular significance and that it is not to be taken as an indication that the Govern
ment of France will find itself unable to join with the Government of the United 
States in proposing, as suggested above, that the original formula submitted by 
M. Briand, which envisaged the unqualified renunciation of all war as an instrument 
of national policy, be made the subject of preliminary discussions with the other 
Great Powers for the purpose of reaching a tentative agreement as to the language 
to be used in the proposed treaty. 



If your Government is agreeable to the plan outlined above and is willing that 
the further discussions of the terms of the proposed multilateral treaty be based upon 
the original proposal submitted by M. Briand last June, I have the honour to suggest 
that the Government of France join with the Government of the United States in a 
communication to the British, German, Italian and Japanese Governments, 
transmitting the text of M. Briahd's original proposal and copies of the subsequent 
correspondence between the Governments of France and the United States for their 
consideration and comment, it being understood, of course, that these preliminary 
discussions would in no way commit any of the participating Governments pending 
the conclusion of a definitive treaty. 

Accept. &c. 
FRANK B. KELLOGG. 

Extract from the " Times " oj January 23. 1928. 

T H E PEACE PACT PROPOSAL. 

Text of M. Briand's Note to the United States. 

(From our own correspondent.) 

Paris, January 22. 1928. 
Your Excellency was good enough to transmit to me in your letter of the 

11th instant the observations which were suggested to you by my letter of the 
5th January, in reply to your communication of the 28th December, 1927. My 
Government has asked me to express to you its satisfaction at seeing the progress 
which has been made, thanks to your Excellency, towards an understanding between 
the two Governments concerning the method to be followed in order to establish a 
project on the general principles of which they seem to be agreed. 

The original French project of June 1927, which envisaged an agreement 
confined to France and the United States, seemed, in the opinion of the French 
Government, desirable and attainable in view of the historic relations between the 
two republics. The United States Government accepted the declaration proposed 
by the French Government only as a preamble to the Franco-American Treaty of 
Arbitration which is about to be renewed, and considered, for reasons to which it is 
entitled, and which the French Government is anxious to take into consideration, 
that it would be useful to extend the scope of this manifestation against war, to 
make it the subject of a separate note, and to invite the other Powers to take part 
in it. 

The Government of the Republic was not unwilling to see its original plan 
extended in this way, but it did not conceal from itself, and thought it its duty to 
point out, that the new negotiations which were proposed would be more complex 
and liable to encounter various difficulties. The question whether a treaty intended 
to be multilateral would gain more by being signed in the first place bv France and 
the United States or by being prepared beforehand among some of the principal 
Powers and subsequently offered for signature to all the Powers, is essentially a 
question of procedure. The Government of the Republic formulated its suggestion 
only in the desire to obtain more quickly and more surely the result which it seeks in 
common with the United States. It is, however, ready to support the method that 
seems to it the most practical. 

League Members and Peace. 
But there is a situation in being to which my Government has asked me 

particularly to draw attention. It cannot have escaped the United States Govern
ment that the great majority of the Powers of the world, and among them most of 
the principal Powers, are making the organisation and consolidation of peace an 
object of common efforts which they pursue within the framework of the League of 
Nations. They are already bound to one another by a pact which imposes mutual 
obligations upon them and by agreements, such as those concluded at Locarno in 
1925, or by international conventions which deal with guarantees of neutrality. 
All these engagements impose duties which they cannot deny. 



Tn particular, your Excellency is not unaware that all the States which were 
members of the League of Nations and were represented at Geneva in September 
last adopted, in a resolution directed towards the condemnation of wars, certain 
principles which were determined by regard for the rights and duties of each. In 
this resolution the Powers were led to specify that the action to be condemned as an 
international crime is a war of aggression, and that all peaceful means should be 
employed for the settlement of differences of any nature which may arise between 
States. This is a position of affairs which the United States, though they remain 
outside it. cannot refuse to take into consideration in the same way as all the States 
which may be called to take part in the negotiations. The fact of such consideration 
would not bind the United States in any way to the Covenant of the League of 
Nations. 

The French proposal of last June for the conclusion of a bilateral pact was 
drawn up with due regard to the general relations of France and the United States: 
The Government of the Republic is still ready to negotiate with the Government 
of the United States in the same conditions and on the same basis. It has never 
changed its attitude in this respect, but in the face of the United States proposal to 
conclude a multilateral pact the French Government had to take into consideration 
the relations of the various Powers which would lie invited to take part in such a 
pact. It did this with the object of assuring the success of the treaty which the 
United States proposes. Tts suggestions of the 5th January as to the terms of the 
multilateral treaty arc inspired only by the formula which has already obtained 
the unanimous support of all the Powers members of the League of Nations and 
which they can accordingly accept as regards the United States, since they have 
already accepted them among themselves. 

This is the explanation of our proposal of the 5th January. 
The Government of the Republic has always, and in all circumstances, declared 

itself, very clearly and without reserve, ready to associate itself with any declaration 
having for its object the denunciation of war as a crime and the institution of inter
national sanctions calculated to prevent and repress it. Its feeling in this connexion 
has not changed. Its position remains the same. Your Excellency can, therefore, 
be assured of the sincere desire of the French Government to respond to the idea of 
the United States Government and to support its efforts to any extent compatible 
with the existing situation created by its international obligations. The formula of 
the 5th January, which seems clearly the best calculated to assure the prompt 
realisation of the American project, was inspired by this consideration. The 
Government of the Republic can only hope, therefore, to see the United States 
Government agree to it. 

With due regard to these observations, the Government of the Republic would 
very willingly receive any suggestion which the United States Government might 
put forward and which would make it possible to reconcile the absolute condemna
tion of war with the engagements and obligations contracted by the various nations 
and their legitimate care of their individual security. 

APPENDIX III. 

Mr. Kellogg to Sir E. Howard. 
Excellency, December 29, 1927. 

I HAVE the honour to refer to our conversation of this morning and to transmit 
herewith, for the consideration of your Government and as a basis for negotiation, 
a draft of a proposed Treaty of Arbitration. The provisions of this draft operate 
to extend the policy of arbitration enunciated in the convention signed at 
Washington, the 4th April, 1908 (which expires by limitation on the 4th June, 1928), 
and explicitly record the desire of the two Governments to condemn war as an 
instrument or national policy in their mutual relations. The language of the draft 
is mutatis mutandis identical with that of the draft treaty which I yesterday trans
mitted to the French Ambassador for the consideration of his Government, except 
for the reservation at the end of article 11 covering epiestions involving the interests 
of a self-governing Dominion of the British Empire. This clause was taken from 
article 1 of the Knox Treaty, concluded in 1911, but never coming into force. 

I feel that by adopting a treaty such as that suggested herein, we shall not only 
promote the friendly relations between the peoples of our two countries, but also



advance materially the cause of arbitration and the pacific settlement of inter
national disputes. If your Government concurs in my views and is prepared to 
negotiate a treaty along the lines of that transmitted herewith, I shall be glad to 
enter at once upon such discussions as maybe necessary. 

Accept, &c. 
FRANK B. KELLOGG. 

Enclosure. 

Draft Treaty of Arbitration. 

THE President of the United States of America and His Majesty the King 
of Great Britain. Ireland and the British Dominions beyond the Seas, Emperor of 
India, determined to prevent so far as in their power lies any interruption in the 
peaceful relations that have happily existed between the two nations for more than a 
century, desirous of reaffirming their adherence to the policy of submitting to 
impartial decision all justiciable controversies that may arise between them, and 
eager by their example not only to demonstrate their condemnation of war as an 
instrument of national policy in their mutual relations, but also to hasten the time 
when the perfection of international arrangements for the pacific settlement of 
international disputes shall have eliminated forever the possibility of war among any 
of the Powers of the world, have decided to conclude a new Treaty of Arbitration 
enlarging the scope and obligations of the Arbitration Convention, signed at 
Washington on the 4th April. 1908. which expires by limitation on the 4th June. 1928, 
and for that purpose they have appointed as their respective plenipotentiaries: 

The President of the United States of America. 

His Majesty the King of Great Britain. Ireland and the British Dominions 
beyond the Seas. Emperor of India. 

who. having communicated to one another their full powers, found in good and due 
form, have agreed upon the following articles :— 

ARTICLE 1. 

Any disputes arising between the high contracting parties of whatever nature 
they may be. shall, when ordinary diplomatic proceedings have failed and the high 
contracting parties do not have recourse to adjudication by a competent tribunal, be 
submitted for investigation and report, as prescribed in the treaty signed at 
Washington, the 15th September. 1914. to the Permanent International Commission 
constituted pursuant thereto. 

ARTICLE 2. 

All differences relating to international matters in which the high contracting 
parties are concerned by virtue of a claim of right made by one against the other 
under treaty or otherwise, which it has not been possible to adjust by diplomacy, 
which have not been adjusted as a result of reference to the above-mentioned 
Permanent International Commission, and which are justiciable in their nature by 
reason of being susceptible of decision by the application of the principles of law or 
equity, shall be submitted to the Permanent Court of Arbitration established at 
The Hague by the convention of the 18th October, 1907, or to some other competent 
tribunal, as shall be decided in each case by special agreement, which special agree
ment shall provide for the organisation of such tribunal if necessary, define its 
powers, state the question or questions at issue, and settle the terms of reference. 

The special agreement in each case shall be made on the part of the United 
States of America by the President of the United States of America by and with 
the advice and consent of the Senate thereof, and on the part of the British Empire 
in accordance with the constitutional laws of the British Empire, His Majesty's 
Government reserving the right before concluding a special agreement in any matter 
affecting tho interests of a self-governing Dominion of the British Empire to obtain 
the concurrence therein of the Government of that Dominion. 



ARTICLE 3. 

The provisions of this treaty shall not be invoked in respect of any dispute the 
subject matter of which— 

(a.) Is within the domestic jurisdiction of either of the high contracting parties. 
(b.) Involves the interests of third parties. 
(c.) Depends upon or involves the maintenance of the traditional attitude of the 

United States concerning American questions, commonly described as the 
Monroe doctrine. 

ARTICLE 4. 

The present treaty shall be ratified by the President of the United States of 
America by and with the advice and consent of the Senate thereof and by His Majesty 
the King of Great Britain, Ireland and the British Dominions beyond the Seas, 
Emperor of India, in accordance with the constitutional laws of the British Empire. 
The ratifications shall be exchanged at Washington as soon as possible, and the 
treaty shall take effect on the date of the exchange of the ratifications. It shall 
thereafter remain in force continuously unless and until terminated by one year's 
written notice given by either high contracting party to the other. 

In faith thereof the respective plenipotentiaries have signed this treaty in 
duplicate and hereunto affix their seals. 

Done at Washington, the day of in the year of our Lord 
one thousand nine hundred and twenty 

APPENDIX IV. 

French Counter-Draft of Arbitration Treaty. 

[Note.—French amendments to American draft shown in italics.] 

LE President de la Republique francaise et le President des Ktats-Unis 
d'Amerique, 

Resolus de prevenir autant qu'il est en leur pouvoir toute interruption dans les 
relations paciliques qui out heureusement existe entre les deux nations depuis plus 
d'im siecle ; 

Desireux d'affirmer de nouveau leur adhesion a la politique consistant a soumettre 
a one decision impartiale toutes contestations susceptibles de decision judiciaire qui 
viendraient a s'elever entre eux ; 

Soucieux, par leur exemple, non seulement de manifester que, dans leurs relations 
reeiproques, ils condamuent la guerre com me instrument de leur politique nationale, 
mais encore dc hater le moment ou la conclusion d'accords internationaux pour le 
reglement pacifique des con flits entre les Ktats aura ecarte pour tou jours les possibilites 
de guerre entre les nations du mondc ; 

Considerant le traite signe a Washington le 1 5 septembre 1914 pour faciliter le 
reglement des litiges entre la France ct les Etats-Unis d!Amerique ; 

Considerant quo la Convention d'Arbitrage conclue a Washington le 10 levrier 
1908 viont a expiration le 27 levrier 192S, et qu'il y a lieu d y substituer des disposi
tions qui en etendent la portee et en deceloppent, confonnement au droit des gens 
modertie, les principes obligatoires, 

Out decide de cbncmre an traite a cesfins et out designe pour leurs plenipotentiaires, 
savoir : 

Le President de la Republiqiie francaise: 

Le President des Etats-Unis d'Ameriquo : 



Lesqaels, apres avoir echange leurs pleins pouvoirs, recoanus on bonne et due 
forme, sont eonvenus des dispositions suivantes: 

ARTICLE 1". 

Tons differends qui viendraient a selever entre Ie Gouverncmont de la Republique 
francaise et le Gouvernemenf, des Etats-Unis, de quelque nature qu'ils soient, serout, 
lorsque les procedes diploinatiqucs ordinaires auront echoue et que les hautes parties 
contraetantes n'ont pas recours a la decision d'un tribunal competent, soumis pour 
euquete et rapport, ainsi qu'il est prevu dans le traite signe a Washington le 
15 8eptembre 1914, a la Commission permanente internationale instituec par cet 
aete. 

ARTICLE 2. 

Tous differends concernant des affaires Internationales dans lesquelles les hautes 
parties contractantes se trouveut enyagees par suite de la prelention d'uu droit 
allegue par 1'une a 1'encontre de 1'autre en vertu d'un traite ou autrement, qui nauront 
pas cte regies par application du recours a la Commissiou i)erinanente internationale 
visee dans 1'article 1" et qui, a raison de leur nature susceptible d'une decision 
appliquant les priucipes du droit et de 1'equite, peuvent etre juges, serout soumis a la 
Cour permauente dArbitrage etablie a La Have par la convention du IS octobre 19U7 
ou a un aiitre tribunal competent scion ce qui sera decide dans chaque eas par accord 
special ; cet accord special pourvoira a 1'organisation dud it tribunal, s'il est necessaire, 
definira ses pouvoirs, exposera la ou les questions en litige et determinera la question a 
resoudre. 

L'accord special dans chaque oas sera conclu en ee qui concerne le Gouverneinent 
des l5tats-Uuis d'Ameriquo par lc President des Etats-Uuis d'Amerique sur et avec 
1'avis et le eonsentement du Seuat des Etats-Unis et en ce qui concerne la France en 
conformite des lois eonstitutionnelles de la France. 

Au cas oil Ventente ne pourrad se fain; sur Vaccord special prevu anx alincas 
precedents, il sera proeede conformemcnt aux articles 53 et 54 de la Convention de 
La Ilaye da IS octobre 1907. 

ARTICLE 3. 

Les dispositions du present traite ne pourront pas etre invoquees en ce qui 
conceriie les differends dont 1'objet : 

(a.) lieleve de la juridiction uationale de Tune ou de 1'autre des hautes parties 
contractantes ; 

(b.) Touche aux interets des tierces Puissances; 
(c.j Depend du maintieu ou touche au maintien de 1'attitude traditionnelle ties 

l̂ tats-Unis dans les affaires amerieaiues, commuueinent counue sous le noin 
de doctrine de ̂ lonroii; 

(d.) Depend de 1'observatton ou touche d 1'observation des engagements de la 
France en conformite du Paete dc la Societe des Nations. 

ARTICLE 4. 

Le present traite sera ratine par le President des Etats-Unis dAmerique snr et 
avec 1'avis et le consentenient du Senat des Ftats-Unis et par le President de la 
Uepublique francaise en conformite des lois coustitutionnelles de la Republique. 

Les ratifications seront echangees a Washington aussitot que faire se pourra et le 
traite prendra eifet a la date de 1'echange des ratifications. II restera ensuite en 
vigueur sans liinite de duree ; touteibis, il pourra etre deiionce par rune ou 1'autre des 
luuites parties contractantes, et dans ce cas il cessera ses elfets a 1'expiration du delai 
d'un an a (later de la denoncialion. 

En foi de quoi les plenipotentiaires respectifs ont signe le present traite, dresse 
en deux exemplaires, Fun et 1'autre en francais et en anglais, les deux textes faisant 
egalement foi, et y ont appose leur cachet. 

Fait a , le 



Treaty between the United Kingdom and the United States of America with regard 
to the Establishment of a Peace Commission.—(Signed at Washington, 
September 15, 1914.) 

[Ratifications exchanged at Washington, November 10, 1914.] 

HIS Majesty the King of the United Kingdom of Great Britain and Ireland, 
and of the British Dominions beyond the Seas, Emperor of India, and the President 
of the United States of America, being desirous to strengthen the bonds of amity 
that bind them together and also to advance the cause of general peace, have resolved 
to enter into a treaty for that purpose, and to that end have appointed as their 
plenipotentiaries:— 

His Britannic Majesty : The Right Honourable Sir Cecil Arthur Spring-Rice, 
G.C.V.O., K.C.M.G., &c, His Ambassador Extraordinary and Plenipotentiary at 
Washington; and 

The President of the United States : The Honourable William Jennings Bryan, 
Secretary of State of the United States; 

Who. after having communicated to each other their respective full powers, 
found to be in proper form, have agreed upon and concluded the following 
articles:— 

ARTICLE 1. 

The high contracting parties agree that all disputes between them, of every 
nature whatsoever, other than disputes the settlement of which is provided for and, 
in fact, achieved under existing agreements between the high contracting parties, 
shall, when diplomatic methods of adjustment have failed, be referred for investiga
tion and report to a Permanent International Commission, to be constituted in the 
manner prescribed in the next succeeding' article; and they agree not to declare war 
or begin hostilities,during such investigation and before the report is submitted. 

ARTICLE 2. 

The International Commission shall be composed of five members, to be appointed 
as follows :— 

One member shall be chosen from each country by the Government thereof; one 
member shall be chosen by each Government from some third country; the fifth 
member shall be chosen by common agreement between the two Governments, it being 
understood that he shall not be a citizen of either country. 

The expenses of the commission shall be paid by the two Governments in equal 
proportions. 

The International Commission shall be appointed within six months after the 
exchange of the ratifications of this treaty, and vacancies shall be filled according 
to the manner of the original appointment. 

ARTICLE 3. 
In case the high contracting parties shall have failed to adjust a dispute by 

diplomatic methods, they shall at once refer it to the International Commission for 
investigation and report. The International Commission may, however, 
spontaneously, by unanimous agreement, offer its services to that effect, and in such 
ease it shall notify both Governments and request their co-operation in the 
investigation. 

In the event of its appearing to His Majesty's Government that the British 
interests affected by the dispute to be investigated are not mainly those of the United 
Kingdom, but are mainly those of some one or more of the self-governing Dominions, 
namely, the Dominion of Canada, the Commonwealth of Australia, the Dominion 
of New Zealand, the Union of South Africa, and Newfoundland, His Majesty's 
Government shall be at liberty to substitute as the member chosen by them to serve 
on the International Commission for such investigation and report another person 
selected from a list of persons to be named, one for each of the self-governing 
Dominions, but only one shall act—namely, that one who represents the Dominion 
immed i a tely i n te rested. 



The high contracting parties agree to furnish the Permanent International 
Commission with all the means and facilities required for its investigation and 
report. 

The report of the International Commission shall he completed within one year 
after the date on which it shall declare its investigation to have begun, unless the 
high contracting parties shall limit or extend the time by mutual agreement. The 
report shall be prepared in triplicate; one copy shall be presented to each Govern
ment and the third retained by the commission for its files. 

The high contracting parties reserve the right to act independently on the 
subject-matter of the dispute after the report of the commission shall have been 
submitted. 

ARTICLE 4. 
This treaty shall not affect in any way the provisions of the treaty of the 

1 Ith January. 1909. relating to questions arising between the United States and the 
Dominion of Canada. 

ARTICLE 5. 

The present treaty shall be ratified by His Britannic Majesty and by the 
President of the United States of America, by and with the advice and consent of 
the Senate thereof, and the ratifications shall be exchanged at Washington as soon 
as possible. It shall take effect immediately after the exchange of ratifications, and 
shall continue in force for a period of five years, and it shall thereafter remain in 
force until twelve months after one of the high contracting parties have given 
notice to the other of an intention to terminate it. 

In witness whereof the respective plenipotentiaries have signed the present 
treaty and have affixed thereunto their seals. 

Done in duplicate at Washington on thefifteenth day of September, in the year 
of Our Lord nineteen hundred and fourteen. 

(L.S.) CECIL SPRING-RICE. 
(L.S.) WILLIAM JENNINGS BRYAN. 

APPENDIX VI. 

Extract from Message of President Monroe, dated December 2. 1823. 

IT was stated at the commencement of the last Session that a great effort was 
then making in Spain and Portugal to improve the condition of the people of those 
countries, and that it appeared to be conducted with extraordinary moderation. It 
need scarcely be remarked that the result has been, so far, very different from what 
was then anticipated. Of events in that quarter of the globe with which we have 
so much intercourse and from which we derive our origin we have always been 
anxious and interested spectators. The citizens of the United States cherish 
sentiments the most friendly in favour of the liberty and happiness of their fellow
men on that side of the Atlantic. In the wars of the European Powers, in matters 
relating to themselves, we have never taken any part, nor does it comport with our 
policy so to do. It is only when our rights are invaded or seriously menaced that 
we resent injuries or make preparation for our defence. With the movements in 
this hemisphere we are. of necessity, more immediately connected, and by causes 
which must be obvious to all enlightened and impartial observers. The political 
system of the Allied Powers is essentially different in this respect from that of 
America. This difference proceeds from that which exists in their respective 
Governments. And to the defence of our own, which has been achieved by the loss 
of so much blood and treasure, and matured by the wisdom of their most enlightened 
citizens, and under which we have enjoyed unexampled felicity, this whole nation is 
devoted. We owe it, therefore, to candour and to the amicable relations existing 
between the United States and those Powers, to declare that we should consider any 
attempt on their part to extend their system to any portion of this hemisphere as 
dangerous to our peace and safety. With the existing colonies or dependencies of 



any European Power we have not interfered, and shall not interfere. But with 
the Governments who have declared their independence and maintained it. and 
whose independence we have on great consideration and on just principles 
acknowledged, we could not view any interposition for the purpose of oppressing 
them or controlling in any other manner their destiny by any European Power, in 
any other light than as the manifestation of an unfriendly disposition towards the 
United States. In the war between those new Governments and Spain, we declared 
our neutrality at the time of their recognition, and to this we have adhered, and 
shall continue to adhere, provided no change shall occur, which, in the judgment of 
the competent authorities of this Government, shall make a corresponding change 
on the part of the United States indispensable to their security. 

The late events in Spain and Portugal show that Europe is still unsettled. Of 
this important fact, no stronger proof can be adduced than that the Allied Powers 
should have thought it proper, on any principles satisfactory to themselves, to have 
interposed by force in the internal concerns of Spain. To what extent such inter
position may be carried on the same principle is a question in which all independent 
Powers, whose Governments differ from theirs, are interested; even those most 
remote, and surely none more so than the United States. Our policy in regard to 
Europe, which was adopted at an early stage of the wars which have so long agitated 
that quarter of the globe, nevertheless remains the same, which is not to interfere 
in the internal concerns of any of its Powers: to consider the Government de facto 
as the legitimate Government for us: to cultivate friendly relations with it. and to 
preserve those relations bv a frank, firm and manly policy, meeting, in all instances, 
the just claims of every Power, submitting to injuries from none. But in regard 
to these continents, circumstances are eminently and conspicuously different. It is 
impossible that the Allied Powers should extend their political system to any portion 
of either Continent without endangering our peace and happiness: nor can anyone 
believe that our southern brethren, if left to themselves, would adopt it of their 
own accord. Tt is equally impossible, therefore, that we should behold such inter
position in any form with indifference. If we look to the comparative strength and 
resources of Spain and those new Governments and their distance from each other, 
it must be obvious that she can never subdue them. Tt is still the true policy of the 
United States to leave the parties to themselves, in the hope that other Powers will 
pursue the same' course. 

Pronouncements by A merican Statesmen with regard to the Monroe Doctrine. 
Air. Hay in 1903 said in connection with the naval blockade of Venezuela by 

Great Britain, Germany and Italy, that " the United States could not object to 
foreign Powers taking steps against American countries to obtain redress for 
injuries suffered by their subjects, provided that no acquisition of territory was 
contemplated." 

In 1914 Mr. J. W. Foster (ex-Secretary of State) said : "The primary object 
of the doctrine was, and is. to prevent the permanent occupation by European nations 
of any of the territory of the American States or the overthrow of their political 
institutions. Succeeding Administrations have repeatedly stated that European 
Governments are free to make war on the American States or to resort to force to 
support their complaints, provided that they observe the two conditions above stated 
as to territory and political institutions." 

Mr. Root said in 1914 : " As the Monroe doctrine neither asserts nor involves 
any right of control by the United States over any American nation, it imposes upon 
the United States no duty towards European Powers to exercise such a control." 

Mr. Hughes in 1923 declared that the Monroe doctrine was " opposed (1) to any 
non-American action encroaching upon the political independence of American 
States under any guise, and (2) to the acquisition in any manner of the control of 
additional territory in this hemisphere by any non-American Power." 

o 
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It is requested that special care may be taken to 

(THIS DOCuI.fR ensure the secrecy of this document. y '3 GOVERNMENT). 

MOST SECRET. C O P Y N O : LL/Q 

C P . 23 (23), 
C A B I N E T , 

POLICY COMMITTEE. 

INTERIM REPORT. 

1. At their Meeting on January 20th, 1923 (Cabinet 2 (23) 
Conclusion 1 (a)) tho Cabinet agreed that a Committee 
composed as follows -

The Chancellor of the Exchequer (In the Chair). 
The Secretary of State for V?ar 

(on his return from India). 
The Secretary of State for Scotland, 
The President of the Board of Trade, 
The Minister of Health, 
The Minister of Agriculture and Fisheries, 

and The President of the Board of Education 
should meet to consider the Chancellor of 
the Exchequer 's proposal as set forth in 
his Memorandum (Paper Co?. 8 (23)) with a 
view to advising the Cabinet as to whether 
it would be possible to carry It into effect 
during the present year, 

2  v7e requested a Departmental Committee composed of 0

representatives of the Ministry of Health, Treasury, 
Scottish Office and Parliamentary Counsel to consider a 
suggested time table for the requisite legislation, based 
on the proposals for rating relief being brought into operation 
as early as possible, namely in October, 1929  A copy of the n

Report of the Departmental Committee is attached (See Appendix). 
\'.'o endorse this Report and submit it for the consideration 
of the Cabinet. 
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3. It is for the Cabinet to decide whether the 
question of Poor Law Reform should be included In the 
Xing's Speech. If It is,the Government is thereby 
committed to dealing with it. On the other hand there 
is no reason why the ubser.ee of any mention of the matter 
shoxild prevent its becoming a part of our legislative 
programme: and if the Cabinet are of opinion that 
a feu more weeks are required before they are definitely 
committed to some such scheme no embarrassment need 
be caused by Its omission. 

It is relevant, however, to point out in relation 
to the Widowsr Pensions scheme that the follov;ing 
sentence occurred in the King's Speech in 

December, 1924: 
"My Ministers are engaged upon enquiries 
into the possibility of combining with 
existing systems of insurance, provisions 
for improved old age pensions and pensions 
for widowed mothers" 

and a somewhat similar passage might te adopted in the 
present instance without our being ^ irretrievably 
committed. 

Signed on behalf of the Committee 

TINSTOH S. CHURCHILL, 

Chairmano 

Treasury Chamiber s, S : .1. 
January 31st, 1928. 
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(THIS POCUaKNO? JIB TILE PRQ3SRTY OP HX5 BRITAKft 10 MAJESTY'S GOVERNMENT) 

MOST SBC RET . CQFi NO, 
P.(26) 2o 

C A B I E E T. 

REVISE. POLICY COi.!UITTE h 

SHE PROPOSED T33DS TABLE 

REPORT OP DEPARTMENTAL C j O j a g J g g J j . 

/. We have considered In detail the time-table set cut in 
Paper Po(28) 1st Conclusions. 

3. It is here restated for convenience of reference 
1928 April Budget Liquid Fuel Tax. 

May Introduction of Valuation 3ill 
Juno Introduction of Local Government Bill 

comprising legislation dealing with 
(a) Industrial Property Rating, levy of 

national rate etc. 
(b) Abolition of Assigned Revenue System 
(c) Distribution of revonue cf central fund 
(dj Poor Law Reform 

(e) Highways. 
November Rcyal Assent to Local Government Bill. 

1929 October First Rating Relief - under temporary 
arrangement 5 . 

1930 April Scheme in full operation. 
Subject to the following observations wo think this time-taole 
represents v,hat Is required and should be approved. 
3m It is important that the Valuation Bill should not jnly 
be intreduced in l&iy but should bo placed on the Statute Book as 
qxiickly as possible so as to allow the longest possible time 
fer the completion by October 1929 of the process cf ascertainment 
of the properties to bo derated. 

As regards tho proposed allocation of tho various 
parts of the scheme to tho throe bills wc would observe that the 
national rate would normally be included in the Financ jJlll 
and not in the Local Government Bill. As however the rate 
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would not cone into force until October 1929, It would Ls 
ancmcious to include it in the finance Bill of 1920 - 1929, 
Postponement until the Finance Dill of 1929 - SO would have 
certain possibilities of inoonvenionco. As the Valuation 
Bill hi.s to be passed quietly it seems undesirable to include 
the nctional rats in that Bill. In the circumstances it chould 
be included in the local governmsit bill a3 proposed in the 
time table. In order to stve time in the passtge of this bill, 
it may be possible to include in tho Budget resolutions of 1920 
the necessary ways end means resolution for the national rate. 

The whole scheme would bo set forth by the Chancellor 
in tho Budget speech, with a summary Indication of the stages 
by which legislative effect is proposed to be given to it. 
There would be no technical difficulty in so drafting the 
bills as to m^Lo them dovetail into each other as ptirc of the 
si.agle scheme. Thus eg., the Valuation 3ill would be 
expressed to be passed with a view to providing for- tho 
exception of the stated classes of property from rating. 
Discussion on the bills would cover the same ground more than 
once but this is unavoidable. 

C. It appears to us that it will be necessary that all 
three bills should be practically ready by the time the 
Budget Speech is delivered. The scheme will involve much 
negotiation with local authorities. This cannot begin 
until after tho date of the budget speech and must be 
completed within a very limited period. Experience shows 
that in the case of such a till es the proposed Local 
Government Bill progress is likely to be much quicker if 
it is possible to base discussion with the representatives 
of loeel authorities on cctur.1 clauses of a bill and 
ospecii-Ily the clauses dealing with tho most important 
elements of the scheme



y. V/e are advised that if the three bills and 
especially the Local Government Bill are to he ready as 
above proposed, it will be necosscry that a docision as 
to the principles of the scheme shall be taken by the Cabinet 
at the very earliest possible moment and that the Parliamentary 
Counsel shall have a general authority enabling him, so far 
as he finds it necessary, to give these bills precedence over 
the nunerous other bills in the programmes recently submitted 
by Ministers for Cabinet consideration. 
£ VTe think that it will be found impossible to 
make sufficient progress with the negotiations with local 
authorities as to enable the Local Government Bill to be 
introduced in June as proposed in the time-table and that 
it will be safer to take July as the date of its introduction. 
This need not prejudice the placing of the bill on trie Statute 
Book by December. 
Qr Scotland as well as England and Wales would be 
dealt -with in the 3'inance Bill as regards the Liquid Fuel 
Tax and the national Rate and in the Valuation Bill as 
regards ascertainment of properties to be exempted. 

f c As regards the third Bill - the Local Government 
Bill - a separate Bill for Scotland would probably be required,
 That Bill would deal with/the Rate Exemption, 

the Assigned Revenues, the Grants in lieu of these and of 
the existing Public Health Grants. It might also deal 
with the transference of roads to County Councils should 
this policy of transfer be found expedient and feasible. 
/4 ; L'o scheme for reform of Local Government administra

tion in Scotland hss yet been formulated and it is understood 
that in the view of the Scottish Office the Bill should not 
contain any provisions to this end. 

f



13. The Bill would x-oquiro to make provision for the 
distribution of the now Grants. 
14. The problem of a satisfactory formula fcr this 

distribution presents special difficulties, but theco arc 
being examined. 

corn;, five 15. It has boon suggested that the next Session of Parliament 
above 
be Table, might be brought to a close at tho end of July and a new 

Session begun in October or early in November. If 

this courso commends itself to the Cabinet, the first two bills 
( i o G o tho Finance and the Valuation Bills) would be passed 
in tho Summer for England and Scotland, and tho local Government 
3ills for England and Scotland would be introduced as tho first 

legislative measures in tho new Session. 
16. It would in that ovont be difficult to pass the latter 
bills through all their stages before Christmas and it would 
be necessary to assumo that thoy might not become law till, 
say Easter 1929. The effect would then be that the changes 
in local Government contemplated in England would not take 
effect till the 1st of October, 1930 although the provision 
as to rate exemption would be In operation from October 1929. 
Wo do not however anticipate that any insurmountable difficulty 
would result from this. 
17. relaying the introduction of the Local Government Bills 
till say November would give more time for da-afting the 
measures and for the necessary negotiations with local 
authorities. On the other hand it would provide increased 
opportunities for criticism and tho organisation of opposition 
on the part especially of the smaller local authoritios. 

Signed en behalf of the Departmental 
Committee. 

W.A.ROBINSON. 

CHAIRMAN. 

31st January, 1928. 
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C.P. 24 (28). 

THE CHINESE BOXER INDEMNITY. 

NOTE BY THE SECRETARY OF STATE FOR FOREIGN AFFA IRS . 

I CIRCULATE herewith the following papers on the subject of the Boxer 
Indemnity :— 

I.—Memorandum by the Far Eastern Department of the Foreign Office. 
II.—Statement of His Majesty's Governments promises regarding the 

Indemnity. 
III.—Memorandum by the Right Honourable the Earl Buxton, Chairman of 

the Indemnity Advisory Committee. 
IV.—Exchange of telegrams with His Majesty's Minister, Peking :— 

(a.) Telegram to Sir M. Lampson of the 7th January, 1928. 
(b.) Telegram from Sir M. Lampson of the 20th January, 1928. 

A. C. 
Foreign Office, January 30, 1928. 

I-
MEMORANDUM RY THE FAR EASTERN DEPARTMENT OF THE FOREIGN OFFICE. 

The Chancellor of the Exchequer has proposed that the balance of the indemnity 
fund now deposited in the Hong Kong and Shanghai Bank at Shanghai, amounting 
to about £2 million, should be confiscated by His Majesty's Government in order to 
contribute to the cost of the Shanghai Defence Force, and that further payments 
of the indemnity at the rate of £400,000 a year should be similarly diverted so long 
as the defence force has to be retained in China. 

There is much to be said in favour of the convenience of meeting in this way 
the burden which would otherwise fall on the British taxpayer; and in spite of the 
many promises which we have made regarding the utilisation of these funds for 
purposes mutually beneficial to China and Great Britain, there is a certain justice, 
which we fully appreciate, in a proposal co make the Chinese pay for a share of the 
expense which we have incurred in consequence of recent events in China and of the 
aggressively anti-British attitude assumed by some of the Chinese. 

But there are political considerations affecting not merely the special question 
of the Indemnity but the whole scope of our China policy, which convince us that 
the temporary advantage to be gained by confiscating this money will be outweighed 
by very serious disadvantages extending into the future. 

In this country the China Indemnity is regarded as British money, which is 
ours, and solely ours, to give or to withhold as wo please. But in China the money 
is looked upon as Chinese money, extorted as a crushing indemnity and restored to 
an ally in the Great War as a tardy act of justice. This proposal to confiscate nearly 
one-quarter of the total amount will be regretted by our friends and quoted by our 
enemies as a convincing proof of British bad faith. In December 192G we published 
a memorandum that was designed to show that Great Britain was animated by 
nothing but goodwill towards China, and by a desire as soon as possible to set our 
mutual relations upon an equal basis. This memorandum was followed up by the 
treaty revision offer of the 27th January, 1927, and by the agreement for the rendition 
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of the concession administrations at Hankow and Kiukiang. The Chinese at first 
assumed that our December memorandum was merely one of the empty promises of 
which they have so often complained. During the course of the year this mistrust 
gradually abated, partly owing to the decline of Russian influence and partly because 
in the case of the Hankow, Kiukiang and Tien-tsin concessions, they saw that we 
were really prepared to implement some of our promises. So extreme a Nationalist 
as Mr. Wong Ching-wai stated to the Colonial Secretary at Hong Kong on the 

528th October last:  
"When he returned to China in April last he found that the speech of 

Sir Austen Chamberlain in regard to the return of Hankow to China had created 
a favourable impression on practically the whole Kuo Min-tang. with the 
exception of a few extremists. The Kuo Min-tang wanted at the time to give 
wide publicity to the speech, as well as to the good impression which it had 
created; but unfortunately the Bolsheviks who were still in the party prevented 
this being done." 

It is clear that the Chinese Nationalists (and in a wider sense all Chinese are 
Nationalists) are beginning to believe that we mean what we say. The confiscation 
of the Boxer funds would be a severe blow to this growth of confidence. A small 
matter in itself perhaps, but an excellent and easily quotable illustration that the 
Chinese were right in their first instinct of mistrusting ourfine promises. 

Our decision to confiscate the funds will particularly affect the intelligentsia
class—that is to say, the most articulate class in China. Their aim has been to get 
a regular revenue for higher education in China from sources independent of the 
vicissitudes of Chinese politics. They have succeeded in getting the American, 
Japanese and (in part) Russian indemnities for this purpose, and they had 
apparently got the British also. In their disappointment they will undoubtedly 
represent this reversal of our policy as a personal injury to the whole Chinese people. 

This intelligentsia class already possesses strong links with the United States, 
Japan and France. The absence of any corresponding link with Great Britain has 
often been deplored in the past and was one of the. chief reasons for initiating our 
indemnity policy in 1922. It is likely to be still more deplored in the future, when 
the indemnity fund—which was the most obvious material for forging such a link— 
will either have disappeared or have been materially reduced. 

The present moment is perhaps a particularly unfortunate one for exposing to 
question our good faith and our desire for friendship. We have hitherto believed 
and repeatedly stated in public that Chinese excesses were very largely due to Soviet 
intrigue and propaganda, and that we wished to hold out a hand of friendship to 
China generally if this extremist element could be eliminated. Within the last month 
all the. Southern Governments—that is, all the "Nationalists" and Kuo Min-tang 
partisans—have taken such drastic measures against the Russians and native 
Communists as have been taken by no other Government in the world. Russian 
influence in China, which at one time seemed to threaten us not only in China but 
throughout Asia, has been defeated to a degree surpassing our wildest hopes, and 
there is bound to be a reaction in our favour. On the. 14th December the Nationalist 
Commissioner of Foreign Affairs at Shanghai, who is also Vice-Minister for Foreign 
Affairs in the Nanking Government, speaking to a mixed audience at the Sino-
American University Club, declared that his Government had been facing the 
question which way to proceed respecting foreign policy, whether along Soviet lines 
or Anglo-Saxon lines. He said :— 

" China is fed up with Communist intrigue and is determined to rid herself 
of Communist influence, which is threatening to wreck the revolution. Since 
Western-educated Chinese are. convinced that the Anglo-Saxon road is the best 
for China, I hope they will exert their influence in support of the Nationalist 
Government in order to bring about a new orientation of Kuo Min-tang policy." 

Is it fair—and is it wise—to meet an advance of this kind by withholding from 
the Chinese a gift which they, as a matter of fact, persistently regard as theirs of 
right, and which touches them in their most sensitive spot, viz., education? Will 
it in any way soften the "blow to tell them that they may receive some balance from 
the funds at some future date when the defence force is withdrawn? Is it wise to 
couple this act of confiscation with the expenses involved by the maintenance of the 
force—which every Chinese and every friend of China must regard as an unfortunate, 
even though necessary, phenomenon? Is it not likely that the speedy improvement 



of atmosphere promised by the recent turn of events may lead to a speedy withdrawal 
of the force? Will not any act, such as this act of confiscation, be likely to impair 
the improvement of our relations with the Chinese, to delay the departure of the 
force, and therefore to continue the expense which it involves? 

We have for the moment disposed of the influence in China of our enemies—the 
Russians. There remains the influence of our friends—the Japanese and the 
Americans—which in some respects is no less hostile and no less dangerous. Both 
of these Powers are already committed to a policy of remitting their indemnity 
for educational and cultural purposes; they have set up boards of administration 
in China and they have actually started work. They are ahead of us in this respect. 
If we drop out of the running the Japanese will not hesitate to make political capital 
out of our decision. Their ambition is to supplant us in our economic position in 
China, and especially in the Yang-tsze Valley, and by antagonising the Chinese we 
will be playing straight into their hands. They will not hesitate to profit by our 
mistake and to show the Chinese that they are the friends who keep promises and 
we are the friends who break them. Similarly with the United States, which is 
already very much inclined to congratulate itself on its indemnity policy in China, 
there will be ample opportunity for contrasting its generosity with our bad faith. 

In short, the Chancellor of the Exchequers proposal, attractive as it is at first 
sight, cannot lie reconciled either with the general line of our China policy, which 
has now been announced to and generally approved by the British people, nor with 
the specific promises given in this special matter of the indemnity; and it is 
particularly untimely at this moment, when the Chinese people, after two years of 
*' Red ** fever, are turning for help and friendship towards the Anglo-Saxon Powers. 

In view of these considerations, the Foreign Office cannot possibly approve any 
proposal involving confiscation of the funds. Further, it is not quite correct to look 
upon the money deposited in the Hong Kong and Shanghai Bank as money which 
is not yet earmarked for any specific purpose. In point of fact, the Buxton Advisory 
Committee, acting under the 1925 Act, has already advised the Secretary of State 
that " the nucleus of the investment fund (i.e., for permanent endowment of 
education and other work after 1945) would be the unexpended amount received 
from the instalments of the indemnity between December 1922 and December 1926. 
The credit balance in question (including accumulated interest) should be about 
a million and three-quarters (i.e.. in October 1926)." The greater part, therefore, 
of the fund which the Chancellor wishes to confiscate was already accumulated when 
the Committee reported under the terms of the Act, and was allocated by them to 
certain purposes, and was subsequently to be invested with accumulated interest in 
some useful reproductive undertaking. The Chancellor's proposal would be 
regarded as a confiscation of £2 million for the expenses of the Shanghai Defence 
Force. It would be difficult to argue that utilisation of the funds for the expenses 
of the defence force would be for " educational and other purposes . . .  . beneficial 
to the mutual interests of His Majesty ami of the Republic of China." within even 
the widest interpretation of the 1925 Act. Moreover, it would be so contrary to 
the policy approved by the Buxton Committee as a whole, and it would be a 
proceeding so difficult for the Chinese members in particular to explain away to 
their fellow countrymen, that it would almost necessarily involve the resignation of 
the whole committee. 

Far Eastern Department, 
Foreign Office. 

I I . 

His MAJKSTV'S GOVERNMENT^ PROMISES REGARDING THE BOXER INDEMNITY. 

The following promises have been given : — 
1. A verbal assurance given to the Chinese Acting Minister for Foreign 

Affairs at Peking on the 20th December, 1922, that " the British Govern
ment had decided in principle to devote the proceeds of the British share 
of the Boxer Indemnity to projects equally beneficial to China and Great 
Britain." 

2. Written promise to the same effect dated the 29th December, 1922, in a note 
addressed by His Majesty's Legation to the Chinese Foreign Office. 
(N.B.—This assurance was at once published in the press.) 
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3. Promise made by the whole British people, as embodied in the " China 
Indemnity (Application) Act, 1925," that the " China Indemnity shall, 
instead of being paid into the Exchequer . . .  . be applied to such 
educational or other purposes, being purposes which are, in the opinion 
of the Secretary of State for Foreign Affairs, beneficial to the mutual 
interests of His Majesty and of the Republic of China, as the said 
Secretary of State, after consultation with the Advisory Committee to 
be established under this Act, may from time to time determine." 

4. This promise was confirmed— 
(i) by the setting up of the Advisory Committee under the chairman

ship of Lord Buxton. 
(ii) by the sending to China of the committee's delegation under the 

chairmanship of Lord Willingdon to study on the spot details 
for carrying out the Act. 

This latter step in especial advertised our Boxer Indemnity promises 
in the eyes of the whole world, and especially of China. 

5. The specific promise made by the Secretary of State for Foreign Affairs, and 
published on the 26th May. 1926, to accept the principle of control of 
the funds by a Board of Trustees in China and to do his best to secure 
Parliamentary approval to this proposal. 

III . 

MEMORANDUM ADDRESSED BY THE R IGHT HONOURABLE THE EARL BUXTON, CHAIRMAN 
OF THE INDEMNIT Y ADVISOR Y COMMITTEE, TO THE SECRETARY OF STATE FOR 
FOREIGN AFFAIRS . 

Position of Advisory Committee. 

The Boxer Indemnity dates from September 1901, in which year the Chinese 
Government undertook to pay the total sum of 450 million taels as compensation 
for losses and military expenses incurred in connexion with the Boxer rising. The 
payments were to be made in yearly instalments extending over a period of forty 
years. The British share of the Indemnity (principal and interest) amounted to 
about £16 million sterling, and the annual payment amounts on the average to 
rather more than £400,000 a year. 

These payments were duly made until August 1917, when China declared war 
on Germany and Austria. This action brought to an end the indemnity payments 
to enemy countries, while, at the same time, the Allied Powers (except Russia, who 
deferred only one-third of the amount) agreed to defer the indemnity payments to 
them for a period of five years. 

On the expiry of the deferment period, in November 1922, Great Britain, the 
United States of America and the other countries concerned, came to the conclusion 
that their claim for indemnity should be cancelled altogether, or that the continued 
payment of the instalments should be applied for the benefit of China. 

Each country dealt with the matter in its own way. 
As regards Great Britain, in December 1922 the British Government announced 

to the Chinese Government that the subsequent instalments of the indemnity would 
be applied to " such educational and other purposes beneficial to the mutual interests 
of His Majesty and of the Republic of China." This declaration was subsequently 
translated into the China Indemnity Act of 1925. 

Considerable delay took place in the passing of the Bill, which was not, however, 
due to any opposition to the proposal, which met with general approval, but was due 
to the political situation in Great Britain throughout the years 1923, 1924 and 1925. 

If it had not been for these unavoidable delays—in no way due to any action on 
the part of the Chinese themselves—the Act Avould have been passed in 1923, and 
would have been in practical operation and the money allotted to various purposes 
before the disturbances in China took place. 

No division (except one in Grand Committee on a detail) took place in either 
House at any stage of the Bill. The proposals of the Bill gave great satisfaction in 
China, and the passing of the Bill was recognised as a friendly act on the part of 
Great Britain. 



The Advisory Committee, constituted under the Act for the purpose of advising 
the Secretary of State as to the best method of applying the fluids, was a represen
tative one, and included three distinguished Chinese members. It came actually into 
being in December 1925. The Committee devoted the greatest care and considera
tion to all the questions involved; and appointed a delegation, consisting of three 
British and three Chinese members of the committee (under the chairmanship of 
Lord Willingdon), to enquire into the whole position in China itself. 

The Advisory Committee reported in October 192G. Their report and 
suggestions were accepted by the Secretary of State, and published; and were 
received with general approval and appreciation in China. 

The proposal of the committee that a Board of Trustees in China should be 
created to carry out the proposals of the committee involved an amendment of the 
Act of 1925. 

It was. at the time, hoped that the amending Bill would be carried through 
during the autumn session of 192G. But, unfortunately, events in China made it 
appear expedient to postpone the measure. The position in China went gradually 
from bad to worse: and it wasfinally decided that it would be wiser not to attempt 
to set up the Board of Trustees until the position of affairs became more stable. 

But though the unfortunate state of affairs in China during the last two years 
necessarily postponed the application of the proposals of the Advisory Committee, 
the delay has not in any way prejudiced nor modified their proposals themselves. 
As soon as the country settles down they can at once be put into force Meanwhile, 
the fund necessary to carry them out is accumulating. 

The members of my committee would. I feel sure, view with grave concern any 
decision by the Government to appropriate the accumulated fund, or any part of 
the indemnity, and to apply it to the purpose of meeting a portion of the cost of the 
defence force. 

Such action would obviously be entirely contrary to the spirit and letter of the 
declaration of His Majesty's Government and of the Act of 1925, already quoted. 

The main object of applying the indemnity to the purposes named and to the 
mutual benefit of Great Britain and China under the care of a committee was to 
show, in a concrete way, the friendly feeling and interest of His Majestys Govern
nient and of the British people towards China. 

The confiscation of the fund, or any portion of it, especially if it were applied 
to the cost of the defence force--against which the Chinese themselves have not 
ceased to protest—would be considered by the Chinese as a very unfriendly act, and 
would have a deplorable and far-reaching effect on Chinese opinion. Special 
emphasis would be laid on the facjfc that Great Britain alone, of the Powers 
concerned, had taken advantage of the disturbances to break faith with the Chinese 
in the matter of the application of the indemnity funds. 

As regards the position of the Advisory Committee itself, I may point out that, 
throughout, the most cordial relations subsisted between the British and Chinese 
members of the committee, and that the recommendations of the committee were 
unanimous. 

They were based on the supposition that some 11 millions would be available. 
To expropriate a considerable portion of this sum would seriously damage and 
dislocate the proposals made by the committee. 

Further, the proposals were based on the creation of a Board of Trustees in 
China; which was to consist of British and Chinese members, with a Chinese 
majority. 

The committee were successful in obtaining the promise of service from 
prominent Chinese (six in all) with a view to forming a provisional board. For the 
reasons already given, further action was, however, suspended. 

Tt is quite certain, however, that if any proposal to reacquire some of the funds 
for the purpose of applying them to the cost of the defence force were carried out, 
these gentlemen would decline to serve on the Board of Trustees (when the time 
conies to constitute the board), and that no other Chinese would be willing to take 
their places. 

Thus the whole foundation and superstructure of the proposals of the committee 
would be destroyed. 

Tt is, therefore, clear to me, and I think it would be clear to my colleagues 
(the official members and now Lord Willingdon would of course be neutral) and 
certainly to the Chinese members, that, under such circumstances, they could no 
longer serve any useful purpose, and they would feel bound to tender their resigna
tion and to ask that the reasons for their action should be made public. 



The members of the committee, and not least myself, would take such a course 
with entire reluctance and with a feeling of much disappointment; and we would 
desire, in so doing, to express our obligation to you, Sir, and to your ollicials for the 
constant and unfailing assistance we have received in our heavy and difficult task 
during the last two vears and a half. 

B U X T O N . 

IV. 
EXCHANGE OK TELEGRAMS WITH His MAJESTY'S MINISTER, PEKING;. 

(A.) 
Sir A listen Chamberlain to Sir .)/. Ijimpson (Peking). 

(No. 13.) Foreign Office, January 7, 1928. 
His Majesty's Government are faced with an urgent financial problem greatly 

aggravated by the enormous expenditure to which they have been put in connexion 
with the despatch to and maintenance in China of the Shanghai Defence Force. 

They cannot conceal from themselves the fact that it was the situation in China 
during the past few years, as exemplified in the Shanghai, Shameen, Hankow and 
Nanking incidents, which ultimately necessitated the despatch of these troops for the 
defence of British lives in that country, and that this situation has in many respects 
been a continuous repetition of that which in 1900 led to the exaction by all the 
Powers concerned of the Boxer indemnities from the Chinese Government. 

It therefore becomes a question for serious consideration whether His Majesty's 
Government can continue to pursue that policy which they had adopted in 1922 of 
remitting their share of the indemnity fund, in face of the fresh provocations and 
outrages which they have encountered at the hands of the Chinese ever since that 
decision was taken,/and whether they are not in these circumstances fully justified in 
meeting their presentfinancial difficulties by applying the bulk of this' fund to the 
purpose of covering the expenses of the Shanghai Defence Force. 

The actual proposal which has been submitted by the Chancellor of the 
Exchequer is to appropriate the whole of the sum deposited in the bank to meet part 
expense of defence force, which will amount to about £4 million up to 31st March 
next, as well as future payments so long as force remains in China. 

In support of this proposal it is urged that our indemnity proposals do not 
constitute a contractual obligation, but were a spontaneous and unilateral offer made 
because change of circumstances since 1901 made change of policy desirable; the 
change between 1922 and 1927 is even greater, and therefore a further change of 
policy is perfectly logical; that while anarchy continues in China it is impossible 
to use the money for educational purposes; that even if possible such use would not 
have substantial and far-reaching advantages of political and commercial character, 
such as were claimed for it in 1922; that being under no obligation to the Chinese. 
His Majesty's Government are under obligation to British taxpayer not to part with 
the money unless corresponding advantages can be secured; and that even if our offer 
to the Chinese constituted an irrevocable pledge, our promise can only be held to mean 
that the fund will be applied to educational and similar purposes when the situation 
in China admits of a reasonable scheme being put in force. 

While I feel that His Majesty's Government would have complete justification 
for adopting this course, I am bound to take into due consideration the probable 
effect which such a step would have upon my wdiole China policy. The main questions 
which I must consider in this connexion are : (1) How this proposal will affect the 
general policy which His Majesty's Government are endeavouring to carry out in 
China ; (2) what effect it will have on the general and particular political, commercial 
and other elements of importance in that country; and (3) how it will react on British 
interests there. 

Please give this question your urgent and careful consideration, and let me have 
a full expression of your views thereon as soon as possible. 



(B.) 
Sir M. Lampson to Sir Austen Chamberlain.—[Received January 20.) 

(No. 53.) Peking, January 20, 1928. 
ifour telegram No. 13. 
I. 1 find great difficulty in advising one way or the other. Arguments on both 

sides are so strong and it is really matter of individual opinion. On balance, my 
view at the moment is as follows :— 

2. Whilst fully appreciating Treasury point of view, 1 gravely doubt wisdom 
of proposed reversal of policy. If" we had not already definitely committed ourselves 
and blazoned our decision abroad matters might be different, but we have to deal 
with facts as they are now and not as wc would have them be. Just at the time 
when there are distinct indications of revulsion of feeling all over China in our 
favour. I fear that there might be a strong and immediate reaction against us and 
usual cry that we made original promise with our tongue in our cheek. Anti-
British agitators, who are only dormant, would be the first to take advantage of 
this, and it is to be borne in mind that neither Russia nor any other Power has gone 
back on its promise to devote its indemnity funds to use in China. For details see 
my despatch No. 2266 last year. 

3. Temptation to use this money to recoup the British taxpayer is very strong. 
But on the long view I would urge desirability of continuing to mark time until we 
see how things develop. Temptation to recoup British claimants in China is even 
stronger. Only to-day 1 received deputation of British merchants from Tien-tsin 
who are now on their beam ends through non-payment of bond fide debts due to them 
for about 20 million dollars of railway and other material supplied to Chinese 
Government Department and not paid for though firms have to pay interest to the 
banks. They urged use of Boxer funds for their relief. T explained political reasons 
why this seemed to me at present unwise, especially possible, handle it might give 
Russian propaganda, and they seemed to appreciate this. In this connexion, has 
the idea put forward in mv telegram No. 1673* yet received consideration? I submit 
that it should not be lightly discarded. 

4. Replies to your specific questions to the best of my ability thus are: (1) It 
might well give Russia opportunity to make political capital against us at a 
particularly inopportune moment; (2) I believe it would have adverse effect though 
it might wear off in time; (3) same as (2), but I am of the opinion that matter should 
be decided on political rather than economic grounds. 

5. Meanwhile on the authority contained in your telegram No. 645 last year 
I am letting the idea percolate in Chinese circles that patience of His Majesty's 
Government is not inexhaustible, anil that if British interests continue to be penalised 
Boxer Indemnity may not be returned after all. But we must never forget that if 
we were in fact to reverse, our policy there is always possibility, and I myself believe 
a distinct one, that Chinese might simply cancel all further payments, in which case 
it might prove awkward to force them to continue payment. 

o 

This refers to alternative suggestions regarding settlement of British claims out of indemnity 
funds:— 

(a) That money for this purpose bo appropriated by a free vote in the House of Commons; or 
(b) That, after the Amending Hill has been passed, the Chinese themselves bo persuaded to suggest 

allocation of funds for this imrpose. 



(THIS D O C U M E N T I S T H E P R O P E R T Y O P H I S B R I T A N H I C M A J E S T Y ' S G O V E R N JNT) 

S E C R E T 

OoDy Ho. 
C^P. 25 (26). 

C A B I N 3 T 

THB CHINESE BOXER INDEMNITY. 

Note by the Actin,-? Sooretary ci^State for the Colonies. 

^C.P.18(28) The Treasury memorandum of tho 2 7th of January^ 
advocates a policy which involves the ropeal of the 
China Indemnity Application Act of 1925, so that the 
Boxer Indemnity Punds, instead of being applied to educa
tional or other purposes beneficial to the mutual interest 
of His Majesty1s Government and the wopublio of China, 
shall revert to the Exchequer in relief of the British 
taxpayer,. 

Without going so far as that, it appears to me that 
the course of events in China do call for a modification 
of the decision approved by His Majesty's Government in 19 
Under that decision the distribution of the x^und, instead 
of being made by the Secretary of State for Foreign Affair 
after consultation with tho advisory Committee, was to be 
made by a Board of Trustees in China, appointed b;v the 
Chinese Government in agreement with His Majesty1s 
Government, of whom six should bo Chinese and five British 
In the present state of China both the appointment ox the 
Trustees and zhe carrying out of any educational schemes 
in China are alike impossible. In these circumstances it 
seems to me that the policy of the Act of 1925 can be 
carried out in part by acceding to the request put forward 
on behalf of the University of Hong £ong, which is con
veniently summarised in the recent despatch from the 
Governor of Hong Kong, a copy of which is sub-joinea to 



11)0 

this memorandum. 
It will be seen that the University at present gives 

an education in Lleficine, Engineering and Arts to 3cms 

200 students, almost all of whom are of Chinese raco and 
many of Chinese nationality; but it is crippled by lack 
of funds, which the Colony and the local public are 
unable to supplement owing to tho financial stringency 
resulting from the prolonged disturbances in China. In 
particular, it is impossible to establish the much desired 
School of Chinese Studies in the University without largely 
increased endowments. It is for this reason that I desire 
to commend to my colleagues the proposal of the Governor 
that a part cf the already accumulated Boxer funds, namely 
£1,404,000, should be made available for the development 
of the University. This would at once assist the Government 
of Hon-- Kong which has been hard hit by the disturbances in t

China, yet at the same tii e it v/ould not be open to the 
criticism that tho Indemnity Funds w-ure being spent for 
our own ends- It soeas to me that this would be a desirable 
middle course between applying tho funds to our own financial 
exigencies, which might be open to obvious criticism, and 
handing it over to a 3oai*d of Trustees (which it is impossi
ble to appoint) to distribute to educational establishments 
which do not exist, ;;.nd which cannot be brought into being, 
until the apparently distant day when a government possess
ing any sort of stability, shall be re-established in China. 

* 

Wo 0--G. 
Colonial Office, 

Downing Street, 
1st February, 1928, 



CCP7.-Q£ Pespa/fcch frog: the Governor of Konp Kon% 
to., the Secretary"of SJTate "for the. ColouxesT" 

GOViSSNliSNT HOUSE, 
HONG KONG. 

21st December, 1927. 
Sir, 

I have the honour to acknowledge Mr. Ormsby Gore1 3 
despatch Ho. 333 of the 5th November, 1927, regarding ray 
application on behalf of tha University of Hong Kong for 
a portion of the Boxer Indemnity Funds. 
2. In my despatch Ho. 255 of the 18th -May, 1927, I advised 
you that there was every prospect of the University having 
to close down, at tho ond of 1928, such existing Chinese 
work as it had been able to initiate at the beginning of 
this year by means of certain contributions raised in 
Malaya, and that its activities would have to be generally 
curtailed in other directions also. The finance Committee 
of the University has recently been dealing with its esti
rrates of revenue and expenditure for 1928. These estimates, 
though expsnditure has been drastically reduced, anticipate 
a deficit of over ^5,000 on the year's working, and in 
submitting them to the University Council, the Finance 
Goirmittoe drew the attention of that body to the University1 s 
serious financial outlook, pointing out that its income 
is decreasing, while the expenditure to which it stands 
committed is automatically increasing, and that the 
Institution has, in fact, now reached a-point at which 
either additional sources of income must be found or 
expenditure mu3t bo reduced with consequential reduction 
of its activities. 

3. In my despatch of the 16th May, 1927, I explained that 
the present financial position of the Government of Hong Kong 
is such that it cannot inorease substantially its grant to 
the University. I added that it would be difficult, if 



not Impossible, to raise large local subscriptions- I mast 

here explain that the dec.-ease in the University1 s income 

is not flue to any considerable falling off in the enrolment 

of students, Since the anti-British boycott of 1925 the 

enrolment has stood firm at a figure which ranges between 

290 and 300; and the fee receipts during the ourrent year 

are actually in advance of what was collected last year. 

But the University endowments are largely invested in local 

mortgages, and, a3 outstanding mortgages have been paid off, 

it has been found impossible to reinvest the capital at the 

same high rate cf interest which was previously obtainable. 

In this way the University^ annual incomo has already been 

reduced b;, not less than $20,000 and this particular 

difficulty is likely to continue and even to increase. 

4. I have already addressed you with regard to the debt 

that the Central and Provincial Governments of China owe 

to the University on account of scholars sent by them to the 

University on toe basis of scholarships which were not paid. 

This debt amounts to Sj114,690. Most of the scholars 

concerned have left, and r.sw scholars are not being 

admitted on this basis. 

5* The principal object with which the Hong Kong Univer- % 

sity was, with the approval of His Majesty's Government, 

established, is the higher education of the Chinese, and I 

consider that a reversion to the state of affairs obtaining 

up to the end of 1926, when the only Chinese study possible 

in the University ended at the intermediate stage of the 

Arts Faculty's curriculum, would be, at the present juncture 

so politically disastrous, that, though fully conscious of 

the possibility of failure, I have decided to launch a local 

appeal for such capital sum as may be found to be neoessary 

for starting a Chinese School in the University on a 



permanent basis. But oven if ruy appeal be in a measure 
successful, I do net anticipate that the funds thus raised 
v/iil be sufficient to do more than staru the Chinese School 
in a very rudimentary form. Buildings must be erected 
before even the most rudimentary Chinese School can be 
reasonably accommodated * Khia will add substantially to the 
initial capital cost which must be collected, and over an! 
above the insistent demands for a Chinese School, tho 
university is faced with the alternative either of finding 
additional money to finance its existing Faculties of 
Medicine, Engineering and Arts, or of curtailing seriously 
the work which it is now attempting. 

6. In these circumstances I should be failing in ray duty, 
if I did not emphasise once more the serious loss tc British 
influence in the Far East which the curtailment of the 
already inadequate activities of the Hong FTong University 
will involve, and repeat my suggestion that out of the money 
row lying in tho Hong Kong and Shanghai Bank the capital sum 
for v/hich the University has asked, namely £1,404,000, should 
be made available for the University1s development. 
7. In your despatch under reply you remind me that the 
proposal made by the China Indemnity Advisory Committee, 
involves the appointment in Ohina of a Board of Trustees, 
to whom all applications for grants should be made, '̂ nd you 
imply that all action directed towards the constitution of 
such a Board being at the mument in suspense, pay application 
for-a grant for the University cannot be considered, 
8. If you will turn to your secret despatch of the 12th 
January, 1927, you will find that, though you did not feel 
justified in requesting that the application of the report 
of the advisory Comm::.tbee appointed under the China Indemnity 
(Application) Act, 1925, shcmld be deferred, pending the 
consideration of my secret despatch of the 18th October, 1926, 



you told me that His Majesty's Government had not reached a 
dooislon with regard to the introduction of the legislatively 
measures required to give effect to the Committee's 

recommendations, and assured me that no such decision would 
be taken without full consideration of my representation 
on behalf of the University of Hong Kong. I trust that I 
am right in assuming that His Majesty1s Government is still 
undecided with regard to the Advisory Committee's recommenda
tions. 

9. In my secret despatch of the 16th October, 1926, I 
ventured to criticise the proposed establishment in China 
of such a Board of Trustees as the Advisory Committeo 
advocated. If in October, 1926, the proposal was impractica
blo; it i3 far more impracticable now, I need not emphasise 
this point; but I venture to remind you that there is not 
at the moment visible any sign of any possible lull in the 
storm of faction which is devastating China. The present 
anarchy in China may well continue for many years to come. 
Indeed it is difficu3.t at the moment to see what can end it, 
save utter war-weariness end complete exhaustion. But 
against this possible solution one has to sot. the fact that 
China is a vast country and thai, the number of political 
"Generals" eecms almost unlimited. Meanwhile, unlesr 
something is dene, the University of Hong Kong, the only 
British University in the Far East, and the one institution 
of higher learning where the sons and daughters of self
respecting Chinese can be educated in peace and security and 
upon sane anci sound principles, will be either cricpled or 
moribund.' Mo institution can stand still, least of all a 
University. I need not remind you of the extreme difficulty 
whioh you are now experiencing in the recruitment of oadets 
and of educational officers for the Hong Kong Civil service. 
The Hong Kong University will have for some time yet to 
recruit tho greater part of its staff in England. But this 

recruitment, whioh has never been easy, is rapidly becoming 
-6



impossible. Why should young men of promise como out to a 
University in the Par East, which is merely struggling to 
maintain an uncertain and unsatisfactory e-istenoe? If His 
Majesty's Government will but decide that the University ofj 
Hong Eong is an institution with which, in the interests of' 
British influence and British trade in the Ear East, the 
British £iupire cannot afford to dispense, and will take this 
opportunity of helping the institution as such, the whole 
outlook of the University would change. 

10. Payment to the University of the suggested contribution 
from the Indemnity money, which has already been collected 
and is now lying idle in the Hong :iong and Shanghai Bank., 
would not involve the rejection by His Majesty's Government 
of the Advisory Committee^ report. If the Indemnity 
continues to be collected (and if it is not collected, then 
the Committee1s report ceases to have any practical applica
tion) future fund3 can still be handled in the manner 
advocated in the report of the Advisory Committee. 

I have, etc.-, 

(Signed) C C1EMEHTI. 
Governor, &c. 

The Right Hon. L.S. Amery, M.P., 
etc., etc., 



(TdT^DOcpjm^isjs^ P R o r a a g c f h i s b r i t a n n i c m a j e s t y r s g c v e r i l m e k t ) , 

S 2 C R * COPY HO. 

C P . 26 (28) . 

The accompanying First Report of a Sub-Committee 

of the Committee of Imperial Defence, together with the 

Conclusions of the Coircnittee of Imperial Defence thereon, 

are circulated for the consideration of the Cabinet by 

direction of the Prime Minister. 

Owing to the very secret nature cf these documents, 

it is reque3ted that tiiey may be returned, to this Office 

y;hen no longer required. 

(SIGNED) MoP.A. HANKEY, 

Secretary to the Cabinet. 

2 Whitehall Gardens, S*ft*l. 

February 2nd, 1Q2S* 

NOTE. 

The docixments referred to above are not 
attached in the case cf those Ministers who 
are recipients of C.LD. Papers. 
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DEFENCE OP INDIA SUB-COMMITTEE. 

Composition and Terms of Reference. 
1. In accordance with the conclusions taken at the 223rd Meeting of the 

Committee of Imperial Defence, held on the 17th -March 1027 (C.I.D. Minutes, 
223rd Meeting, Minute 1), the Prime Minister desires that a Sub-Committee composed 
as follows:— 

The Right Hon. Tin: RAKL OK BIIIKKNHEAD, Secretary of State for India (in the Chair), 
The [tight lion. Sn: AUSTEN CllAMUERLAlN, K.G., ALP., Secretary of Slate for 

Foreign Affairs. 
The Right lion. Tin: RAKI. OK BALKOUK, K .G . , O.M., Lord President of the Council. 

(Added to the Sub-Committee on 29th April 1927.) 
The Most lion. Tin: AIAKQUESS OK SALI&IIURY, K .C . , G .C .V .O . , C.I5., Lord Privy Seal. 
The Right lion. WINSTON CHURCHILL, C.H., ALP., Chancellor of the Exchequer. 
The Right lion. L. S. A.\tERY, AI.P., Secretary of State Tor Dominion Affairs and 

the Colonies. 
The Right Hon. Silt LAMING WORTHIXGTOX-RVAXS, PI . , G.B.E., ALP., Secretary 

of State for War. 
The Right Hon. SIR SAMUEL HOARB, HI., G .B .E . , C .M.G. , ALP., Secretary of 

State for Air. 
The Right Hon VISCOUNT PEEL, G.B.E., First Commissioner of Works. 
Admiral or the Fleet RAUL BKATTY, G.C.B., O.AL, G.O.V.O.,- D.S.O., First Sea Lord 

and Chief of Naval Staff.0 

General Siir GEORGE AIILXE, G.C.B. , G.C.M.C., D.S.O., A.D.C., Chief of the 
Imperial General Stall. 

Marshal of the Royal Air Force SIR II. Al. TREXCIIARD, I5t., G.C.B., D.S.O., Chief 
of the Air Staff. 

Field-Marshal Sin CLAUD JACOB, G .C.B. , K.C.S.L, K.C.M.O., Secretary, Alilitary 
Department, India Office. 
Li.-ut.-Col. SIR AI. P. A. HANKKY, G.C.B., Secretary. 
Wing Commander Sut NORM AN LESLIE, 1H., C  . B  . E . ) , - ,  ,, C 1Major II. I, is.MAY, D.S.O. J Assistant Secretaries. 

should meet.:— 
11) To consider the following questions put, forward by the Secretary of State for 

India in bis Alemorandum (G.I.D. Paper Xo. 1 19-0), namely— 
(a) Is the integrity of Afghanistan, I will not say essential, but. as important 

now as when, in 1903, 1905 and 1907, the statements were made which are 
quoted by the Chief of the Imperial General Staff on page 37? 

(h) If so, may we still assume, as was assumed iii 1907, that "the deliberate 
crossing of the Oxus or the occupation of Herat by Russia would be 
followed by a declaration of war against that Power"? If not, at what 
point does a casus belli arise? 

(r) Can we expect to inflict, on Russia in the Afghan theatre a series of defeats 
so decisive that she will be content to make peace on terms which will 
permanently relievo Afghanistan from the. menace of invasion and the 
British Rmpire from the menace of war on that account? 

(d) If we cannot, in what, theatre of operations is the decision to be sought? 
(e) If the answers to questions (a) and (/*) are in the affirmative, can anything 

be done beforehand to reduce to a minimum the risk of Russian absorption 
of Northern Afghanistan and the undesirable! consequences that would 
follow thereupon ? 

(/) In the event of Russian aggression, what should be our plan of campaign, 
and, in particular, should it include operations in Northern Afghanistan? 

(a) What, immediate preparations, if any, are necessary fi) in India, (ii) al home ? 
(h) To what, extent is the co-operation of the Amir necessary for the purpose 

of (/)? and 
(2) To report generally on the situation. 

 Lord lloatty wittliutl it to bo mi record that his association with tin- Committee was in commotion 
with any broad strategical questions that might aviso out of the local problem ami generally from the 
point of view of tho Committee of Chiefs of Staff. 

Admiral or tho Fleet Sir Charles 10. Madden, Mint., G.C.B., G.C.V.O., l\.C..M.(i., replaced Lord Iteatty 
n 30th July 1027, 

0
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R E P O R T . 

I.—Introduction. 
From the foregoing terms of reference it will be seen that our first task is to 

consider whether the integrity of Afghanistan is as important to-day as it was in 
1903, 1905 and 1907, when the subject was considered by our predecessors. This 
problem governs, and is inseparably bound up with, the remaining items of our 
Terms of Reference, and we cannot introduce the subject in its broad lines better 
than by quoting the following statements :— 

1903. 
Extract from a Report0 by the Committee of Defence under the Chairmanship of 

Mr. (JIOZW Lord) Half our. 

- 0 0 & 0 0 0 

" Afghanistan is not merely, perhaps not chiefly, valuable to us as a ' buffer 
Stale,'—a State prepared to take the first brunt of aggression. It is also valuable 
because, in its present condition, and so long as it possesses few roads and no 
railways, it will be impossible for Russia to make effective use of her great numerical 
superiority at any poiut immediately vital to the Empire. 

" i t is on this argument that the advocates of a ' backward ' fronlier policy have 
chiefly relied. And as far as it goes the argument is unanswerable. But it retains 
its full value only so long as the conditions of supply and transport between the 
Russian and British territories remain unchanged; and they certainly would not 
remain unchanged in any part of Afghanistan or Persia which came for a sufficient 
length of time under Russian control. 

"The very arguments, therefore, which show that India is now almost unassailable 
show also that, if it is to remain so, Afghanistan must, remain un-Russianised. And 
it would be possible to express the military significance of every important advance 
which Russian predominance might make to the south and south-east beyond her 
present frontier in terms of the additional men it would require to defend our own." 

1905. 
Extract from a Statement by Mr. (now Lord') Half our in the House of Commons on 

llth May 1905. 

* 0 0 0 0 0 
" It ought, in my opinion, to be considered as au act of direct aggression upon 

this country that any attempt should be made? to build a railway in connection with 
the Russian strategic railways within the territory of Afghanistan. . .  . I think 
it would be the heaviest, blow directed at the very heart of our Indian Empire that 
we could conceive. . . . If, however, by laxity, by blindness, by cowardice, we 
admit the slow absorption of the Afghan kingdom in the way that we have necessarily 
permitted the absorption of the various Khanates in Central Asia ; if Russian strategic 
railways are allowed to creep closer and closer to the frontier which we are bound to 
defend, then this country will inevitably pay for its supineness by having to keep on foot 
a much larger army than anything which any of us can contemplate with equanimity. 
Foresight and courage will obviate these dangers; without foresight and without. 
co\irage they may come upon us; and if they do come upon us, we shall bo throwing 
upon our children, if not upon ourselves, the greatest military problem that has 
probably ever confronted tho Government of this country." 

* Ropvoduuod as 0.1.U. Papoi- No. 150-1). 



Extract from the Report0 of a Sub-Committee of the Committee of Imperial Defence 
under the Chairmanship of Lord Morley. 

9 0 9 0 9 ' & 
"(a) Do our liabilities make the Indian frontier identical with the Afghan 

frontier 'i Amid the mass of evidence before us upon this point, we are impressed by 
the propositions of Sir Alfred Lyall, already described. 

" We accept the view that the gates of India arc in Afghanistan ; that the problem 
of Afghanistan dominates the situation in India ; and that the lines we are pledged to 
defend determine our true strategic frontier in case of war—these are the propositions 
that have weighed with us in arriving at the conclusion that the frontiers of India and 
Afghanistan are, from the point of view of Anglo-Russian relations and resistance to 
designs of aggression, identical. 

"We consider that alike by definite treaty and by our own plain interests, our 
obligations to guard the independence and integrity of Afghanistan are unimpaired ;
and that the deliberate crossing of the Oxus or tho occupation of Herat by Russia 
woidd be the violation of a frontier which we are bound to defend. 

" We therefore assume that Russian action of the kind indicated would be followed 
by a declaration of war against that Power." 

O 9 * 9 9 9 

'2. The Report of Lord Morley's Sub-Committee was considered by the Committee 
of Imperial Defence on the 30th May 1907. The relevant extract from the Minutes of 
that meeting! is as follows :— 

"The Pin ME MINISTER"! read to the Committee a summary of the recommendations 
contained in the report, which are as follows :— 

"(1) That Russian aggression into Afghanistan should be followed by a 
declaration of war against that Power; 

" (2) That the Indian Army should then proceed to occupy— 
" (a) Kabul and Kandahar, if the Amir and tribes are friendly: 
" (6) Jalalabad and Kandahar, if the Amir and tribes are hostile. 

" (3) That, simultaneously, the railways on the north-west frontier should be 
prolonged as far in the direction of those places as possible. 

" (1) That to enable these measures to be taken— 
" (a) The railways should be gradually completed in peace time to 

Parachinar and Sinatsai. 
" (b) The Indian Field Army should be so organised as to provide 

nine divisions and eight cavalry brigades within the next six or seven 
years. 

" (c) The military organisation of Great Britain should be such as to 
enable 100,000 men to be despatched to India during the first year of war. 

" (d) The Indian Government should make preparations to receive the 
number of reinforcements specified in the evidence given by Sir Beauchamp 
Duff before the Sub-Committee. 

" CONCLUSION : 

" (a) The Committee accept tho principles laid down by the Sub-Committee as a 
general guide to the policy to be adopted in the event of Russian aggression 
directed against India." 
0 0 0 0 0 0 

3. It is of historical interest to note how closely the above statements of policy 
conform to the following passage in a letter^ written by Lord Palmerston in 1840. 
" It seems pretty clear that, sooner or later, the Cossack and the Sepo3*, the man from 
the Baltic and he from tho British Islands, will meet in the centre of Asia. It should 
be our business to take care that the meeting should take place as far off from our 
Indian possessions as may be convenient and advantageous to us. But the meeting 
will not be avoided by our staying at home to receive tho visit." 

0 C.I.D. Paper No. OS D (reproduced as Paper No. D.I. 2). 
t C.1.1). Minutes, 9Sth meeting. 
J Sh" Henry Campbell-Bannorntan. 
S " Palnierston," by Philip Guedalla, p. 225. 



-1. Tho unanimity reached in the above inquiries i.s impressive. Among those 
associated with Mr. Ralfour in his inquiry at the Committee of Imperial Defence in 
the early years of ibis century were Lord Selborno, Mr. Brodriel; (now Lord Midloton), 
and the laic Field Marshal Lord Roberts. Among the signatories to the Report of 
Lord Morley's Sub-Committee of L907 were I/ml Morley himself, Lord Oxford and 
Asquith, Lord Grey, Lord jlaldane, Lord Esher and Lord French. Sir Henry 
Campbell-Bannerman presided at the meeting at which the Report was approved 
by the Committee of Imperial Defence, and himself presented the important summary 
of its conclusions already quoted. At all stages of our investigation we have given 
careful consideration to the (hidings of these weighty and exhaustive inquiries. 

o. As the foundation of our inquiry we had before us various documents which 
had already boon circulated to the Committee of Imperial Defence, including the 
despatches of the Government, of India, Nos, 9 and 10, of 7th October 1926, with 
enclosures from the Indian General Stall (0.1.1). Paper No. 119 I)), two despatches of 
21st February 1927 from Sir Francis I fumphrys (0.LD. Paper No. 152 D), as well as 
the Minutes of the 220th and 223rd Meetings of the Committee of Imperial Defence, 
at which preliminary consideration had been given to this problem. In addition, in 
tho course of our inquiry, we have ourselves obtained a number of valuable documents 
from the Departments concerned. A complete list of these is attached as Appendix I. 

li. We have also received the greatest assistance from a number of witnesses, who, 
up to the present time, have included the -Marquess of Heading, Field Marshal Earl 
llaig, Sir Francis lluniphrys (the British Minister in Kabul), Sir Denys Bray (Foreign 
Secretary to the Government of India). Lieut.-Gen. Sir Andrew Skeen (the Chief of 
the Indian General Staff), General Sir George Rirkpatrick (lately commanding the 
Western Command in India), Sir Basil Blackett. (Finance Member of the Council of 
the Governor-General of India), and Sir Robert Hodgson (lately His Majesty's Charge 
d'AITaire.s at Moscow). A complete list of witnesses is attached as Appendix IT. 

7. We have held 13 meetings. 

II.—Historical Retrospect. 
8. The present phase of the Afghan problem in relation to the defence of India 

cannot be appreciated without reference to the events which preceded it. 
9. During the latter years of the last, ami the earlier years of the present, 

century, ltiissia's advances in the direction of the Indian frontier were a constant source 
of anxiety. But almost immediately after the Report" of 1907 the tension relaxed. 
For on 31st August 1907 the Anglo-Russian Convention! was signed. Russia and 
Great Britain became good friends in diplomacy; the risks of a quarrel for the 
moment at least disappeared, and Russia's designs on India ceased to be the object 
of a continuous scrutiny. 

In May 191.7, during the Great War, came the Russian Revolution, the fall of the 
Czarist regime and the repudiation of Czarist treaties. The security afforded by 
the 1907 Convention was thus dissipated; but, on the other hand, the Bolshevik 
leaders were preoccupied with their own domestic problems, and Russia for the time 
being ceased to be formidable as a military Power. The Russian factor was for the 
moment eliminated from India's defence problems. And so, in 1919, when the 
Government of India came to consider the question of the numbers and constitution 
of the forces that were to be maintained for the discharge of purely Indian 
responsibilities, the maximum external danger to which India seemed to be exposed 
was war with Afghanistan in combination with the frontier tribes. 

It. is on this standard that the state of preparedness for war of the Indian Army 
and Royal Air Force is still based. 

10. Tt was not until later that apprehension in relation to Russia revived. 
Towards the end of .1925 an acute Russo-Afghan crisis arose over the forcible 
occupation by the Russians of Urta Tagai, an island in the River Oxus, which had 
for many years been in the de facto possession of tho Afghans. Afghan amour 
propre was inflamed, and it seems possible that but for the restraining influence of 

* Signed on 1st -May 1907. 
 See "Twenty Vivo Years," by Lord Grey, Vol. I, page 15!). "Tho cardinal British object in those 

negotiations was to secure ourselves for over, a;, far us a treaty could secure us, from further Russian 
advances in the direction of tho Indian frontier . . .  . (By tho treaty) wo wore freed from uu 
anxiety that had often pro-occupied British Governments . . .  . Tho prospect of peace was made 
more secure." 

I
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Sir Francis Huinphrys, His Majesty's Minister at Kabul, the King would have adopted 
the suicidal course or declaring war on Russia. This particular storm blew over, but 
it brought into prominence the necessity for a searching examination of the larger 
questions which lay behind it. If Russian policy in Asia was to hem in India with 
a circle of Bolshevik States, and if northern Afghanistan was destined to be the next 
region to be drawn into the orbit of the U.S.S.R., what was to be the policy of Great 
Britain ? Was it essential for the safety of India that we should actively intervene 
to prevent any violation of Afghanistan's integrity ? And, if so, what stops should 
be taken now, and in the future, to rentier our intervention possible and effective? 
After a preliminary examination by the Chiefs of Staff Sub-Committee and by the 
Committee of Imperial Defence, the whole question was referred for exhaustive 
inquiry by the Sub-Committee which has prepared this report. 

III.—Review of the Situation. 
11. Before addressing ourselves to the solution of the problem which has been 

presented to us, it is necessary to review its principal factors. It is especially 
necessary to indicate the nature and extent of the changes which have taken place 
since the subject was last examined ; for it is on account of certain of these changes 
that the Government of India advocate a modification of our established policy. We 
will pass to these after a brief description of the more permanent elements in the 
problems. 

12. In thefirst place, certain geographical features of the country must be briefly 
considered. The most important physical feature in Afghanistan is the mountain 
mass of the Hindu Kush and Koh-i-baba, which separates one-third of Afghanistan in 
the north from the remaining two-thirds in the south. In the west the mountains 
gradually merge into the plain which connects Herat and Kandahar. If one excepts 
the route connecting these two places, communications between northern and southern 
Afghanistan are restricted to the passes through the Hindu Kush. Of such routes 
there are half-a-dozen. All of them converge on Kabul; and all but one, or perhaps 
two, are snow-bound throughout the winter. The northern provinces may be 
described as the granary of Afghanistan, and contribute by far the greater portion of 
the land revenue of the country. Kabul, the seat of government, has been described 
as " the key of Afghanistan, the great strategical point of the country, the centre of 
its power anil of all its communications." The description is still true. 

13. Communications in Afghanistan itself are still very primitive. There are no 
railways ; and the only roads which are fit even for cart transport are the following :-

(a) Landi Khana to Kabul, 160 miles. Partly metalled, passable for motor traffic 
and open throughout the year. 

(6) Kabul to Termez in Afghan Turkestan :— 
(i) Via the Unai and Bamiau Passes, 340 miles. Could easily be 

made fit for carts and light motor traffic. Closed from January to April 
by snow. 

(ii) Via the Khawak Pass, 3G0 miles. Fit, for pack transport only, 
although portions now unfit for wheels could be improved very readily for 
the purposes of light transport. Winter snows only block this route for a 
day or so at a time. 

(c) Kandahar to Kabul, 310 miles. Passable for carts and light motors and open 
throughout the year. 

((/) Chaman-Kandahar-Iierat, -11V miles. Passable for heavy lorries between 
Chaman and Kandahar (711 miles). Between Kandahar anil Herat it is 
passable for wheels, but several uubridged rivers must be passed. 

ft is significant that, the Russians have recently surveyed a direct road front 
opposite Termez, through Mazar-i-Sharif to Kabul ovor the Hindu Kush via the 
Salang or Zemistan Pass. This will take about 21 years to build, but will be Oo miles 
shorter than the Khawak route. 

At the present time, however, it may be said that the "non-conducting " qualities 
of Afghan territory are much as they were in 1007. 

1-1. But although railways have not yet penetrated Afghanistan itself, the 
improvements in the railway communications of Russia, and, in a smaller degree, of 
India, tip to tho Afghan borders merit attention. 

Tho broad-gauge railways of Russia now lead to two railheads on tho Afghan 
border, viz. to Kushk Post, SO miles (by road) north of Herat, and to Termez on the 



right hank of the Oxus, 310 miles (by road) north-west of Kabul. The former line 
(which existed in 1907) branches off from the Trans-Caspian railway at Merv : the 
latter is a recently-built branch of the lino which Russia has gradually extended from 
Orenburg to Tashkent, and thence through Samarkand anil Bokhara (Kugan), to join 
up with" the Trans-Caspian railway at Charjui (now called Lcninsk). There are, 
therefore, now two separate lines of railway communication available between European 
Russia ami the northern frontier of Afghanistan. The positions of the two railheads 
are a sufficient indication of the intentions with which these lines have been 
constructed. 

O n the Indian frontier the two main broad-gauge railheads are at Landi Khana, 
the western entrance of the Kliyber Pass, which is LGO miles (by road) from Kabul, 
ami at Chaman, which is 70 miles from Kandahar. There is a third railhead at 
Duzdab, near the point where the Indian, Afghan and Persian borders meet. This 
line, which joins the main Indian railway system near Quelta, was extended from 
Nushki during the Great War to supply the British force operating in Eastern Persia. 
It would be of importance in the event of a Russian invasion through Persia and 
Sistan. 

15. If we pass for a moment to ethnography, the population of Afghanistan is not 
homogeneous. It is broken up into clans, not all belonging to one race, nor speaking 
one tongue, nor even professing the same tenets of the Moslem faith. In the north 
the population is largely non-Afghan, being for the most part composed of Turkomans, 
Uzbegs, and Tajiks, who are racial affinities of the inhabitants of the adjacent Soviet 
Republics of Turkmanistan, Uzbokia, ami Tajikistan. It is to be noted, however, 
that some of the principal Afghan nobles have their homes, or possess lands, in the 
territories north of the Hindu Kush, and that the King, like his predecessors, is 
careful to see that a due proportion of Afghan tribesmen is domiciled in the north. 
In the south the population is wholly Afghan, ami consists of Durauis, Ghilzais, and 
Patlians of the south; whilst in central Afghanistan there are the Ilazaras, a tribe of 
Mongolian origin, Shiahs by faith, and bitterly opposed to Afghan rule. 

10. The characteristics of the Afghan are still much the same as they have always 
been -vanity ; a passionate love of freedom easily degenerating into licence ; treachery 
and greed, a little redeemed by courage. 

A  s regards the general attitude of the educated Afghan towards Russia and 
ourselves, he belie-ves that he is entitled, by his geographical position, to play off the 
one against the other, and to extract the maximum benefit from each ; and he is never 
so happy as when tempting one rival to bid against, the other. lie regards Russia 
with grave distrust, but at the same time misses no opportunity of making use of her, 
partly owing to greed, and partly to show Great Britain that she is not alone in the 
field. By the official classes Great Britain is regarded with mixed feelings. On the 
one hand they charge her with land-grabbing and with having enslaved the greater 
part of the Mohammedan world ; on the other, they have a profound admiration for 
British world diplomacy and Tor His Majesty's Government in London. As regards 
the Government of India, they are unable to forget the events which led up to the 
three Afghan wars; and, in particular, they cannot understand India's reluctance to 
spend money on Afghanistan. The tribesmen who live in the south, and the 
uneducated classes generally, regard the (Englishman as on the whole the most, 
promising of the infidels with whom they have acquaintance. 

A  s regards martial qualities the inhabitants of the north are, broadly speaking, 
vmwarlike and submissive; those of the south are of formidable fighting material. 

17. No description, of present-day conditions in Afghanistan would be complete 
without a brief sketch of the reigning King. King Amanulla is 34 years of age. lie 
is proud, impulsive, and gifted with a vivid imagination. His personality is not 
without attraction, and he is cleverer than any of his Ministers. He is surrounded by 
sycophants who neither dare tell him the truth nor oppose his prejudices. He has 
preserved his despotism almost intact under a camouflage of democratic institutions; 
and ho differs perhaps unacceptably from his predecessors in having only one wile 
and in working 10 hours a day. His father \ised to disappear into the harem for 
weeks at a time and do no other work of any description. The King's zeal for 
modern reform has, however, rather seriously outrun his resources, and this has 
caused much alarm to Afghan? of the old school, lie has accomplished something 
during the eight years of his reign, although much apparent progress is only 
superficial. For instance, lie has sent about 200 Afghan youths to be educated in 
Europe. Ho has started secondary schools under foreign professors, and even a girls' 
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school in Kabul. He has connected Peshawar and Kandahar with Kabul by telegraph 
and a motor road. He is building telephone lines, roads, and aerodromes all over the 
country. Kabul now boasts a modern water supply, and afine hydro-electric plant, 
which provides power Tor the State factories as well as electric light to the city. The 
roads, which used to be insecure, are now usually safe, and foreigners can travel long 
distances without any escort. Like Mustapha Koinal, King A mantilla is adopting 
modern customs, and even modern dress. He suffers, however, from lack of money 
and from too ambitious a programme. The irksome economies and the enhanced' 
taxation which he has lately introduced, and the social reforms, such as compulsory 
female education, which ho is hastening, have made him unpopular, and he is exposed 
in no small degree to the familiar hazards of an oriental ruler. 

18. One must admit then that under the present regime there has been a 
marked change iu Afghan outlook. Up to 1919 the Afghans most deep-rooted 
political passion was to keep the foreigner out; now, of his own free will, he invites 
him within the territory. Up to 1919 his great dread was the introduction of Western 
diplomacy, and his only representative abroad was in India; now he is represented 
in seven foreign capitals. Up to 1919 ho shunned Western invention ; now he 
assiduously exploits it. In the old days the Afghan Government repelled all 
suggestions to extend railways into their country; the present Amir has only been 
restrained by the tact of Sir Francis llumphrys and the economy of our policy from 
proffering a direct request to us to do so. To this point we shall revert later. (See 
Part VII.) 

19. The regular Afghan Army is not a lighting machine in any proper modern use 
of the term. It is true that it possesses modern rifles, machine-guns and breech
loading artillery; but the attempt which has been made to organise it on a European 
model has so far succeeded only in destroying a part of the lighting value which it 
might have possessed had it remained on an irregular, or tribal, basis of organisation. 
Major Dodd, our Military Attache at Kabul, told us that the artiller\r is useless, and 
the machine-gun personnel untrained. He described the Afghan Army as a whole as 
being " entirely incapable of withstanding a Russiau, or indeed any other, invasion." 
But it is to be borne in mind that the King holds au exaggerated opinion of its 
efficiency and potentialities ; and there is always the danger that, if left to himself, 
his overweening self-confideuce might tempt him to try conclusions with Russia. 

20. Reverting after this preface to the political situation, it is necessary to draw 
particular attention to the fundamental change which came over our Afghan relations 
in 111 19. LTp to that time the foreign affairs of Afghanistan were entirely under 
our control; her boundaries with Russia were defined in British treaties; and, ou 
more than one occasion, Imperial Russia had publicly declared that. Afghanistan lav 
outside her sphere of influence. We, for our part, paid the Amir an annual subsidy 
in cash, and we were bound by solemn engagements to assist him in repelling 
unprovoked aggression. In short, Afghanistan was a protected State and wholly 
within our orbit. 

In 1919 the Amir Habibullab, wdio throughout the war had been staunch to his 
engagements, was assassinated. Amanulla seized the throne by ousting the 
recognised heir-apparent ; and, within four months of his accession, d̂elivered a 
wanton and entirely unprovoked attack on India. This was repelled without real 
difficulty, but the treaty of good neighbourliness, which was concluded after protracted 
negotiations, ushered in an entirely new phase in our relations with Afghanistan. 
Her ruler is now wholly independent of xis. No longer have we any control over his 
foreign affairs; no longer do we pay him a cash subsidy : no longer are we pledged 
to assist him to repel aggression. 

21. Soviet Russia was not slow to take advantage of the opportunities which the 
events of 1919 presented to her. All the Czarist treaties—including, of course, the 
Anglo-Russian Agreement of 1907—had been ostentatiously torn up ; Afghanistan on 
her own initiative had thrown off the British yoke ; the door which had so long been 
closed could now—or so it seemed—be prised open. In 1921 the Russo-Afghan 
Treaty, with its million rouble subsidy ; its gifts of aeroplanes and munitions ; and its 
promises of assistance of various kinds, was formally ratified. Afghanistan was no 
longer in our single orbit. In point, of fact, Russian infiltration has been considerably 
greater than our own, for in this matter she has had, and must always have, a 
decided advantage over us. We cannot afford to encourage our subjects to embark 
upon commercial enterprises in Afghanistan, or to take risks, such as Russia willingly 
accepts, with the personnel which we send into the country. 



22. To one particular feature of the existing relations between Russia and 
Afghanistan we desire to draw special attention, namely, the Russification of the 
Afghan Air Force. The Government of India hold (hat one of the chief reasons for 
this startling departure from Afghanistan^ traditional policy of keeping the control 
of her armed forces entirely in her own hands was prompted by our bombiug of 
Kabul in 1919, and by the Amir's anxiety to win security against a repetition of such 
action.0 With this theory Sir Francis Humpbrys is not in agreement. He has 
informed us that the King, when hefirst thought of starting aviation, implored us to 
provide British pilots and, in fact, to take the whole air service under our control, and 
that he has regularly renewed that request every six months. His requests have been 
refused for reasons which can hardly be challenged, namely, the boorish ill-treatment 
which the Afghans afford to foreign employees ; the impossibility of making an Afghan 
air force efficient; the contributions to the cost which are now made by Russia and 
which could not be justified to the Indian Legislative Assembly ; and the impossibility 
of allowing our airmen to bomb Afghan tribesmen, since this would expose them to 
mutilation if captured and embroil them in the civil wars of the country. Although 
the Russian airmen have accomplished some good performances, we are informed 
that they are badly treated by the Afghans, that they are becoming discontented, that 
the Russians have failed to make good their promises as regards the supply of 
machines, and that insufficient money is spent on the force, which is deteriorating 
if it is not actually disintegrating. The force at present consists of 13 aeroplanes, of 
which 11 were supplied by the Soviet and 2 from British sources. There are at 
present only 2 in flying condition. There is a total of 18 Russian pilots and 
mechanics, 7 having recently returned to Russia on completion of contract. Fresh 
Russian personnel are expected. There are also 3 Afghans with some air training, 
but who do not fly. Twentjr Afghans were sent to Moscow to be trained as pilots and 
mechanics; of these, 12 were expected to complete their training as pilots and 8 as 
mechanics by the end of the summer 1027. There are also 7 Afghans training as 
pilots and 11 as mechanics in France. As far as Air Ministry information goes, none 
of these are likely to be of much value to the Afghan Air Force. A number of 
aerodromes and lauding grounds have been established in Afghanistan. We suggest 
a means for countering this development in para. 53 (e). 

23. But, notwithstanding all Russia's attempts at infiltration, Afghanistan has by 
no means fallen under her influence. Sir Denys Bray told us tkatf " it was 
questionable whether the verbal propaganda of the Russians was as much in their 
favour as was generally imagined. The Afghan appraised the Russian at his true 
very low value, and the Russian name did not stanil high in Afghanistan." The 
same witness also said thatf:*'the Amir could not afford definitely to enter either 
the Russian or the British orbit, lie felt that he was situated between ' the upper 
and the nether millstone.' He professed himself as being well aware of the danger 
to which he was exposed from Russia, but he thought in the vanity of his heart that 
he was capable of dealing with the danger." In Sir Francis Humphrys we have an 
official of the highest quality for the maintenance of British influeuce at Kabul. 

24. The collapse of Czardom has of course effected a fundamental change in the 
political situation since the days of Lord Morley's Inquiry. In the days of Czarist 
Russia we dealt with a normal and balanced diplomacy, and London and St. Petersb\irg 
were the diplomatic battle-grounds on which the integrity of Afghanistan was fought 
for and, in the event, secured. lu those days Russia could not. afford to lose the 
advantages of normal relations with us or to face the dangers which would arise on 
the international chessboard from a rupture. The situation to-day is of course wholly 
different. 

25. It is not altogether easy to judge how far the modern Russian army constitutes 
au efficient and modern lighting machine. The Foreign Office has furnished us with 
a Memorandum^ on Russian Fxpausiou into Asia, which suggests that, judged by 
the standpoint of recent history, the Russian character is iucapable of so formidable 
an operation as the crossing of the Hindu Kush, and we have received considerable 
evidence in support of this view. We are told$ that General Hoffman, who was 
Germany's military delegate at the Peace of Brest Litovsk, and who has since then made 

* Sir Donys Bray's evidence, Minutes of 1st Mooting, page 5, and Government of India Despatch 
No. 9 (enclosure to O.I.D. Paper 149 D). 
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a special study of conditions in Russia, summed up Ins views as regards the military 
capacity of the. Red generals in two sentences : - " Whether Budyaui, the ' Red Marat,' 
as his admirers call him, is able to lead even a single cavalry division remains 10 be 
seen, it also remains to be seen whether Red Russia possesses a single higher oflicer 
capable of leading an infantry division in battle, to say nothing of strategy on a 
large scale." As regards the state of the equipment and the trustworthiness of 
the bulk of the Soviet troops, General Hoffman is even more disparagingBoth 
armament and equipment are in part, at least, good. That is to say, as far as the 
60,000 picked men whom we generally refer to as the Cheka are concerned . . .  . 
The rest of the troops of the Red Army arc, however, according to the information 
available, without, exception, extremely ill-equipped and armed. To make matters 
worse, the general trustworthiness of these troops is so doubtful that, in many cases 
their weapons have to be taken away from them when they arc off duty. The 
instruction of these men is conducted rather on political than military lines." 

Sir Robert Hodgson, on the other hand, lately His Majesly's Charge d'Affaires at 
Moscow, told0 us that he thought General IIolunan\s estimate was applicable to the 
Russian Army of 1.922, but not to the army of to-day, and that there has been a 
distinct, improvement during the lastfive years, not only in the army but also in the air 
force. Sir Robert's general conclusion was, that the army supported the Government, 
but had no particular desire to light. " In fact,, it might be said that both for 
political reasons and in a military sense, it was strong for defence; but for political 
and military reasons it was not a good weapon for aggression. It was still definitely 
below the standard of efficiency of the Czarist army, and, indeed, it was doubtful if it 
would ever attain that standard under the existing regime." 

With regard to the question of maintenance, Sir Robert Hodgson thought that it 
would be unsafe to assume that Russia could not despatch considerable forces to her 
Afghan frontier, and maintain them there. Although their railway stock is largely 
worn out, there is, apparently, plenty of it, ami it could be patched up to meet 
requirements; moreover, the permanent way is in fairly good order. 

2(5. In these circumstances we have, for the purposes of this enquiry, adopted a 
military assumption, which probably errs on the side of prudence, namely, that 
Russia—if and when she decides on aggressive action—must be reckoned, at any rate 
numerically, as a first-class military Power. At the same lime, Sir Robert. Hodgson 
has told us that, although the Soviet Government is obsessed by the fear oi" encirclement, 
it " has at the present time neither the will nor the capacity to take aggressive 
action." We accept, this view, and its implications that the danger from that quarter 
is not imminent; and we have therefore adopted the further assumption that we may 
count on a time margin in which to complete our precautionary measures and perfect 
our plans. Nevertheless, matters like army organisation, and railway construction, 
are nor. processes capable of summary despatch ; and it is therefore important that 
our general policy on these and other cognate questions should be determined without 
unnecessary delay. 

27. Whatever may be the capacity of Russia for actual war, it is of course 
notorious that the Soviet regime has developed the more insidious arts of propaganda 
to tho highest degree of perfection. By these methods a ring of Moslem States, 
conducted on Bolshevist lines and acknowledging the authority of the Russian Soviet, 
has been created on the northern borders of Afghanistan, contiguous with those 
Afghan provinces with whose population they have close racial affinities. Sir Francis 
Humphrys told us that the Russians are making great efforts to popularise their rule in 
the new Nationalist Republics of Turkinanistan, Uzbegistan and Tajikistan, and carry 
on ceaseless propaganda among the Afghan tribes north of the Hindu Ivush in the 
hope of associating them more closely with their affinities in the north. At present, 
however, although Afghan rule is very oppressive, the tribes prefer it to the Russian. 
The Kins irf alive to the danger and is taking steps to deal with it. In Sir Francis 
Humphrys' view, provided that the tribes in the north were not, assisted by Red 
troops, tLs King could, in a very few weeks, deal with any movement on their part. 
" He would make a terrible example of them." Nevertheless, we have kept this new 
factor constantly before our eyes. 

28. Even the intervention of Japan would not prevent Russia from putting in the 
field tho forces required for an advance through Afghanistan to India. Wo have 
therefore excluded Japan from our consideration. But in this general review of tho 
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present situation we feel bound to mention the termination of the Anglo-Japanese 
Alliance. In this respect the weights have been changed to our disadvantage. 

29. Finally, of the new factors since the days of Lord Morley's Report, one of the 
most important, as affecting the problem under discussion, is the advent of air power 
and the advance of mechanisation. At this stage we merely invite attention in general 
terms to the potentialities of air and mechanised forces in a country like Afghanistan̂  
aud to the advantages which accrue to us as a result of these developments. 

IV. -The Integrity of Afghanistan. 
30. In the preceding summary of the situation we have observed that our treaty 

obligation to assist Afghanistan in repelling Russian aggression no longer exists. 
The policy of earlier years, however, rested on expediency no less than on treaty 
obligation. " Plainly, no peace would be satisfactory," wrote Mr. Balfour in 1903, 
" which left Russian outposts materially nearer our present frontier than they are at 
present" (O.I.D. Paper No. 150-7)). Similarly, Lord Morley's Sub-Committee 
reported :—" We consider that alike by definite treaty and by our own plain interest"' 
our obligations to guard . . .  . the integrity of Afghanistan are unimpaired " 
(Paper D.L. 2). Mow far does this obligation of interest still remain ? The answer 
turns mainly on the question of how far the integrity of Afghanistan is essential to 
the defence of India. 

31. The military appreciations of both the Chief of the Imperial General Staff 
aud of the General Staff in India (which, as we shall see later, differ in some 
important respects) are at one in regard to the importance of a definitely friendly 
Afghanistan. This is a primary condition of their strategical plans. Sir Andrew 
Skeen told us that if the Afghans were unfriendly " the tribes on tins frontier would 
be against us to a man."  "H the Afghans were hostile or unfriendly,'1 say the 
General Staff in India, "a military situation of the greatest gravity would be 
inevitable." We should have to resign ourselves—except perhaps in the south-west— 
to the defence of India on our own frontier, a line which was condemned in striking 
language by Lord Napierj as far back as 187S, which has been consistently rejected 
by all pastj enquiries, and which Sir Andrew Skeen aptly described to us as the 
"last, ditch." We should have to employ larger forces to keep the tribes on our 
frontier in check and to maintain internal security in India itself. In fact a far 
higher standard of preparation, involving heavy expenditure in time of peace, would 
be essential both at Home and in India. 

32. The question now arises as to whether we can count on a friendly Afghanistan 
unless we are prepared to assist her to the full extent of our power to retaiu her 
northern provinces. The Indian Governments view on this point is as follows : — 

The loss of Herat and of her territory north of the Hindu Kush woidd 
deal Afghanistan a grievous blow and set up a serious situation for India. 
But it would not in itself mean the loss of her efliciency as a buffer; the 
inhabitants are non-Afghan in race and sentiment, aud in some sense detract 
from the cohesion of the State. Shorn of her northern provinces Afghanistan 
would suffer heavy economic loss. But history has shown that xUghanistan 
can exist as a State without them. For the welding of the various provinces 
into one kingdom is, after all, of comparatively recent date, and the Afghan 
portions, if they survived the first shock, might acquire greater cohesion and 
greater determination to resist the Russian advance, while the main physical 
barrier between Russia and India would remain uupierced." 

Consequently the Indian Government would not treat the seizure of northern 
Afghanistan as a casus belli. They would seek to restore the situation by indirect 

* Italic are not in tho original. 
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support 1.0 the Afghans, oven to the extent of committing unneutral acts, by giving 
them munitions, money, &c, if such support were necessary for the consolidation of 
what remained of Afghanistan. 

33; Sir Francis lluniphrys takes a very different view. He points out that I ho 
King, like his predecessors, is careful to sen that a due proportion of Afghan 
tribesmen is domiciled in the north, and that some of the most influential men in the 
State possess lands in those parts, and that therefore the inhabitants of the north can 
by no means be regarded as wholly non-Afghan. He emphasises the importance of 
tho northern provinces from the point of view of food supply and revenue, and he 
concludes:— 

"It is safe to say that, if the income from the north wen; cut olf, there would 
lie no money to pay the army and chaos would result. 

"The south-eastern provinces would then almost inevitably break up into 
separate tribal communities, and there would be no Central Government or 
ruling Amir with whom relations could be satisfactorily maintained. In my 
view, what, remained of Afghanistan woidd fail to function as -an efficient 

0buffer. . . . "  
In his verbal evidence as to the effect of a refusal on our part to co-operate with 

Afghanistan in turning Russia out of the northern provinces, Sir Francis was even 
more emphatic :— 

"If Russia were to take a full step towards India, and we were to decline 
to turn her out, we should be regarded by every Afghan as traitors, and we 
should be hated by the -Mohammedans in India and also by the Persians, who 
foresee similar trouble for themselves."")" 

y C- o 0 

"From the political point of view it would be dangerous to fight defensively 
on the line proposed (i.e. the Hindu Kush—llelmand line) since the Afghans 
would suspect us of designs to partition their country with Russia. The 
Afghans were already apprehensive on that score, and they would inevitably 
regard our attitude towards Russian encroachments as tho test of our 
intentions." 

34, If Sir Francis Humphrys is right, it would follow that a refusal on our part 
to co-operate with the Afghans in turning the Russians out of the northern provinces 
would result either in their falling definitely under the rule oT Russia, or in a break
up of the country. In either event all hope of a friendly Afghanistan would vanish. 
The primary condition of the military plans of the Chief of the Imperial General Staff 
and of the General Staff in India would remain unfulfilled. Both India and the 
Empire as a whole would be confronted with a military situation of the utmost 
gravity, either in peace or in war, involving heavy and constant expenditure. 

35. In these circumstances we think that, irrespective of moral obligations, the 
material consequences of any substantial Russian encroachment would be no less 
dangerous to India and no less disastrous to our general interests at the present time 
than they were in tho past. But whether we describe the integrity of Afghanistan as 
"essential" or merely as "important," it is evident that we ought not to allow 
ourselves to drift into a perilous situation such as that described above, if by any 
means it can be avoided. It is true, as the Government of India point out, that we 
are no longer able to protect Afghanistan by the ordinary weapons of international 
diplomacy. It is true that we are weakened, as compared with earlier years, by the 
alteration of our treaty relations with Afghanistan and by the termination of the 
Anglo-Japanese Alliance. In the last resort, however, tho question turns, as it has 
always turned, on whether we have the military power—not to prevent a temporary 
occupation by the Russians of the northern part of Afghanistan, which is admittedly 
beyond our capacity—but, in co-operation with tin; Afghans, to turn them out as the 
result of a more or less prolonged war. To that problem wo will now direct our 
attention. 

V.—The Military Aspect. 
30. On the military aspects of the problem the advice on which the Government 

of India have based their opinion differs somewhat from that givon to us by the 
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Chief of the Imperial General Staff and the Chief of the Air Staff. Both the Indian 
and the Home Staffs advocate holding Kabul with the object of supporting the 
Afghans—more especially by strong air forces-in resisting tho occupation of the 
northern provinces, in holding the passes and generally in delaying the advance of 
the enemy to the Hindu Kush. Both advocate the immediate occupation of Kandahar. 
The General Staff in India would then occupy a position on tho Helmand and allow 
the enemy to advance through Herat and Farah, with a view to falling upon him 
when his communications are fully extended. The Chief of the Imperial General 
Staff, wKile recognising that events in the southern theatre would develop more 
slowly, would adopt an offensive policy from the outset and would advance from the 
Helmand with mechanised and air forces, supported by the maximum laud forces 
that can be maintained by the extension of the railway from Chaman, with a view to 
engaging and defeating the enemy at the earliest possible moment, before he can 
organise his advance and before Afghanistan has lost heart. The latter plan is 
designed to prepare tho way for driving the enemy out of Afghanistan, the former 
for the defence of India on the Hindu Kush-llelmand line, which covers only the 
southernmost provinces of Afghanistan. 

37. W e do not wish to emphasise unduly this difference of opinion, and we think 
it is easily explained when the different points of view of the two Staffs are taken into 
consideration. The General Staff in India, no doubt, felt difficulty in assuming that 
Great Britain would be prepared to make an effort for the eviction of Russia from the 
remote and unknown area of Afghanistan commensurate with the requirements of the 
situation. They were, of course, aware that the preparedness of the Indian Army, on 
whom tho first brunt or the war would fall, is at present based on the assumption that 
the maximum external danger to India is from Afghanistan and the tribes. They 
were also doubtless influenced, if only subconsciously, by the knowledge that the 
economies resulting from the Inchcape Committee of 1U22 had seriously depleted 
their resources, and by the difficulties they have encountered in securing the funds 
necessary for further development In these circumstances it is not very surprising 
that they should hold that we canuot expect in the most favourable circumstances of 
Afghan co-operation to recover by direct military action the northern provinces of 
Afghanistan. 

3S. The Chief of the Imperial General Staff, on the other hand, basing himself on 
the assumption that the Empire would be prepared to make the necessary effort, and 
that certain essential antecedent measures would be undertaken, is confident that we 
could do so. He had in mind also the intended reorganisation of the British Army in 
the direction of mechanisation, to which he had just given a great impetus; and both 
he and the Chief of the Air Staff were no doubt influenced by the development which is 
taking place in our capacity to reinforce the air forces in India from Iraq and Fgypt. 
The terrain west of the mountain ranges in Afghanistan is, in fact, peculiarly suited 
to the employment of a mechanised force supported by air forces. 

39. In view of this difference of professional opinion, after hearing the views of 
the Chief of the Imperial General Staff, the Chief of the Air Staff and of Lieut.-Geueral 
Sir Andrew Skeen, the Chief of the General Staff in India, we thought it right to obtain 
the opinion of independent military authorities. Field--Marshal Lord llaig, whose 
study of this problem dates from 18SS, and who was Inspector-General of Cavalry, 
and later, Chief of the General Staff in India under Lord Kitchener, emphatically 
supported the views of the Chief of the Imperial General Staff. " 1 am confident," 
said Lord Haig, " that, with reasonable preparations, we can follow up a declaration 
of Avar by successful action." And again, "Given adequate preparation, we can look 
with confidence to inflicting decisive defeats in the Eastern theatres. History leads 
us to believe that, in the face of such local defeats, Russia will make peace on almost 
any terms." Field-Marshal Sir Claud Jacob, a member of our Sub-Committee, who 
was recently Chief of the General Staff in India, and who has a lifelong knowledge 
of this problem, also expressed himself in full accord with the Chief of the Imperial 

1General Staff.8
40. In view of this preponderance!!of high military opinion, we have no hesitation 

in endorsing tho views of the Chief of the Imperial-General Staff. We approve in 
principle tho plan which ho has drawn up in outline ; and wo are particularly 
impressed by the illuminating conception of the execution of the operations on the 
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left wing by mechanised forces, of au entirely novel character. The Chief of the 
Imperial General Staff has made it plain that his plan is as yet by no means concrete, 
and that considerable experiment and research is required before the principles which 
he advocates can be put into effective practice. In view of our assumption (in 
para. 20) that the danger of Russian aggression need not be regarded as imminent, 
we think we may count on the necessary time margin. 

41. Having thus satisfied ourselves that the northern frontier of Afghanistan can 
be recovered by direct military action, provided the Empire is prepared to make the 
necessary effort, we recommend, mutatis mutandis, the reallirmation of the recominenda
tion of Lord Morley's Sub-Committee, that " by our own plain interest our obligations 
to guard the independence and integrity of Afghanistan are unimpaired, and that the 
deliberate crossing of the Oxus or the occupation of Herat by Russia would be the 
violation of a frontier which we are bound to defend." We also follow Lord Morley's 
Sub-Committee in assuming that in the last resort " Russian action of the kind 
indicated would ho followed by a declaration of war against that Rower." 

-12. It is impossible to define precisely the kind of Russian action that would 
justify so extreme a measure, more especially now that we have, no treaty engagements 
either with Russia or Afghanistan. Each case will have to be decided on its merits. 
Sir Francis Ilumphrys has made some valuable suggestions0 on the subject, which 
we think might provide a valuable guide as to the attitude we should adopt in varying 
circumstances. 

VI.—The Implications of the Policy recommended. 
43. Having defined the policy which we recommend—which is, broadly speaking, 

similar to that adopted by the Committee of Imperial Defence in 1907—it remains to 
examine the implications of that policy both in the military and political spheres. 

44. In the military sphere we have invited the Chief of the Imperial General 
Staff, in consultation with the Chief of tho Air Staff, to elaborate his plan in full 
detail, beginning from thefirst day of mobilisation, and showing what is contemplated 
at each stage during thefirst year, on the assumption that a violation of the frontier 
of Afghanistan, of such a nature as to constitute a casus belli, has in fact taken place. 
We have instructed the Chief of the Imperial General Stalf to base his plan on the 
assumption that conscription would not be enforced during thofirst year of a war, 
but that up to 250,000 men of good quality would be obtained by voluntary methods 
in the first three mouths after the outbreak of war. We are aware of the immense 
advantages of some form of compulsory service, both from a military and an 
administrative point of view, but we are convinced that it woidd be impossible, in the 
early days of a war in so remote a theatre as Afghanistan, to bring home to the nation 
the vital nature of the conflict. We think it safe to assume, however, that there 
woidd be sufficient enthusiasm to produce by voluntary meaus the number mentioned 
above. 

45. We have also invited the Chiefs of Stalf Sub-Conunittee to examine what, 
means exist of exerting pressure on Russia elsewhere than in Afghanistan. They are 
now engaged on an intensive study of this question ; but from an Interim ReportJ 
with which they have furnished xis, it is clear that none of the operations which can 
be undertaken in other parts of the world are likely to be productive of decisive or 
even of very important results. 

In this connection the Advisory Committee on Trading and Blockade is examining 
not only the extent to which economic pressure could be applied to Russia, but also 
the economic consequences to tho British Empire of a war with Russia. This 
examination will largely determine the general plan of naval operations. In addition 
enquiries have been instituted as to the areas in which Soviet Russia is likely to 
endeavour to thwart us by propaganda, tho form their activities are likely to take, and 
the methods which might be adopted to counter these activities. 

40. In the course of our Inquiry it has come to our knowledge that neither the 
Army nor the Royal Air Force in India are at present capable of fulfilling tlie role 
assigned to it in the strategical plans of tho Chief of the Imperial General Staff. 
That role is as follows : — 

1. On the Northern Lino— 
((.) At the otitset to secure Kabul and the area south of tho Hindu Kush passes, 

and thence to support a continuous offensive north of the Hindu Kush by 
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our Air Force, supported and exploited by Afghan military forces with a 
British stiffening. 

(b) loiter, to develop the bulk of the Field Army of India in the Kabul area, for 
use as circumstances may dictate. 

II. On the Southern Line— 
To secure the line of the Helmand and cover the Kandahar Province, 

developing communications to permit of an advance towards Herat on the 
arrival of reinforcements from overseas. 

I IT. To maintain order in India and in the frontier areas. 
17. Lieut.-Gen. Sir Andrew Skeen has furnished us with a Memorandum0 setting 

forth his personal views as to the measures required to enable the Army in India to 
carry out these duties, covering such matters as shortage of British and Indian 
personnel, signals, transport, remounts, equipment of all kinds, Air units. Tank 
Corps, &c. We understand that these deficiencies arc in large measure due to 
reductions effected on the recommendations of Lord lnchcape's Committee : and we 
desire to draw attention to the fact that this retrenchment scheme contained an 
important stipulation to the effect that the military position should be reconsidered 
when the financial situation of India had improved. Lord Reading told us that the 
late Lord Rawlinson regarded the reductions with considerable misgivings, and that 
he was most insistent on the inclusion of the stipulation we have quoted. -Moreover, 
it. was only on that express condition that the Cabinet agreed to the scheme. 

IS. This brings us to the whole question of the incidence of the cost of bringing 
the Army and Royal Air Force- in India up to the required standard of preparedness; 
and we have been impressed by the fact that, notwithstanding the economies recently 
effected, the net military expenditure of India is still no less thanfive-sixteenths of 
the total revenue. 

On this subject Sir Basil Blackett made an interesting! statement. He told us 
that *' from the political and economic point of view there was a crying need for 
increased expenditure on ' nation-building' services, and that the expenditure of 
55 crores on the non-productive service of defence was regarded both by the 
Governments in India and the Indian people with suspicion and envy; that the 
possibilities oT increased central taxation, for any purpose whatsoever, was at present 
very small, and, for military purposes, non-existent." and that, therefore, it was 
" difficult to conceive an increase of the military budget," even so far as to compensate 
lor the reductions effected on the recommendations of the Inchcape Committee ; and 
that India " had no easily available war reserve." 

Sir Basil summed up by saying that " although there were admittedly deficiencies 
in India's military preparation, it was impracticable forfinancial, political and 
economic reasons to remedy these deficiencies rapidly in the immediate future." 
Sir Basil Blackett also informed us that the Indian Government is considering a plan 
for the stabilisation of the military budget for a period of years, in the hope that the 
Army in India will itself effect savings, which it will be permitted to expend on 
remedying some of the present, defects in military organisation and equipment. But 
we did not gather the impression that very substantial sums would accrue from this 
source. 

49. The Government of India has in the past arguedj that, the cost of defensive 
preparations outside of those required for what are admittedly the functions of 
Indian defence, such as war with Afghanistan and the tribes, and the maintenance of 
internal order, should be an Imperial charge. The Home Government has never 
admitted this contention, but it has never in terms rejected it. The wider question 
whether India pays too much or too little of the cost of Empire defence generally 
lies outside our terms of reference, and we express no opinion on it. But, subject to 
any decision that may later be taken on it, we are of opinion that lndia's responsi
bility for preparing in time of peace for the problems of defence which we arc
considering will be discharged if her forces and their equipment are brought up to a 
scale adequate for war with Afghanistan and the tribes of tho North-West Frontier, 
or to enable India to co-operate with the Imperial Forces, in accordance with therdleg 
assigned to her by agreement between His Majesty's Government and the Government 
of India in the greater contingency of war with Russia in defence of India. In this 
connection it is observed that the Army in India is short of some 2,500 British 
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officers aud some 15,000 men to meet her war requirements for even tliis limited 
liability. This deficiency can only be made good by the British Army in England. 
In regard to the Royal Air Force in India, when the two additional squadrons 
recently authorised have arrived no reserve aircraft to replace even normal peace 
wastage will be available for them in India. 

We earnestly commend the whole question of the preparedness of the Army and 
Royal Air Force in India to meet the realities of the situation for the serious 
consideration of the Government of India; ami we hope to return to this question in 
a later report. 

50. We turn now to the implications of our proposed policy in the political 
sphere. Wo have already emphasised the paramount importance of Afghan goodwill 
aud co-operation; and it is reassuring to learn0 that " there has been of late a steadv 
improvement in the attitude of the Afghan Government towards our frontier tribes, 
and in its appreciation of the responsibilities and duties of neighbourly conduct." 

Nevertheless, there is one disquieting feature in our present relations with 
Afghanistan. She has everything to hope for from us and nothing to fear. From 
Russia site has everything to fear and nothing to hope for. And 3'et, to some extent, 
she tends to lean towards Russia and to hold aloof from us. The position is 
uncomfortable, dangerous and paradoxical ; and wo should make every effort to 
remedy it. 

51. Sir Francis llumphrys has informed us that the King and his Ministers have 
constantly hinted that the " Neighbourly Treaty " should be replaced by a "Treaty 
of Friendship"—that is, by an instrument which would confer greater material 
advantages on Afghanistan in return for a vague expression of goodwill towards 
England. But he points out that the chief objection to such a treaty is the existence 
of a similar agreement between Russia and Afghanistan and the probability that 
negotiations would develop into an Anglo-Russian auction. He considers, however— 
and we agree—that the time has now come when we should do something to mark 
our appreciation of the King's recent friendly behaviour and to emphasise the 
community of the' interests of Afghanistan and the British Empire in the face of 
Russia. 

52. In tho first place, he suggested that King Amanullah would greatly prize a 
personal gift from His Majesty the King, and also that it might be diplomatic to award 
a high British Order to him. In pursuance of the former suggestion a pair of sporting 
rifles had been purchased, with His Majesty's approval, with a view to their being 
presented to the Amir by Sir F. llumphrys on his return to Kabul, after which His 
Majesty had agreed also to consider further the question of a British Order. The 
position has, however, since been entirely altered, so far as the question of the 
development of friendly relations with the Amir personally is concerned, by the 
announcement of his forthcoming visit to Europe. The proposed gift of rifles from 
the King is being held in suspense, and the question of personal relations with King 
Amanullah will naturally resolve itself into one of the treatment he receives when he 
visits this country. We understand that he has accepted with every sign of appreciation 
the invitation of His Majesty the King to visit him in London, and also offers made to 
him by the Government of India to entertain him officially in India and to provide 
passages from India to Egypt. It appears not at all impossible that he may seek 
to make his visit to England the occasion of discussing also the question of the 
development of friendly relations with Afghanistan generally. 

53. In this connection, Sir Francis Humphrys had suggested to us that our 
relations with Afghanistan might be materially improved, and our position substantially 
strengthened, if we were to assist the King more actively in the development of his 
country. The directions in which this might be doue are briefly these:— 

(a) Definite acceptance of the principle of assistance in the development of road 
and telegraphic communications with India. 

(It) Assistance, both expert andfinancial, in tho construction of any railways in 
south-eastern Afghanistan which are held to bo beneficial to British as' well 
as to Afghan interests. We elaborate this proposal in Part VII. 

(c) Assistance in establishing exchange banks in Afghanistan. There are at 
present no such banks, although the Russians have recently mado great 
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efforts to institute them as bases of propaganda. We are given to understand 
that reputable English banks might be ready to establish branches in 
Afghanistan, without any direct financial assistance from Government, 
provided they were given a contingent guarantee of compensation for loss 
in the event of their premises or specie being raided. The Amir would 
have to be manoeuvred into tho position of asking for our assistance in this 
matter. It would be a great mistake for us to make the first move. 

(d) Assistance in reorganising the Customs and Posts and Telegraph Departments-
These are in a deplorable state of inefficiency. Their reorganisation 
would produce a largo increase in the annual revenue of the country and 
thus strengthen the Central Government. It is inadvisable that we should 
ourselves undertake this reorganisation, since wc should inevitably he 
accused of manoeuvring the Customs to our advantage ; and wc have arranged 
that Sir Francis Humphrys should consult with the Foreign Oflice as to the 
country which might be suggested to the King as the most suiUible agents. 
Here again the request should come from him. 

(e) The establishment and maintenance of a civil air service between Kabul and 
Peshawar, conducted by British pilots and subsidised by the Government 
of India. This would, we think, have the great advantage of ousting the 
Russo-Afghan Air Force (see para. 22 ante), and would give British pilots 
experience of regular flying over Afghan territory. There is, however, this 
practical difficulty, that the Legislative Assembly might not be willing to vote 
the necessary funds for a flying service of this kind. We attach great 
importance to the proposal and trust that it will bo possible to overcome 
this difficulty. Here again, however, the initiative must come from King 
Amanullah himself. 

The Secretary of State for India has communicated our views on the above 
proposals to the Viceroy. 

54. Finally, there is the question of British representation in Afghanistan. At 
present, our Consulates at Kandahar and Jelalabad are in charge of Indians, who 
have, we are told, proved entirely unfitted to represent British interests or to uphold 
British prestige. Moreover, their employment is keenly resented by the Afghans. 
We consider that substantial advantages, both in the political sphere and in the 
matter of Military Intelligence, would accrue from the substitution of Englishmen 
for Indians at these Consulates. 

Further, we have, at present, no Consulates at Herat and Mazar-i-Sharif. As a 
result, there is a gap of 1,500 miles between Kashgar and Meshed in which there is 
no Intelligence organisation ; and it is impossible to get reliable information of 
Russian activities in northern Afghanistan. Accordingly, we consider that steps 
should be taken to establish Consulates, with Englishmen in charge, at both these 
places. It has been suggested to us that this would inevitably result in the Russians 
demanding Consulates at Kandahar and Jelalabad. In our opinion this contingency 
may be regarded without anxiety, more especially if effect is given to the suggestion 
that Englishmen should replace Indians as Consuls at the places in question. 

The Secretary of State for India has communicated our views on the above 
propositions to the Viceroy. 

55 The moral elfect of the above measures would be increased, and the value of 
the material assistance which we hope to receive from Afghanistan in the day of 
emergency- would be enhanced, if steps were taken to strengthen the Afghan Army. 
In view of the events of 1919, there is, admittedly, some risk in this; but, if 
Afghanistan is to be our ally in war, and if her assistance is to be effective, we 
must cease to treat her as a potential enemy in peace. Moreover, the strengthening 
of the army would enable the King to deal more adequately with tribal risings, and 
tend to stabilise internal conditions in Afghanistan ; and it is axiomatic that the 
preservation of the authority of the Central Government is in otir best interests. Sir 
Francis Humphrys has suggested0 that a gift of pack artillery—up to six batteries— 
might be considered ; other useful gifts would be machine guns, armoured cars, 
motor lorries and tanks. He thinks that gifts of military material would probably be 
followed by tho appointment of an Afghan Military Attache in London, and that this, 
combined with the periodical visits of Afghan officers to manoeuvres in India and 
with the attachment of Afghans to British units or courses of instruction, would 
tend to promote liaison. 
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50. We agree generally with tho above suggestions, but we think that any 
artillery supplied to Afghanistan should be of an obsolete pattern. Iti any case the 
whole question will require the closest consultation with the authorities in India, and 
the Secretary of State for India has communicated our views to the Viceroy. 

57. As ax corollary to the policy of strengthening the Afghan Army in peace it is 
perhaps desirable that the measures whereby it can be further strengthened in war 
should be predetermined. Hut until the plan has been elaborated in detail, it is 
impossible to make any specilic recommendations. At this stage, therefore, we 
con line ourselves to suggesting that, on the outbreak of a Russo-Afghan war in which 
Great Britain might be called on to participate, a strong Military Mission, equipped 
with aircraft, should be despatched to Kabul at. the earliest possible moment. 

VII. -Railways in Afghanistan. 
58. Finally we come to the difficult question of railways. The Chiefs of Stalf 

in both their preliminary reports on the military aspects of the problem under 
consideration, strongly recommended the construction of railways from Ohaman to 
Kandahar and from Landi Khana to Kabul. 

58. The project of the extension of the Indian railway system into Afghanistan 
is, of course, no new one. As far back as ISO I it was warmly advocated by Lord 
Roberts ;c' and it has since been a frequent subject of controversy. But whatever the 
arguments and counterarguments that have been sustained from time to time in 
Simla and London, the attitude of Kabul towards railways has been unequivocal, and, 
until recently, consistent. Bast Amirs would have none oT these things Now, 
however, we are told that the position has diametrically changed ; and that Amanullah 
is as determined to have railways as his predecessors were to exclude them, lie has 
frequently told Sir Francis Ilumpltrys that it is only by such a policy that Afghanistan 
will be considered by Europe to have emerged from barbarism and lie " recognised 
as an Eastern Rower"; and, on various occasions, he has only with difficulty been 
deflected from profferinga direct request to us for assistance. In these circumstances, 
the question of railway extension into Afghanistan can no longer be treated as it has 
so often been in the past. Our policy must be pro-determined, and our Minister 
forewarned ; the more so, since our enquiries have disclosed a divergence of 
authoritative opinion. 

00. The Government of India consider that, from the technical, commercial and 
economic aspects, there are strong arguments in favour of railway extension into 
Afghanistan; while, with regard to the political aspect of the proposition, they hold 
striking language: — 

" Arid the. political advantages are great indeed that would accrue to India 
with railways running freely between Kandahar and Quetta, Jalalabad and 
Peshawar, fostering civilisation in Afghanistan, as perhaps nothing else could, 
linking the two countries together by ever-strengthening ties of commerce and 
intercourse, and affording the tribesmen on both sides of the frontier a 
continuous demonstration that. Afghanistan and India were at last acting in 
unison." 

' Extract from a Note, dated 2(ith August IS91, by Sir Frederick Roberts, Uommander-in-Ghief 
on tlu- insufficiency of the. garrison "j India to meet our actual and protective military 
event of a con/lief with linxsia. (Enclosure to C.T.D. Paper A'o. 7 D.) 
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'2(\. There is one met hull open to us which would improve our strategical position, and somewhat, 
reduce our demand on the Home Government for British soldiers; and that is tlie extension of our 
railway system to the principal points we should admittedly bo obliged to occupy in the event. .of war. 
The construction of trans frontier railways would, 1 lirmly believe, produce political and military results, 
tho value and importance of which can scarcely be exaggerated. In the first place, the Afghans and tho 
tribes on our North-West Frontier would clearly perceive that we were determined to maintain our 
supremacy throughout tho territory traversed by those railways, and to prevent the annexation of their 
country by Russia. They would gradually be brought into contact with us, and would be subject to our 
civilising influence. Hy being- provided with a fair recompense for their labour and a lucrative outlet 
for their agricultural produce, thoy would have inducements to abandon their predatory habits, which 
are due in a great measure to their poverty. In short, ibo best, if not tho only means of bringing 
Afghanistan under our control without undermining its independence is to establish railway 
communications between it and India. In the second place, it. would be superfluous for me to onlurgo on 
tho advantage we should gain in a military sense by being able at. once to occupy the Kabul-Kandahar 
alignment by means of railways instead of roads. The force holding our linos of communication might 
be reduced by at least two-thirds, commissariat and transport dillieulties would bo lessened and tho 
mobility—and consequently the eftieiency—of our Held army would be materially increased. 

*  * * * * * * 



OT. On the other hand, they consider that there are grave disadvantages. They 
draw attention to " the internal difficulties which the King might have to overcome 
before he could get so startling au innovation safely and firmly launched " in the face 
of the unpopularity of his passion for reform, " aud the consequent rcstiveuess of a 
naturally disunited, undisciplined, and conservative people." They fear that it 
would almost certainly have the effect of stimulating Russia " to force the pace 
generally in Afghanistan." They point out that a loan to Afghanistan would be 
necessary; that this loan would presumably have to be granted by the Indian 
Government; and that it would almost certainly never be directly liquidated. It 
would in fact from a purely financial point of view be unproductive expenditure. 
Not only that, but the grant of so material a subvention would have a "prejudicial 
effect on the Afghan Government and on the trend of our Afghan relations generally." 

Finally -and most important of all—they enumerate the strategical dangers, as 
estimated by the Indian General Staff, in the following terms :— 

" I. As regards war with Afghanistan alone, though railway extension in peace 
towards our objectives, especially in the direction of Kabul, woidd be all to 
our advantage, it would not be essential to the success of our plans. 
Moreover, by speeding up construction in war the advance of railhead 
should be sufficiently rapid to be of value to us in the event of more 
extended operations being forced upou us than those we at present 
contemplate. 

" 11. As regards war with Russia in Afghanistan :— 
" (a) We should have no prospect of eventual success without railways supporting 

our armies; but without similar aid the Russians could uot develop 
important forces either. 

" ( I t ) Even if we leave it to Russia to initiate railway extension into Afghanistan, 
geographical conditions give us a time margin which should be sufficient to 
enable us to forestall Russia in strength at the points strategically most 
favourable to us, viz., in the Kabul area and on the line of the Helmand. 

"(c) We can therefore view a Russian start without panic, provided we can count 
on being able to begin counter construction without delay. 

"III. Extension of railways either from Russia towards Herat or from India towards 
Kandahar must eventually create a demand for their continuation through 
Afghanistan. Any move, Russian or Indian, carries with it, therefore, the 
risk of starting a railway race and of bringing Russia and India face to lace, 
whether in Afghanistan or on the Indian frontier. This contact may be 
inevitable, but we should do nothing to hasten it. It would mean the 
maintenance of a larger army in India, increase the chances of conflict, ami 
set up a state of constant insecurity on the frontier. 

"IV. Hence, however attractive the iuitiation of railway extensions from India may 
be from the point of view of war with Afghanistan alone, its advantages 
cannot be weighed against the great disadvantages of the wider and more 
remote consequences." 

U2. In these circumstances the Government of India consider that " all other 
argtuuents, strong though they are, and but for strategical reasons almost conclusive 
in their combined effect, must give way before the paramount necessity of doing
nothing which might, prejudice the defence of India ; " and they summarise their 
conclusions in the following terms :— 

"There would be much danger in precipitate action, whether on our part or 
the Kiug's. It would in any case be unwise for us to make thefirst move, 
even to the extent of encouraging the King to broach the subject. Should he 
do so of his own initiative, we recommend that the Minister should be 
instructed to adopt a sympathetic but unenthusiastic attitude; that he should 
expound with full candour the likelihood of any railway extensions from 
India leading to pressure, in the end probably hardly resistible, for railway 
extensions from Russia ; the dangers that would flow to Afghanistan in times 
of war from either extension, north or south ; and the certainty, as we see it, 
that a railway extension in the north would facilitate any aggressivo designs 
that Russia might harbour, and so tend to impair the security of India's 
north-west frontier. Should the King, despite a clear exposition of the 
strategical considerations, still press for our aid in furthering his schemes, it 
would, we feel, be dangerous for us to turn him the cold shoulder; to do 
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so might drive him the more into Ilussia's arms and precipitate railway 
construction in the north. But even in this case we should still counsel 
caution. The Minister, we think, should explain that until the ground had 
been thoroughly surveyed, it would be premature for the King to attempt to 
consider in detail any particular schemes at all, and should offer him the 
services of our expert staff to undertake the necessary surveys. And the 
Miuister should seek to draw the King's ideas away from an extension towards 
Kandahar and on to an extension from the Khyber towards Kabul, discouraging 
him from contemplating anything more in the first instance than a short 
extension to Dakka, which would give the Khyber Railway a much needed 
terminus, Afghanistan a short, lino of its own linking up directly with our 
system on the direct road to Kabul, and the King experience of the attitude 
of his people to the introduction of railways, without the dangers that might 
be. involved in an extension of appreciable length." 

Go. Sir Francis Humphrys' evidence, however, tends to diminish some of the 
objections urged by the Government of India. He considers that it, would be unwise 
to lay too much stress on the internal difficulties which King Amanullah would have 
to face, since "conditions in Afghanistan are very different from what they were live 
years ago. Progress on modern lines is the order of the day and has been accepted 
by Afghans generally . . .  . The improvement of communications and tho provision 
of facilities for cheap transit are reforms which are now almost universally considered 
to be overdue, and if the Afghan Government can produce a railway scheme which 
carries with it no threat of increased taxation, there is little doubt that it would obtain 
much popular support." 

With regard to the contention that railway activity on our part would stimulate 
Russia to " force the pace generally " in Afghanistan, he enumerates the multifarious 
Russian activities which are already in progress, and points out that our only 
contributions in reply to these activities have been the construction of the Torkam-
Kabul telegraph line and the survey of the Khyber-Kabul road. He therefore 
concludes that:— 

"If there is anything in the theory that Afghanistan aims at maintaining an 
even balance between England and Russia, there is room for much British 
activity in the south-east before the scales could be said to be unduly weighted 
in favour of England." 

While agreeing that a loan to Afghanistan for the purpose of railway construction 
would stand small chance of being directly repaid, he thinks there are good grounds 
for hoping that the outlay would not be wholly unproductive. Moreover, he has 
learned informally that the Indian Railway Board would probably be prepared to 
finance the project as a speculation, in the hopes of increased traffic receipts. 
Finally, while protesting that it is not within his competence to discuss strategical 
considerations, he claims that it would " be a fallacy to assume that geographical 
conditions presented us with a time margin, or that, should Russia be first in the 
iield, we should count on a zero hour from which to commence our own building 
programme with the consent of the Afghan Government." 

G4. Sir Francis Humphrys' appreciation of the situation, and the conclusions 
which he has reached, are given in his own language :— 

" . . . . If I am correct in my estimate of King Amanulla's contemplated 
railway programme, the stages which he has in mind are:— 

I. Ohaman to Kandahar. 
II. Kandahar to Kabul via Ghazni. 

III. Kushk to Herat. 
IV. Herat to Kandahar, to be carried out from both ends. 

Should he follow tip the hints which he and his Ministers have so often 
given me and make a direct request for the construction of stage I under 
British auspices, and should I attempt to deflect him from his purpose, the 
almost certain consequence would be that he would turn to Russia for the 
construction oE stage III first. And then, if we came running to tho Afghan 
Government for permission to build solely in our own interests what we had 
hitherto refused to build at their invitation, it would be clear that our motives 
wore purely selfish and we should bo faced with tho alternative of having t̂o 
accept tho most exorbitant terms -e.g. to pay cash down without conditions, 



or of constructing the railway by force. At best the negotiations would be 
protracted, for we should have been manoeuvred into the position of bidders 
and we should lose the time margin on which we had counted. Tho contrary 
might well apply R we were first in the field and Russia, stimulated by otir 
activity, were to apply for a concession in the north. The valuable cards 
would then be in our hands, and wc could probably make the building 
programme which the King desired contingent on his refusal of the Russian 
request. The. Russians would be told that Afghanistan (lid not grant 
concessions and that the Kushk-Herat section was not for the moment in 
the programme. 

"My conclusion may be briefly slated as follows. Railways in Afghanistan 
are bound to come sooner or later, especially on the Kandahar side, and the 
Power which initiates them in response to the Afghan Governments request 
will be presented with a tactical advantage of the first importance. On the 
other hand, a refusal will be taken by the King to indicate that the progress 
of Afghanistan is being deliberately discouraged, and he will turn to the rival 
Power for assistance. A zero hour can then only bo achieved by force, and an 
Anglo-Afghan war on such an issue would be a calamity which should be 
avoided at all costs." 

Lord Haig, in his evidence, laid the greatest emphasis on the strategic importance 
of railway construction in Afghanistan. In fact, he told us that he regarded the 
development of adequate communications both in, and beyond, India as the " base of 
the whole structure" of any plan of campaign. He advocated the construction of 
railways from Land i Khana to Jalalabad ; Ohaman to Kandahar; Jalalabad to Kabul; 
and, possibly, Kabul to Kandahar; and, in addition, he recommended that the 
])ossibilitios of the construction of a railway to link up Sistan with Karachi, or 
alternatively, with Gwattar (or Pasni), should be thoroughly explored. 

05. Lord Reading told us that he was impressed with the advisability of helping 
the Amir to build railways. He pointed out that Russia already" had many 
advantages over us in Afghanistan. She had built telegraph lines; she had control 
of the Air Force ; she had a relatively large number of personnel in Afghanistan ; 
she was prepared to do what we would scruple to do; she could run risks which we 
were not prepared to accept. For some time past our policy had been directed 
towards the improvement of communications on the north-west frontier; and 
therefore, railway construction was the one direction in which we could help the 
Amir without incurring the charge that we were contemplating military operations 
or rendering military assistance to Afghanistan. Lord Reading concluded by sayin"
that if he were still in India, he would he prepared to make monetary sacrifices for the 
purpose of pleasing the King ; and that he woidd certainly do so if be saw any 
clanger of Russia stepping in with a railway from Herat towards Kandahar. 

(50. There is another point worth noticing in connection with Lord Readings 
conclusions, namely, the difference of gauge between Russian and Indian railways. 
The Russian gauge is 5 feet; the Indian 5 feet 6 inches. The paramount importance 
on strategical, political and commercial grounds of ensuring that, the Indian, not the 
Russian, gauge is adopted as the standard gauge in Afghanistan is obvious. Sir 
Francis Humphrys thinks that the King would probably desire his own gauge, 
different from either the Russian or the Indian; but ho hopes that, despite the 
Amirs inherent objection to dictation, this difficulty might be satisfactorily solved. It 
might be represented to him, for instance, that the adoption of the Indian gauge 
would enable us to lend him rolling stock, and would also obviate, at any rate at the 
beginning, the necessity for the construction of special workshops in Afghanistan. 

67. Turning now to what programme of railway construction would best serve our 
interests, it goes without saying that we should do all in our power to influence the 
King not to allow railway construction in tho north, or at any rate to postpone it as 
long as possible. In this matter geographical and economic conditions are in our 
favour, since it is ou India that Kabul essentially depends for her communication 
with the outer world. , 

6S. Of the two possible routes the Landikhana-Kabul extension is complicated— 
as the King is well aware—by tho constructional difficulties presented by tho 
Jelalabad-Kabul section. So groat, indeed are these that a direct alignment is scarcely 
practicable; and it would probably be necessary for the line to follow tho PanjshiV 



River to Charikar, and thence back to Kabul—a circuitous and difficult route. We 
have indeed been informed that the Indian Railway Hoard would probably find the 
money for the extension from Landikhana as far as Jelalabad; and, further, that the 
Amir would introduce legislation forbidding freight camels to go beyond the Afghan 
terminus, in order that his railway might pay ; but even then it seems very doubtful 
whether this extension would be attractive to the Amir as the first stage of his 
railway programme. Tho extension from Ohainan to Kandahar, on the other hand, 
presents no constructional difficulties ; and the further extension of this line to Kabul 
via Gha/ni would be equally simple. A railway along this alignment should make a, 
strong appeal to the King, since it would enable Afghan goods to be exported from 
Kabul to the port of Karachi by the most, direct route, and. for a great part of the 
journey, over Afghan lines. 

In fact, commercial and technical considerations indicate that the extension from 
Chaman to Kandahar should be the first stage in Afghanistan's railway programme, 
and the linking up or Kandahar with Kabul the second. This conclusion coincides 
with Sir Francis Hmnphrys' estimate of the Kings personal wishes in the matter. 

0'.). With regard to strategical considerations, which must, of course be, from our 
point of view, the dominating factor, the Government of India hold that the northern 
extension is the less objectionable of the two. They therefore recommend that the 
King should be influenced towards this extension, and that he should be discouraged 
from contemplating anything more in the first instance than a short extension to 
Dakka. With this recommendation we do not entirely agree, but it is to be borne in 
mind that we are viewing the problem from a different angle. The Government of 
India have presumably based their opinion on the, assumption that Russian aggression 
in northern Afghanistan cannot be repelled : we, on the other hand, are working on 
the assumption that it can, and must lie. repelled, and that the military measures 
which have been indicated in Part V will be undertaken to that end. On this basis 
it appears to us that our chances of success would be materially enhanced if both 
extensions were effected in peace. But we recognise that tho problem is not governed 
by military considerations alone, and that we may have to undertake tho construction 
of only tho one or the other extension, should the choice lie with the King. The 
relative values of these two alternatives, therefore, merit some consideration. If, at the 
King*s invitation, we were able to construct in peace time the extension from Chaman 
to Kandahar, we should gain this advantage, that we could initiate our offensive 
campaign against the Russians in the Herat Province three and a half months earlier 
than if this extension had to be built after the outbreak of war. On the other hand, 
it is essential that our forces should be in a position, as soon after the beginning of 
hostilities as possible, to repel a Russian advance on Kabul over the Hindu Kush, 
which we are told may take place about three months after they have crossed the 
Oxus. The British forces necessary to meet this advance will have to depend on a 
road line of communications, which will absorb considerably more thanlndia's existing 
resources in mechanical transport, until such time as a railway can be built. The 
construction of such a railway involves great engineering difficulties, and its completion 
is estimated to take at least. 12 mouths. 

In view, therefore, of the relative speed with which the southern extension can be 
built, as well as of the great strategical and political importance of preventing the 
Russians from crossing the Hindu Kush and occupying Kabul, the demands of the 
situation will be better met if the King can be induced to place the extension of the 
line from Landi Khana to Kabul first in his programme of railway construction. 

70. The conclusions which we have reached after a careful examination of this 
difficult problem in all its bearings are these :  

(a) From our point of view, railway extension into Afghanistan is desirable on 
political, economic ami commercial grounds. As regards strategical 
considerations, the proposition cuts both ways. On the one hand the 
, l non-conducting" qualities of Afghan territory are an appreciable insurance 
for the security of India ; on the other hand they are a formidable obstacle 
to our effective intervention in northern Afghanistan. 

On the whole, then, we may regard railway extension in Afghanistan, 
provided that it takes tho right form, at least with equanimity, if not 
with satisfaction. 

(6) But, whatever our views in the matter, railways in Afghanistan are bound to 
fiomc sooner or later at the instance of the King himself; and it is agreed 



on all sides that it would bo calamitous, militarily and politically, if Russia 
were to gain the initiative over us in this matter. It is justifiable to assume 
that the King will make us the first offer. If we discourage him, or even 
if we show symptoms of holding aloof, wc shall be risking those very 
consequences which must at almost any cost be avoided. We consider, 
therefore, that, our Minister at Kabul should be instructed not to make the 
first move in the matter, even to the. extent of encouraging the Amir to 
broach the subject; but that when, and if, the Amir does so of his own 
accord, be should receive the proposal sympathetically, ascertain his 
intentions as fully as possible, and submit a detailed report of these to His 
Majesty's (lovernment. 

The actual programme of construction cannot, of course, be determined until 
the Amir's wishes arc known, but, generally speaking, wo are inclined to 
think that the extension from Landi Khana to Kabul should be thefirst stage 
in the programme anil the linking up of Chaman to Kandahar the second. 
We suggest, that the whole question should be again examined in India in 
the light of tin;findings of this Report, in order that the strategical, 
commercial, technical and financial aspects of the various alternatives may 
be duly weighed before tin; necessity for a decision arises. 

VIII,-The Announcement of our Policy. 

71. In conclusion, it remains to consider whether any public announcement of our 
policy should be made ; and if so, in what form. If we do not apprise Russia of our 
decision, it. will have no preventive force. If, on the other hand, our decision is 
announced to Russia, it could not be kept secret from Afghanisation. There would 
then be the danger that the King would adopt an arrogant attitude towards Russia; 
and we should have surrendered the issues of peace or war with the Soviet to the 
incalculable actions of an unbalanced and unscrupulous barbarian. If it should be 
decided that any public pronouncement of policy should be made, we suggest that 
it should be couched in language which leaves our discretion unfettered. The sort 
of formula we have in mind is :— 

"That Britain could never regard with indifference the interference by a 
foreign Power in the existing territory of a friendly Afghanistan, but that the 
exact steps which ought, in that event, to be taken must depend upon the 
circumstances of the moment." 

The decision as to whether an announcement should or should not be made 
should obviously rest with the Cabinet. 
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AUSTEN CHAMBERLAIN. 
BALFOUR. 
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II. TREN CHARD. 
CLAUD W. JACOB. 
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Possibilities of Gwatar as an anchorage Note by the First Sea Lord D.I. 33-23.11.27. 
and the capacity of the River Indus I 
for transport. 

Economic pressure on Soviet Russia - Report by the Advisory Committee on D.I. 3-t-C.12.27. 
Trading and Blockade in Time of 
War. 

Some financial and economic factors ! Memorandum by Sir Basil P. Blackett D.1, 35—Prepared on 
bearing on the question of ludia\s j 4.7.27; circulated 
preparedness for war. S.12.27. 
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List of Witnesses examined—in order of examination. 

Sir Denys .1c S. Bray, K.C.I.E., C.S.I., C.B.K., I.C.S., Foreign Secretary to the 
Government of India. 

Lieut.-Col. Sir Francis II. Huniphrys, K.B.E., C.I.E., His Majosty's Minister at Kabul
Lieut.-Gen. Sir Andrew Skcen, K.C.B., K.C.I.E., C.M.G., Chief of General Staff, India. 
The Most Hon. The Marquess of Reading, G.C.B., G.C.S.I., G.C.J.E., G.C.V.O. 
Sir Robert MacLeod Hodgson, K.U.E., C.M.G. (lately His Majesty's Charge d'Affaires 

at Moscow). 
General Sir George Kirkpatrick, K.C.B., K.C.S.I. (lately commanding the Western 

Command in India). 
Major P. C. R. Dodd, D.S.O., Military Attache at Kabul. 
Field-Marshal Earl llaig, K.T., G.C.B., O.M., G.C.V.O., K.C.I.E. 
Sir Basil P. Blackelt, K.C.B., K.C.S.I., Finance Member of Covernor-General's 

Executive Council, India. 
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[This Document is the Property of His Britarnic Majesty's Government. 

Printed for the Committee of Imperial Defence. January 1928. 

SECRET. Copy No. 2 5 

COMMITTEE OF IMPERIAL DEFENCE. 

Extract from the Minutes of the 232//rf Meeting, held on January 26, 1928. 

* * * * * * 

(2.)-DEFENCE OF INDIA. 

(C.I.D. Papers Nos. 158-D, 161 -I) and 162-D.) 

(Previous Reference: C.I.D. Minutes of the 223rd Meeting.) 

THE COMMITTEE had under consideration the First Report of the Defence 
of India Sub-Committee (C.I.D. Paper No. 158-D); together with the views of the 
Government of India on the Report (C.I.D. Paper No. 161-D), and a summary of its 
principal conclusions (C.I.D. Paper No. 162-D). 

THE PRIME MINISTER said that he had read this most important Report 
with great interest, and that he warmly approved of it. In view of the fact that 
nearly all the Members of the Committee of Imperial Defence had served on the 
Sub-Committee which had produced this Report, prolonged discussion would 
probably be unnecessary. 

LORD BIRKENHEAD said that the Report spoke for itself. It was most 
gratifying that the Viceroy and his Council had accepted its findings in their 
entirety, subject to two very minor verbal safeguards, to which no exception could be 
taken. The Committee had at first been confronted with a very sharp division of 
opinion as between the military advisers at Home and the military advisers in India; 
and it was. therefore, a source of particular satisfaction that such complete agree
ment had been reached. Lord Birkenhead expressed his indebtedness to all his 
colleagues on the Committee, and paid a warm tribute to the work of Sir Maurice 
Hankey and Major Ismay. He added that he would like to incorporate the two 
small amendments which had been suggested by the Viceroy (see C.I.D. Paper 
No. 161-D) before the Report went fo the Cabinet. 

SIR AUSTEN CHAMBERLAIN observed that he was the only member of the 
present Committee who had also served on the Committee under Lord Balfour's 
chairmanship, which had commenced its enquiries into this question as far back as 
1902. It was a singular testimony to the work of Lord Balfour that their conclusions 
should have been so completely reaffirmed. 

LORD LOVAT hoped that the question of the notification to the Dominions 
of the policy recommended in the Report would be settled at an early stage. He 
saw no reason to suppose that the Dominions would take exception to this policy; 
but it was possible that they might ask whether the best course would not be to 
endeavour to secure the admission of Afghanistan to the League of Nations, so that, 
in the event of Russian aggression, she would be able to claim the benefits of 
Article N of the Covenant. 

SIR AUSTEN CHAMBERLAIN observed that the Government of India held 
strong views on this point. They had, in fact, specifically cited the case of 
Afghanistan as one of the principal reasons for their unwillingness to agree to the 
Protocol. 

THE PRIME MINISTER said that the question of the notification to the 
Dominions of the findings of the Report would be settled by the Cabinet. 

[17109-2] 



CONCLUSIONS. 

T H E COMMITTEE OF IMPERIAL DEFENCE agreed— 
(a.) To approve the Conclusions contained in the First Report of the Defence of 

India Sub-Committee (C.I.D. Paper No. 158-D), which may be 
summarised as follows :— 
(1.) The material consequences of any substantial Russian encroachment 

into Afghanistan would be no less dangerous to India, and no less 
disastrous to our general interests at the present time than they 
were in the past. The question of the policy to be adopted in the 
event of such encroachment turns on whether we have the military 
power to enforce it. (Paragraphs 30-35.) 

(2.) To approve in principle the plan which has been drawn up by the 
Chief of the Imperial General Staff in consultation with the Chief 
of the Air Staff; and, in particular, to endorse the conception 
of the execution of the operations on the southern line of 
advance in Afghanistan by means of mechanised and air forces. 
(Paragraphs 30-40.) 

(3.) In so much as the above plan holds out a reasonable prospect that 
the northern frontier of Afghanistan can be recovered by direct 
military action, provided that our antecedent preparation is 
adequate, and that the Empire is prepared to make the necessary 
effort, to adopt, mutatis mutandis, thereafhrniationof the principle 
enunciated by Lord Balfour in 1903, and endorsed by Lord Morley*s 
Committee in 1907. '* that, by our own plain interest, our obliga
tions to guard the independence and integrity of Afghanistan 
are unimpaired, and that the deliberate crossing of the Oxus or 
the occupation of Herat by Russia would be the violation of a 
frontier which we are bound to defend." Also, following Lord 
Morley's Committee, to assume that, in the last resort. " Russian 
action of the kind indicated would be followed by a declaration 
of war against that Power." (Paragraphs 41-42.) 

(4.) The Chief of the Imperial General Staff should, in consultation with 
the Chief of the Air Staff and the General Staff in India, elaborate 
his plan in full detail, showing what is contemplated at each stage 
during the first year of a war, on the assumptions that— 

(a) a violation of the frontier of Afghanistan of such a nature 
as to constitute, a casus belli had in fact taken place; 

(&) conscription would not be enforced during the first year 
of war, but that up to 250.000 men of good quality would be 
obtained by voluntary methods in the first three months after the 
outbreak of war. (Paragraphs 43-44.) 

(5.) None of the operations which can be undertake.ii in other parts of the 
world appear likely to be productive of decisive, or even of very 
important, results; but the Chiefs of Staff Sub-Committee should 
continue their examination of this problem. (Paragraph 45.) 

(6.) To commend the whole, question of the preparedness of the Army 
and Royal Air Force in Tndia to the serious consideration of the 
Government of India. In this connection, subject to any decision 
that may later be taken on the wider question of whether India 
pays too much or too little of the cost of Empire defence. Indians 
responsibility for preparing, in time of peace, for the problems 
dealt with in this Report, will be discharged if her forces and their 
equipment are brought up to a scale adequate for war with 
Afghanistan and the tribes of the North-west frontier, or to 
enable India to co-operate with the Imperial forces, in accordance 
with the role assigned to her by agreement between His Majesty's 
Government and the Government of India, in the greater cbn
tingency of war with Russia in defence of Tndia. (Paragraphs 
46-49.) 
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(7.) A friendly Afghanistan being a primary condition of the military 
plans referred to in 2 above, it is important that any 
opportunities of further improving our relations with Afghanistan 
should be taken, if possible. Some of the measures which might be 
adopted to that end are:— 

(a.) Definite acceptance of the principle of assistance to 
Afghanistan in the development of road and telegraphic communi
cations with India. 

(6.) Assistance, both expert and financial, in the construction 
of railways (sec also Conclusion No. 10 below). 

(c.) Assistance in establishing Exchange Hanks in Afghani
stan. 

(d.) Assistance in reorganising the Customs and Post and 
Telegraph Departments in Afghanistan. 

ye.) The establishment and maintenance of a civil Air Service 
between Kabul and Peshawar, conducted by British pilots, and 
subsidised by the Government of India. (Paragraphs 50-53.) 

(8.) There would be much advantage in— 
(ft) the substitution of Englishmen for Indians in our Con

sulates at Kandahar and Jalalabad; ami 
(6) the establishment of Consulates, with British officers in 

charge, at Herat and Mazar-i-Sharif. (Paragraph 54.) 

(9.) The strengthening of the Afghan Army in peace would, on the 
whole, be to our advantage. The Government of India should be 
invited to submit recommendations on this question. Further, the 
the measures whereby the Afghan Army could be supported and 
strengthened in the event of the emergency dealt with in this 
Report should be pre-determined. (Paragraphs 55-57.) 

(10.) As regards railway construction in Afghanistan :— 
(a.) On the whole we may regard railway extension in 

Afghanistan, provided that it takes the right form, at least with 
equanimity, if not with satisfaction. 

(b.) Our Minister at Kabul should be instructed not to make 
the first move in this matter, even to the extent of encouraging 
the King of Afghanistan to broach the subject. When, and if, 
the King does so of his own accord, our Minister should receive 
the proposal sympathetically, ascertain his intentions as fully 
as possible, and submit a detailed report to His Majesty's 
Government. 

(c.) The programme of construction cannot be determined 
until the King's wishes are known; but it appears desirable that 
the extension from Landi Khana to Kabul should be the first 
stage, and the linking up of Chaman with Kandahar the second. 
In any event, the whole question should be again examined in 
India in the light of thefindings of this Report, in order that the 
strategical, commercial, technical and financial aspects of the 
various alternatives may be duly weighed before the necessity for 
a decision arises. (Paragraphs 5S-70.) 

(11.) If it should be decided by the Cabinet that any public pronounce
ment of policy is to be made, it should be couched in language 
which leaves our discretion unfettered. (Paragraph 71.) 

(6.) That, after the minor amendments suggested by the Viceroy had been 
incorporated, the Report should be submitted to the Cabinet. 

-Jfr ^ ifr 4fr 4t* ^ 

2,Whitehall Gardens, S.W. 1, 
January 26, 1928. 



Printed for the Cabinet. January 1928. 

SECRET. Copy No. 30 

CP. 27 (28). 

CABINET. 

SPECIAL REPORT ON UNEMPLOYMENT. 

No. 154. December Quarter, 1927. 

THIS report contains the detailed financial statements which are prepared 
quarterly, together with a table showing the course of unemployment, during the 
quarter and a statement giving the chief changes in the registers of Employment 
Exchanges during December. 

A. STEEL-MA1TLAND. 
Ministry of Labour, 

February 16, 192S. 

I. 

(A.)—Numbers of Persons on the Registers of Employment Exchanges in 
Great Britain. 

1925. 1920. 27. IncreasIncreasee (-i-(-i-)) 
oorr-- Decrease(—Decrease(—)) 

Dec. 21, Dec. 20. Sept. 20. Oct. 31. Nov. 28. Dec. 19. sincsincee 
SeptSept.. 20,192720,1927.. 

MeMenn .. 890,380 1,040,011,040,0177 835,780 884,984 910,845 903.211 + 67,425 
BoyBoyss .. .. 25,805 29,8029,8055 32,111 33,371 32,050 27,218 - 4,893 
WomeWomenn 157,953 209,82209,8299 149,908 150,617 107,009 140,108 - 3,800 
GirlGirlss  .. .. 22,190 29,4229,4288 32,312 31,085 29,200 23,515 - 8,797 
Total.Total... 1,102,400 1,309,731,309,7399 1,050,117 1,100,057 1,115,230 1,100,052 + 49,935 

NOTES.—(1.) The above figures represent the number of persons registered at Local Offices as applicants 
for employment. In the main they relate to persons who had claims to benefit current and were not at work 
at the dates given. 

(2.) The figures for December 20, 1926, were affected by the dispute in the coal-mining
industry. 

(3.) No return was issued in respect of December 20, 1927. 

Percentage of unemployment (Groat Britain) in the insured industries at the 
undermentioned dates was— 

September 20, 1927 ( .... .... .... 9"2 (men only 10*0)
October 24, ,, .... .... .... 9-5 ( ,, IPS)
November 21, ,, .... .... .... 9".) [ ,, 1P7)
Decombor 19, ,, .... .... .... 9*8 ( ,, 11*8) 
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(B.)-Important Changes in the Registers of Employment Exchanges 
during December. 

London and South-Eastern Division. 
Borough.—Decrease 7(54 

(584 men, 73 women, 107 juveniles) [ flue to the increased demand for labour 
f o rEdgware Road.-Decrease 919 f  Christmas work. 

(715 men, 83 women, 121 juveniles) J 
Great Yarmouth.—Increase 811 i 

(694 men. 40 women, 71 juveniles) ! due to cessation of fishing, and in the 
Y case of Great Yarmouth to general 

Lowestoft.-Increase 712 slackness in the building trade. 
(418 men, 294 women) J 

South-Western Division. 
Bristol.—Increase 536 (1,180 men, decrease 389 women, 255 juveniles)—due mainly 

to temporary suspensions at local galvanising works and to slackness among 
dockers. 

Midlands Division. 
Burslem.—Increase 1.879 *i 

(944 men, 935 women) 
f due to seasonal depression in the pottery industry. 

Longton.—Increase 1,023 
(732 men, 891 women I J 

Ilkeston.—Decrease 1,445 (1,311 men, 30 women, 104 juveniles)—due to better 
working in local collieries. 

Selly Oak.—Decrease 1,(571 (100 men, 1,505 women)—due to better working in the 
local cocoa and chocolate works. 

North-Eastern Division. 
Attercliffe.—Decrease 800 (017 men, 104 women, 139 juveniles)—due to seasonal 

activity in the lighter branches of the steel industry. 
Sheffield.—Decrease 842 (4(58 men, 147 women, 227 juveniles)—due to Post Office 

Christmas employment and to seasonal activity in the distributive trades. 
South Shields.—Increase 839 (950 men, decrease 77 women, 34 juveniles)—due in 

the case of men to less employment in the coal-mining industry. 
Todmorden.—Decrease 1,354 (455 men, 802 women, 97 juveniles)—due mainly to 

better employment in the cotton industry prior to Christmas. 

North-Western Division. 
Birkenhead.—Decrease 1,118 (1,113 men, 5 women)—due to better employment in 

the shipbuilding and ship repairing industry. 
Blackburn. - Decrease 2,509 

(726 men, 1,783 women) [ ] u e t  increased hours of working in the t o

 l o c a lGreat Harwood.-Decrease 1,270 f  cotton mills. 
(,473 men, 741 women, 50 juveniles) J 

St. Helens.—Decrease 1,078 (1,025 men, 53 women)—due to better working in local 
collieries. 

Scotland Division. 
Stornoway.—Increase 920 (23 men, 901 women, 2 juveniles)—due to the return of 

fish workers from the English fishing ports. 



Bargoed.—Increase 3,930 
(chiefly men) 

Crumlin.—Increase 1,977 due to local collieries being idle, or intermittently (chiefly men) employed. In the case of Ebbw Vale due also 
Ebbw Yale.—Increase 1,425 to slackness in the iron and steel and building 
" - (chiefly men) trades. 

Pontypridd.—Increase 1,320 I 
(chiefly men) 

Newport.—Increase 2,559 (chiefly men)—due to slackness at tho local steel rolling 
mills. 

Pontypool.-Decrease 1,074 (chiefly men)-due to the resumption of work at local 
collieries. 
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I I . - P O S I T I O N IN CHIEF INDUSTRIES. 

COAL MINING. 
Very little change took place during the quarter in the employment position 

of the Coal Mining Industry. The wholly unemployment figure rose slightly 
during the period, but, on the other hand, there was a considerable decrease.in the 
number of persons temporarily stopped from work. 

IRON, STEEL A N D TIN PLATE. 
Employment in the heavy metal trades became somewhat slacker during the 

quarter. In the pig iron trade some recovery was made during October, but the 
position worsened during November. Considerable improvement took place in 
the tin plate industry, employment being better during the quarter than for some 
time past. 

SHIPBUILDING AND SHIP-REPAIRING. 
The improvement in the shipbuilding position which was a marked feature of 

the first nine months of 1D27 was more or less maintained during the quarter, 
although a very slight setback took place during the last two months of the year. 
In the ship-repairing industry, however, an appreciable improvement took place 
during the quarter. 

ENGINEERING. 
There was little change on the whole in the employment position of the 

Engineering Industry. Unemployment in the Constructional Engineering branch 
increased slightly, but, on the other hand, an improvement took place in Marine 
Engineering. 

TEXTILES. 
Cotton.—Employment in the American Spinning Section remained very 

irregular during the quarter. The usual temporary improvement before Christmas 
took place, but prospects are still very uncertain. In the Egyptian Section 
employment remained good. 

Woollen and Worsted.—Except in the Heavy Woollen branch the employ
ment position of these trades improved during the quarter. 

Other Textiles.-In the hosiery and jute trades an appreciable recovery took 
place, but the lace trade showed a tendency to decline. 

BUILDING, BRICK A N D TILE MANUFACTURE. 
The seasonal depression in the building trade was somewhat more marked 

last quarter than usual, largely because of the exceptional inclemency of the 
weather and the termination of the housing subsidy. 

CLOTHING TRADES. 
The usual seasonal increase in employment was in evidence in the clothing 

trade. In the boot and shoo trade tho improvements shown at the end of the 
September quarter were maintained. 



POTTERY. 
Employment in the Pottery Industry was fairly good during October and 

November, but a slackness set in during the last month of the year resulting in 
increased unemployment. 

TRANSPORT, DOCK LABOUR A N D SHIPPING SERVICES. 
As is usual at this period of the year transport and shipping services shows 

some decline. Employment at the docks was very slack during the quarter. 

( 



I I I .—WORK INSTITUTED FOR, RELIEF OF UNEMPLOYMENT. 

Numbers Employed. 

[See note on page 1 of November 1924 Report (CP. 541 (24) ).] 

The table which follows has been prepared to show, so far as information is 
available, the number of men employed on works instituted, with financial assistance 
from the Exchequer or the Road Fund, for the relief of unemployment. 

Scope of Table.—The schemes included are those undertaken by Local 
and other Authorities and Public Companies with a financial contribution 
from the State with the object of relieving unemployment; and works 
in respect of which guarantees have been given under the Trade Facilities 
Acts as capital undertakings calculated to promote employment in this 
country. Schemes to which State financial assistance is given, but which 
are not undertaken primarily for the relief of unemployment (e.g., Housing
Schemes), and works put in hand by Local Authorities without State assistance are 
not included. Certain other schemes involving Government assistance are also 
excluded in view of the impracticability of ascertaining the exact number of men who 
are directly provided with employment thereby; these include the Export Credits 
Scheme and contracts for equipment, clothing, &c, accelerated by Government 
Contracting Departments. 

Method of Compilation.—The figures for the Road and Bridge Schemes 
assisted by the Ministry of Transport and for schemes assisted by the 
Unemployment Grants Committee are (with the exception of certain road 
schemes in respect of which returns are received direct by the Ministry of 
Transport) obtained from returns received at Employment Exchanges from 
Local and other Authorities and Public Companies. Those relating to 
schemes assisted under the Trade Facilities Acts are compiled by the Trade 
Facilities Act Advisory Committee from returns received from Companies to whom 
guarantees under the Acts have been given. 

Number of Men employed at— 
WorkWorkss assisteassistedd byby—— 

Dec. 31,1927. Nov. 26,1927. Oct. 29.1927.J Dec.24,1926. 

11.. MinistrMinistryy ooff TransportTransport—— 
RoaRoadd anandd BridgBridgee SchemeSchemess 8,260*$ 11,476* 12,354* 14,345* 

22.. UnemploymenUnemploymentt GrantGrantss CommitteCommitteee 8,999*5 10,626* 11,656* 15,727
33.. GuaranteeGuaranteess undeunderr TradTradee FacilitieFacilitiess ActActss 32,879f 35,365t 33,669t 31,297t 

TotaTotall 50,138 57,467 57,679 61,369 

* These figures represent the number of men actually employed on the site on the date given, and 
exclude any additional men not at work on that date for whom employment is also provided by means of 
alternate week working or other short time system. The figures take no account of the employment 
provided indirectly, e.g., in the preparation and transport of materials, &c. 

5 The decrease in the number employed at December 31, 1927, is largely accounted for by the suspen
sion of many schemes, owing to severe weather conditions. 

t These figures indicate meu employed on the work itself. They include part only of the men employed 
ou the manufacture of the materials used. They take no account of the labour involved in winuiug. 
transporting. &c , raw materials. 

Note.—No distinction is now made betweeu the Forestry Commission^ normal and relief work, aud 
grants for afforestation form part of the normal programme. The average number of forest employees 
engaged on the Commission^ operations (including Crown woods) during the quarter ended December 31,1927. 
was 2,870 as compared with 2,643 for the corresponding quarter of 1926. 



IV.- OVERSEA SETTLEMENT. 

(Dominions Office,) 

Under the Empire Settlement Act, 1922 (an Act to make better provision for furthering British settlement in His Majesty's Oversea 
Dominions), various schemes have been agreed with Dominion Authorities. This Act, as its title implies, is not one of the Government 
measures designed to deal with unemployment, and should not be so regarded. 

For many years before and after the war, the natural increase of population exceeded the net migration movement by about 300,000 a 
year, but recently the gap between the natural increase and the net migration movement has tended to diminish. During 1920, the natural 
increase in England, Scotland and Wales was 279,775, and the net migration movement was 103,909. Consequently, the natural increase 
during the year, after deducting the net migration, was 175,806. 

The number of persons approved for assistance and the number of departures during the months of October. November and December, 1927 
(with the corresponding figures for the year 1926), and for the nine months ended the 31st December, 1927 and 1926, respectively, arc set out 
in the following Tab le :— 

QUARTERLY Progress Return relating to Schemes approved under " The Empire Settlement Act, 1922." 

Approval and Departure Figures. 

Number of Approvals. Number of Departures. 

Dominion. 
Month of— NinNinee MonthMonthss 

endeendedd 
Month o f  - NinNinee MonthMonthss 

endeendedd 
October. 

1927. 192G. 

November. 

1927. 1920. 

December. 

1927. 1926. 

DecembeDecemberr 3131.. 

1927. 1926. 

October. 

1927. 1920. 

November. 

1927. 1920. 

December. 

1927. J 1926. 

DecembeDecemberr 3131.. 

1927. 1920. 

(1.) Australia— 
(a.) Assisted passage scheme 
lb.) Land Settlement S c h e m e s -

2,951 2,852 2,355 3,220 1,985 2,137 20,925 23,774 3,219 2,564 2,720 3,114 1,929 1,911 21.803 23,869 

(i.) New South Wales
(ii.) Victoria  . .

(iii.) Western Australia

 . .
 . .

 . .

 . . "I Included 
. . f under (a) 
..J above 

35 
CO 

26 
1G 

" 7 "lO 
16 

"l3 5 
19 

" 7  9 
7S 

338 
350 I 29 

108 
33 
02 

35 12 5 
45 

' ' 45 
68 

411 
461 

Total Australia under Government schemes 2,951 2,852 2,355 3,220 1,985 2,437 20,925 23,774 3,219 2,504 2,720 3,144 1,929 1,911 21,803 23,869 
(2.) Canada— 

(a.) Dominion assisted passage s c h e m e s -
(i.) Nominated passages 

( i i ) Household workers 
(iii.) Children 

(6.) Alberta training scheme 

a 

25.1 
305 

65 

302 
331 

86 

107 
18G 
103 

155 
200 

42 

81 
88 

113 

97 
117 
40 

* 8,511 
'3.222 

1,552 

7,334 
3,247 
1,343 

494 
430 
160 

000 
439 

85 

184 
310 

78 

287 
395 

01 

111 
224 

130 
130 
34 

10,564 
3,538 
1,756 

8,435 
3.457 

950 

(c.) 3,000 Families scheme "l(i "4 *39 1,935 *2,0I2 2,631 117 5 1 4,288 8,i)25 

Total Canada under Government schemes 021 088 400 436 282 2,189 15,297 14,555 1,201 1,124 577 743 305 301 20,146 10,767 

* These figures have been reduced on account of cancellations and amendments during this period. 



QUARTERLY Progress Return, &c.—(continued). 
N u m b e r  o f A p p r o v a l s . N u m b e r  o f D e p a r t u r e s . 

Month of— Nine Months Month o f — Nine Months 
DominionDominion.. endeendedd endeendedd 

October. November. December. DecembeDecemberr 3131.. October. November. December. DecembeDecemberr 3131.. 

11)27. 1920. 1927. 1920. 1927. 1920. 1927. 1926. 1927. 1920. 1927. 1920. 1927. 1926. 1927. 1926. 
1 

(3.) New Zealand assisted passage scheme 255 944 293 1,034 173 821 -3.137 7.735 269 678 264 972 262 1,712 2.286 9,131 

(4.) Africa: Southern Hhodesian Land Settlement Scheme  . . 25 20 20 28 27 37 M82 218 19 19 14 18 11 13 139 142 

(a.) Minor s c h e m e s 
(a.) Society for the Oversea Settlement of British 

Women (General) 01 42 13 24 33 29 *401 391 81 37 32 24 26 21 391 281 
(b.) British Dominions Emigration Society (Canada)  . .424 87 :10 70 104 5C4 518 424 87 30 70 104 504 518 
(c.) Salvation Army (excluding; those coming under 

Government agreements)— 
(i.) Women (Canada) 50 

(ii.) Boys (General) 1 
-(iii.)  with families (Canada) 32 A 2 "C8 Cl 5 0 " C 2W i d o w s

(iv.) Families (Australia and Canada) 8 10 7 44 114 101 55 
((/.) Craigieliuu Farm (General) 
(e.) Dr. Bnrnado's Homes ( A u s t r a l i a ) 19 
(f.) Fellowship of the Maple Leaf (Canada) 10 15 1 " l  O 15 
(q.) Canadian National Railways (Canada)  . . 
(h.) Fellowship of the B.B.E. (Genera!) 1 
(i.) Boy Scouts Association (Africa) 0 6 6 6 

Total minor schemes 525 153 49 112 143 30 1,140 1,100 505 125 6 8 100 130 21 1.122 931 

Totals  . . 4,383 4,057 3.117 4.830 2,010 5,520 40,987 47.382 5,213 1.510 3,013 4,977 2,703 3,958 45,490 5 0  , 8 4 0 

* See note on p. 7. 

In addition, since the Armistice, free passages have been granted to over .S8.000 persons under the Government Free Passage Scheme for 
the settlement overseas of ex-Service Men and their Dependents. The Scheme, however, closed to new applications in December 1022. 



Y. -STATISTICS RELATING TO F INANCIAL PROVISION FOR RELIEF 
OF UNEMPLOYMENT (including Post-War Resettlement of ex-
Members of His Majesty's Forces), from the Armistice. 

Schemes of which the Whole Cost is Borne by the Exchequer— 
TABLE 1.—Ont-of-Work Donation, Training Schemes, &c. 

Schemes of which Part of the Cost is Borne by the Exchequer— 
TABLE 2.—Unemployment Insurance. 
TABLE 3. -Unemployment Grants Committee, Ministry of Transport 

Schemes, &c. 
TABLE 4.—Land Settlement. 
TABLE 5.—Schemes for Training Women. Juveniles and Young Unem

ployed Fit Men 

Schemes involving Exchequer Guarantees— 
TABLE 6.—Trade Facilities Guaranteed Schemes. 

Other Schemes— 
TABLE 7.—Expenditure by Poor Law Authorities, A (England and Wales). 

B (Scotland). 

These Statistical Tables have been compiled with a view to showing the extent 
of the effort from public sources since the Armistice to meet the problems of Post-War 
Resettlement and Unemployment, and to indicate the measure of assistance provided 
by the Exchequer. With regard to the latter, the methods offinancial co-operation 
are so diverse that it is impracticable to give an aggregatedfigure of Exchequer 
Assistance. For this reason, the accompanying Summary is only indicative of the 
extent to which the Exchequer is involved, and must be regarded as supplementary 
to, and not in substitution of, the detailed information given in the Tables 
themselves. 

SUMMARY. 

(A.) 

Approximate Exchequer Total Approximate Contribution from Schemes. Table. Value of Schemes Armistice to March 31, 192S Assisted. (excluding Loans). 

£ million. £ million. 
Out of Work Donation, Training, &c. 
Unemployment Insurance 
Unemployment Grants Committee 
Ministry of Transport Programmes: — 

Resettlement 

1 
2 
3 

3 

104^ 
329 
105$ 

20 

104* 
90 i 
12$ 

Acceleration of ttoad Schemes 

Miscellaneous 
Laud Settlement 
Women'? Training, &c. 

( 
8 

3 
4 
5 

2i 
24" 

I f 

2C* (including 
Uoad Fund) 

I f 
Sf 
H 

Total . . 644* 255 

i 1715U i o 



(B. )—ADDITIONAL Future Exchequer Liabilities under Schemes already Approved. 

Scheme. Table. Grants. Guarantees 

£ million. £ million. 
Unemployment Grants Committee Loan 

Schemes 3 20J 
Ministry of Transport Schemes 3 10J 
Land Settlement:— 

England and Wales 4 m 
Trade Facilities Guaranteed Schemes:— 

Export Credits 
Guarantees under Trade Facilities Acts nl 

Total 311 733 

1051 

* The capitalized value of expenditure under this Scheme cannot, at present, be estimated. See 
paragraph 3 of Table 4. 

( (J . )—FURTHER Exchequer Liabilities in respect of Schemes which the Government 
have offered to assist if undertaken, or if the necessity arises. 

scheme. Table. Grants. Guarantees. 

£ million. £ million. 
Unemployment Insurance 2 

Trade Facilities Guaranteed Schemes:— 6Export Credits 22f 

Total 2'Ji 



SCHEMES of Post-War Resettlement, mainly of ex-Service Men. 

Estimated Total 
Scheme. Approximate Expenditure to 

Net Expendi- Provision in March 31, 1928. 
(The appropriate vote of the estimates ture from 1927 (Approximate Net 

is given in brackets.) Armistice to Estimates. Expenditure to end 
March 31, 1927. of Dec., 1927, is 

given in brackets.) 

(1) (2) (3) (4) 
-

£ £ £ 
I. Out-of-work donation.. 40,722,846 40,722,846 

(His Majesty's Forces and Merchant Seamen (see (final) 
No. 4 below as to civilians).) 

2. (Jrants for resettlement in civil life 3,982,877 10,000 3,992.877 
(Glass V, Vote 7.) (3.987,939 Dec.) 

- Training of demobilised officers and meu of His 
Majesty's Forces, also ex-Service nurses and 
war widows— 

(a.) Ministry of Labour
(Glass V, Vote 7.) 

 . . . . .  . 25,728,153 69,465 25,797,621 
(25,764,073 Dec) 

(6.) Ministry of Pensions 
(Class V I I I , Vote 2.) 

1,277,600 1,000 1,278,600 
(1,279,450 Dec) 

(c.) Board of Education (England and Wales).. 
(Class IV, Vote 1.) 

7,752,844 34 7,752,878 
(7,752,907 Dec. 

(rf.) Scottish Education Department 
(Class IV, Vote 10.) 

1,323,651 1,323,651 
(final) 

(e.) Ministry of Agriculture
(England and Wales) 

 and Fisheries 1,505,232 500 1,505,732 
(1,505,301 Dec.) 

(Class VI, Vote 8.) 

( f.) Board of Agriculture (Scotland) 
(Class VI , Vote 16.) 

54,021 54,021 
(final) 

-
Total for training 37,641,501 71,002 37,712,503 

(37,679,403 Dec.) 

Totals (1 to 3 inclusive) 82,347,224 81,002 82,428.220 
(82,390,188 Dec.) 

4. Out-of-work donation : civilian men and women . . 21,725,395 21,725,395 

1 
(final) 

Totals (1 to 4 inclusive) 104,072,619 - 81,002 104.153,621 
(104,115,583 Dec.) 

NOTE .— ( i .  ) The costs of administration and "allied Services" are not included in this table. 
(ii.) The cost of the Overseas settlement free passage scheme for ex-Service men and women 

and their dependants (now terminated), which amounted to approximately £2,419,450, is 
not included in this table. Neither is the cost included of certain training of ex-Service 
meu carried out in Ireland at a cost to the Imperial Exchequer of approximately £255,425. 

[171591 



UNEMPLOYMENT INSURANCE. 

(Estimates, Class V, Vote 7.) 

The National Insurance Act of 1911 provided Insurance against unemployment 
in certain selected industries. It was followed by the Act of 1916, which increased 
the numbers of persons insured,and, in 1920,by an Act of general scope which applied 
compulsory Insurance against unemployment to 12,000,000 persons. Subsequent 
amending Acts modified the conditions of receipt of benefit, increased contributions, 
provided benefit in respect of dependants, and authorised the Treasury to make 
advances out of the Consolidated Fund up to a limit of £30.000.000. 

By the Unemployment Insurance (No. 2) Act, 1924, the rates of benefit were 
raised (from 15s.) to 18s. a week for men, and (from 12s.) to 15s. a week for women, 
with 2s. (instead of Is.) a week for each young dependent child. Until the 
31st December. 1927, since extended by the Act of 1927 to the 18th April, 1928, 
benefit in respect of contributions may be paid for 26 weeks in a benefit year, while 
benefit, irrespective of contributions, may be paid during unemployment subject to 
the satisfaction of special conditions. 

Statement, of Income and Expenditure from Armistice to December 31, 1927. 

Expenditure— .L' X' 
Benefit paid .... .... .... 319,140,000 
Appropriation for Administration .... 31,749,000 
Section 9—Unemployment Insurance 

Act (No. 2), 1924, and Section 25— 
Unemployment Insurance Act, 1920 2,927,000 

Miscellaneous— 
Refunds, &c .... .... 1,859,000 

Interest (Net) ... .... .... 1,312,000 
350,987,000 

Income— 
Contributions— 

Emplovers .... .... .... 121,409,000 
Employed .... .... .... 109,079,000 
Exchequer .... .... .... 83,048,000 
Exchequer (for ex-Service Men) .... 3,9S4,000 

317,520,000 
Balance of Old Fund at Armistice (excluding 

Interest accrued) *— 
Employers .... .... .... 5,825,000 
Employed .... .... .... 5,825,000 
Exchequer .... .... .... 3,884,000 

15,534,000 
Loans from Treasury (Net).... .... .... 23,180,000 
Miscellaneous— 

Deposits in respect of future Contribu
tions, &c 15-6,000 

350,987,000 

* NOTK . - - T l i o old Fund at November 8th, 1920. had reached a total of £22,210,000. 
Estimate of Benefit payable from Armistice to March 31. 192S, £329,070,000. 



( A . ) — U N E M P L O Y M E N T G R A N T S C O M M I T T E E : Grants made in respect of the Wages 
Costs. I Estimates, Class  V , Vo te (5.) 

Totals to December 31, 1927. 

No. of Schemes. 

FinanciaFinanciall 
YearsYears.. Submitted. Approved. 

(1(1)) (2) (3) 

1920 964 640 
1921 2,023 1.071 
1922 1,014 709 
1923 1,086 801 
1924 1,025 736 
1925 612 384 
1926 55 13 
1927 11 3 

EstimateEstimatedd GrantGrant'' coscostt ooff allocatedallocated..SchemeSchemess 
approvedapproved.. 

(4(4)) (5(5)) 

4,6)56,484 1,206,925 
1,833,686 1.577,047 
2,376,691 481,450 
2,2113,782 690,797 
1,889,046 770,129 
1,074,844 177.1175 

93,942 62,912 
19,63'.! 12,020 

* For various reasons it is found thai tho total amount of grant allocated

GrantGrantss 
paidpaid.. 

(6(6)) 

£ 
26,636 

1.698,311 
486.593 
544,131 
669,353 
530,293 
206,042 X 
47,363 

exceeds the total amount 
which the Committee will be called upon to pay; the latter will not in the seven years, 1921, 1922, 1923, 
1924. 1925, 1926 and 1927, exceed £4,229,000. 

( B . ) — U N E M P L O Y M E N T G R A N T S C O M M I T T E E : Grants in respect of Interest or Interest 
and Sinking Fund Charges. (Est imates, Glass V, Vote 2, and Class I, 
Vote 23.) 

Totals to December 31, 1927. 

No. of Schemes. Estimated cost of Schemes. Amount of 
Financial 

Years. Submitted. Approved. Submitted. Approved. 
loan approved 

for Grant.' 
1 

(1) (2) (3) (4) (5) (6) 

£ £ £ 
1920 Nil Nil Nil Nil Nil 
1921 2,540 1,650 24,651,0S3 17,609,747 16,579,107 
1922 2,601 1,773 17,634,739 11,868,414 11,059,080 
1923 2.277 1,638 24,94'.l,2S2 19,307,826 18,066,267* 
1924 2,165 1,439 25,665,602 17,985,846 16,000,208* 
1925 1,449 939 19,652,240 15.348,037 18,313,830* 
1926 161 64 2,851,496 2,225,137 2,361,255 
1927 57 19 1.053,235 875,336 584,826 

* In addition, schemes promoted by Public Utility Companies have been approved to the extent 
of £1,694,361 for 1923, £1,079,265 for 1924, and £450,496 for 1925. 

E S T I M A T E  D State Liability in respect of Loans Approved. 

PnvinontPnvinontss 
bbyy StatStatee 

t owa rdtowa rd ss interestinterest,, Ao .Ao . ,, 
chargechargess  oonn L o a n sL o a n s .. 

F r o m Armistice 
Dee . 1 to 

to D e o . 31, 
D e e . 31, 1027. 
1927. 
(1) (a) 

£ £ 
143,130 7,114,118 

*

* A p p r o x i m a t e a u n u a l cha rges in 
Kst imuteKst imuteKst imuteddd respeot o f— 

T o t aT o t aT o t a lll StatStatStateee 
l iabi l itl iabi l itl iabi l ityyy 

iiinnn respeorespeorespeottt ooofff 
thththeee annuaannuaannua lll 

chargechargechargesss f rof rof rommm 
192192192777 

19219277 19219288 
ttoo 

19319344 
ttoo 

19319399 
ttoo 

onwardonwardonwardsss 19319333 19319388 19419433 
( Cap i to l(Cap i to l(Cap i to l --

i sed )i sed )i sed ) ... 
(3(3(3))) (5(5)) (6(6)) (7(7)) 

£ £ £ £ £ 
23,700,000 3,030,000 3,900,000 1,800,000 440,000 

N O T K , — T h e years g iven are tiuaiioial years . 



( C . ) - M I N I S T R Y OF T R A N S P O R T SCHEMES. 

ROAD AND B R I D G E P R O G R A M M E , 1919-20 . 

To assist in the provision of employment for demobilised members of His 
Majesty's Forces until such time as they could be re-absorbed into industry, the 
Government after the Armistice inaugurated a special fund for the purpose of 
making grants on certain conditions to Highway Authorities for road work. The 
total of such grants has amounted to approximately £9 ,328 ,000 for Great Britain 
and it is estimated that the works carried out by Local Authorities in order to earn a 
grant aggregated in cost to approximately £20 ,000 ,000 . 

U N E M P L O Y M E N T W O R K S ASS ISTED OUT OF THE R O A D F U N D . 

1920 -23 Programmes.
Thefirst" Unemployment Programme " proper was initiated by the Ministry of 

Transport in the Winter of 1920, and the following statement shows the total 
expenditure by the contributing parties to date and a forecast of expenditure during 
subsequent years, against the three programmes instituted prior to October 1923. 

Payments durinjr 
Financial Year. Road Fund. Exchequer. 

Unemployment 
Grants 

Committee. 

Local 
Authorities. 
(Estimated.) 

Total. 

£ £ £ £ 
1920.. 395,200 118,600 11,400 502.400 1,027,600 
1921.. 1,305.800 387,890 141,600 1,492,600 3,327.890 
1922 2,042.268 539,015 22,000 1,871.700 4,474,9*3 
1923.. 2,887.630 89,500 19,868 2,222,349 5,219,317 
1924.. 
1925. 

2,435,5(11 
1,287,174 

43,675 
21,457 

1,578,742 
986,613 

4,057,918 
2,245,244 

1926.. 670.229 479,035 1,149,264 
1927* 364,398 274,799 689,197 
1928.. 383,774 310,000 693,774 
1929.. 236,105 191,001 427,106 
1930.. 82,676 82,676 165,352 

12,040,755 1,135,005 260,000 9,991,915 23,427.675 

1,395,005 

13,435,760 

NOTE .—Dp to the end of December, 1927, of the total Government contribution amounting to £13,435,760— 
(a.) Net grants formally made, less balances of grants cancelled, amount to £13,296,467. 
(6.) Grants promised but not formally made to £138,292. 
(c.) Leaving a balance which has been partly hypothecated of £1,001. 

* Approximate payments during nine months ended 31st December, 1927, are: Road Fund, £271,000; 
Local Authorities (estimated), £197,000. 

October 1923 Programme.
An additional programme was authorised by the Government in October 1923. 

The following statement shows the expenditure by the contributing parties to the 
end of 1926, and a forecast of expenditure during subsequent years. 

Local Payments during- Road Fund. Authorities. Torn1 

Financial Year. (Estimated.) 

£ £ £ 
1923 21,499 10,044 31,543 
1921 1,230,321 566,361 1,796,682 
1925 1,787,897 805,764 2,593,661 
1926 1,618,170 719,297 2,337,467 
1927* 1,300,000 565,000 1,865,000 
1928 800,000 386,01)0 1,186,000 
1929 500,000 252,000 752,000 
1930 165,603 90,534 256,187 
1931 41,200 38,000 74,200 

7,464,690 3,428,000 10,892,690 

NOTE .—Up to the end of December, 1927, of the total Government contribution amounting to £7,464,690— 
(a.) Net grants formally made, less balauces of grants cancelled, amount to £7,862,196. 
(b.) Grants promised but not formally made to £102,384. 
(c.) Leaving a balance which has been partly hypothecated of £110. 

* Approximate payments during nine months ended 31st December, 1927, are: Road Fund, £925,000; 
Local Authorities (estimated), £397,000. 



February 1924 Programme. 

A further additional programme estimated to cost £13,500,000 was 
authorised by the late Government, towards which the Road Fund was to contribute 
a maximum of .£10,400,000. Th i s programme includes the construction of the 
L iverpoo l -East Lancashire road. For accounting reasons au amount of 
.£262,000 (Road Fund contribution) has now been transferred to the February 1925 
Programme. 

The fol lowing statement shows the expenditure by the contributing parties 
to the end of 1920 and a forecast of expenditure during subsequent years :— 

Local Payments during Road Fund. Authorities. Total. Financial Year. (Estimated.) 

£ £ £ 
1924
1925

 . . 
 . . 

138.237 
1,405,267 

40,00(1 
450.000 

178,237 
1,855,267 

1926 . . 1,754,978 550,000 2,304,978 
1927' . . 1,846,000 515.000 2.361,000 
1928
1929 

 . . 1,582.000 
1,380,0IKI 

461.000 
425.000 

2,043,000 
1,805,000 

1980 .. 1,025,000 345.000 1,370,000 
1931 . . 610,000 190,000 800,000 
1932 377,350 116,000 493,350 

10,118,832 3,092,000 13,210,832 

NOTE .—Up to the end of December, 1927, of the total Government contribution provided amounting 
to £10,118.832

(a.) Net grants formally made less balances of grants cancelled amount to £6,576,258. 
(A.) Grants promised but not formally made to £3,542,423. 
(c.) Leaving a balance which has been partly hypothecated of £151. 

* Approximate payments during nine mouths ended 31st December, 1927, are: Road Fund, £1,288,700; 
Local Authorities (estimated), £354,000. 

February 1925 Programme. 

The present Government has authorised a programme of works estimated 
to cost £4,492,308, towards which the Road Fund will contribute .£3,221,368. 
Owing to the transfer for accounting reasons of an amount of A'262,000 (Road 
Fund contribution) from the February 1924 Programme, the Government contribu
tion now amounts to .£3,483,308 towards an estimated cost of .£4,754,36S. 

The fol lowing statement shows the expenditure by the contributing parties 
to the end of 1920 and a forecast of expenditure during subsequent years :  — 

Local Payments during- Road Fund. Authorities. Total. Financial Year. (Estimaied.) 

£ £ £ 
1925 . . 490,945 170,000 606,945 
1926 . . 72S.893 275,000 1,003,893 
1927* . . 800,000 285,000 1,085,000 
192S 770,000 275,000 1,045,000 
1929 .. 500,000 200,000 700,000 
1930 . . 140,000 50,000 190,000 
1981 . . 47,530 1G.000 03,530 

3,483,308 1,271,000 * 4,754,308 

NOTE .—Up to the end of December, 1927, of the total Government contribution provided amounting 
to £3,483,308

(a.) Net grants formally mado less balances of grants cancelled amount to £2,520,059. 
(4.) Grants promised but not formally m&do to £800,349. 
(c.) Leaving a balance which has been partly hypothecated of £90,960. 

* Approximate payments during nine mouths euded 31st December, 1927, are: Road Fund, £588,030; 
Local Authorities (estimated), £210,000. 



Mersey Tunnel. 
In connection with the scheme for the construction of a tunnel under the River 

Mersey, a grant is being made from the Road Fund of 50 percent, of the approved 
cost of the tunnel, or£2,500,000, whichever is the less. 

The following statement shows the total expenditure by the contributing parties 
during 1926 and a forecast of expenditure during subsequent years:— 

Payments during Financial LocalRoad Fund. Total.Year. Authorities. 

i- £ £ 
1926 . . 101.113 101,113 202,226 
1927 . . 235,000 235.000 -170,000 
1928 . . 750,000 750,000 1,500.000 
1929 . . 750.000 750.000 1,500,000 
193(1  . . 500,000 500,000 1,000.000 
1931  . . 163.887 163,887 327,77-1 

2,500.000 2,500.000 5,000.000 

( D . ) — M I S C E L L A N E O U S . 

Total Expenditure Provision forPast Expenditure. 1921 to 1926. 1927. 

Exchequer. Other Sources. 
Schemes. 

1921 11)21 Exchequer. OtheOtherr 
SourcesSources.. 

ExchequerExchequer.. OtheOtherr 
SourcesSources.. 

to 1926. to 1926. 
1925. 1925. 

(1) (2) (3 ) (4) (5) (C) (7) (8) (9) 

£ £ £ £ £ £ £ £ 
(a.) Land Drainage S73.067 4,974 348.924 31,356 S78.0-I1 380,280 
(6.) Water Supply 4-1,033 6,562 101,346 16,260 50,595 117,606 
(c.) Wash Reclamation
(*/.) Forestry . . 
(e.) Light Railways 
(/.) Scottish Schemes 

. . 14,096 
430,000 
100,774 
168,440 

3,222 

S.040 
166,894 
117,631 21,607 

17,318 
430.000 
160,774 
176,480 

166,894 
139,238 

Totals 1,690.410 22,798 734,795 . 69,223 1,713,208 804,018 

2,517 ,226 

NOTES.— (1 . ) The figures given in this Table relate to " Financial Years." 
(2.) Provision for the above expenditure was made on various votes. 



T A B L E 4. 

L A N D SETTLEMENT . 

In England and Wales the provision of small holdings under the Land Settle
ment (Facilities) Act, 1919, and other Land Settlement Schemes for the benefit 
primarily of ex-Service men, are carried out (a) through the agency of County 
Councils and Councils of County Boroughs and (b) through the Ministry of 
Agriculture and Fisheries. 

Settlement through Local A uthorities.—The net capital cost of these schemes up 
to the 31st March, 1926, when the Land Settlement Scheme came to an end, is 
estimated to be £15,250,000. of which approximately £14.050,000 (net) was loaned 
by the Public Works Loan Board. Interest in respect of such loans is payable by 
Councils. Under Section 26 of the Land Settlement (Facilities) Act, 1919, the 
Exchequer bears the loss incurred up to the 31st March, 1926, on the Councils' Small 
Holdings account (e.g., due to charging a fair as opposed to an economic rent), so 
far as such loss had been reasonably and necessarily incurred. 

As from the 1st April. 1926. the Exchequer assistance takes the form of annual 
contributions to meet the difference between the loan charges and the estimated net 
income from the Councils' estates. These contributions which did not commence 
until the year 1927. will vary from year to year, and their total capitalized value 
cannot at present be estimated. 

In Scotland land settlement is not conducted through the agency of County 
Councils. 

Ministry's Settlements.—Since 1916 a number of properties have been 
acquired, and the capital expenditure thereon and the difference, if any, between 
the annual cost of maintaining and administering them and the rents received from 
small holders is being borne by the Excheo.uer. Some of these properties have been 
disposed of and the net expenditure on the remainder does not involve an appreciable 
cash call upon the Exchequer, as additional capital expenditure is met from the 
surplus cash revenue or from proceeds of sale of property. 

L A X D S E T T L E M E N T . 

( A . )—ENGLAND A N D W A L E S . (Estimates, Class VI, Vote 8.) 

Estimated Total Expenditure 
Expenditure. Provision in to March 31, 1928. 

Nature of Exchequer Assistance. Armistice to 1927 (Approximate Net Expendi-
March 31, 1927. Estimates. ture to end of Dec, 1927, 

is given in brackets.) 

- £ £ 

Payments to Councils for losses 

Farm settlements 

4,956,690((i) 

775,773 
650,000 

5 

5.789,000 
(5,626,014 Dec.) 

771,000 
(764,100 Dec.) 

Totals 5,732,4 6:5 650,005 0,560,000 

(a) Represents expenditure since the Armistice, but is exclusive of payments, amounting to £110,921 
since the Armistice in respect of losses incurred by Councils in the period 1908-1919. 

(B . )—SCOTLAND. (Estimates, Class VI, Vote 16.) 

Amount from Amount from April 1. 1927. to Armistice to Total. — end of Dec, March 31, 1927. 1927. 

(1) (3) (4) 

£ £ £ 
Net expenditure by Hoard of Agriculture for 

Scotland 2,050,842 103,002 ' 2,153,814* 

* These figures include :— £ 
Expenditure on (a) Public Works in Congested Districts.. .  . .  . 90,226 

and (6) Rural Housing . . . . .  . .  . .  . 170,102 
[17159] D 



SCHEMES FOR T R A I N I N G W O M E N AND J U V E N I L E S AND YOUNG U N E M P L O Y E D F I T M E N . 

(Estimates, Class V, Vote 8.) 
(a.) Women. 

The following table aggregates: (i) the expenditure incurred wholly by the 
Ministry of Labour in connection with the Registered Unemployed Womens Scheme 
which operated from 1919 to 1921; (ii) the expenditure on schemes for training 
women in Domestic Service, &c, under the auspices of the Central Committee for 
Women's Training. Up to the 31st July, 1924, the cost of this scheme was met 
partly from Exchequer Grants and party from other sources, but, as from the 
1st August. 1924, the whole cost has been borne by the Exchequer. 

EstimateEstimatedd TotaTotall 
Approximate Not Kx-)euditure from 

Armistice to March 31, 1927. 

Proposed 
Provision for 

1927. 

ExpenditurExpendituree 
frofromm ArmisticArmisticee ttoo 
MarcMarchh 3131,, 192S192S.. 

Exchequer. Other 
Sources. Total. Exchequer. 

(Approximat(Approximatee NeNett ExEx-
penditurpenditurcc ttoo enendd ooff 

Dec.Dec.,, 19271927,, 
iiss givegivenn iinn brackets.brackets.)) 

( 1  ) (2) (3) (5) 

£ £ £ £ 
579,032 21-1.108 793,800 52,000 845,800 

(821,402 Dec.) 

(b.) Juceniles. 

After the Armistice, Juvenile Unemployment Centres were opened in certain 
localities to deal with the problem of unemployed juveniles. Alter a period of 
closure centres were again established, and the cost, which was originally shared by
the Board of Education and Local Authorities, was, from the 1st April, 1923, to the 
31st March, 1924, partly met out of Relief of Unemployment Vote by grants up to 
75 per cent, in respect of approved schemes, the Local Authority providing the 
remaining 25 per cent. From the 1st April, 1924, the Exchequer Grant was, as an 
emergency measure, for so long as unemployment amongst juveniles remains acute,
raised to 100 per cent, of the approved out-of-pocket expenses of Local Education 
Authorities. 

From the 1st April, 1926. the Exchequer Grant was revised as follows :— 

(1.) To Authorities in whose areas the average rale of unemployment among insured 
juveniles exceeded 0 per cent, during the twelve months which ended on the 
23rd November, 1925. 

A per capita grant fixed by the Minister for each Authority separately equal 
to the approved average weekly cost to the Authority of each Juvenile in average 
attendance, taking into account recurrent expenditure only, during the twelve 
months which ended on the 30th June, 30th September, or 31st December, 1925,
whichever was the latest period for which consecutive claims had been received. If 
complete figures for one year ending on one of the above dates were not available, 
or if the Authority had not previously opened Centres, the per capita grant was fixed 
by the Minister on such information, including the Authority^' proposals for 
1926 , as was available to him. 

(2.) To Authorities in whose areas the average rate of unemployment among insured 
juveniles was not less than 3 per cent, and not more than 6 per cent, during
the twelve months which ended on the 23rd November, 1925. 

Either (i) a per capita grant calculated as in (1) above, but equal to three
quarters only of the approved average weekly cost, or (ii) a grant of 75 per cent, 
of the approved out-of-pocket expenditure incurred by the Authority during the 
financial yfitw Ju26. as il\e Authority chose. 



(3.) To A uthorities in whose areas the average rate of unemployment among insured 
juveniles ivas less than 3 per cent, during the year which ended on the 
23rd November, 1925. 

Normally no grant is payable, but if in the case of a County Council the 
Authority can show that there are clearly denned districts where the average 
percentage of insured juveniles unemployed (luring the year was definitely abnormal,
the Minister is prepared in approved cases to sanction grant as in (2) above in respect 
of expenditure on Centres serving these districts. 

In the case of approved Centres established by Authorities who are Authorities 
for elementary education, only grant is paid under (1) or (2) above, according to the 
percentage of unemployment among insured juveniles in the area of the Authority
tor elementary education only, provided that the proposal of the Authority has 
received the concurrence of the County Authority concerned. 

From the 1st April, 1927, the Exchequer grant is payable under terms similar 
to those in force for the financial year 1026, with the exception that, to 
qualify for grant under paragraph 1, the average rate of unemployment among
insured juveniles in the area, of an Authority must have exceeded 7 per cent, for 
the calendar year 192(5. Further, per capita giants were revised so that the 
maximum rate of grant is 5s. for boys and 'i.s-. ()d. for girls per week of 15 hours 
instruction. * 

Estimated Net Expenditure from Armist ice Provision fo r EstimateEstimatedd TotaTotallto March 31, 1927. 11)27. ExpenditurExpendituree 
frofromm ArmisticeArmistice,, ttoo 

Exchequer. Other 
Sources. Total. Exchequer. MarcMarchh 3131,, 19281928.. 

( O (2) (3) (4) (51 

£ £ £ £ £ 
352.000 2-1,000 (a) !76,000 60.000 -130,000 

(d.) In addition, a scheme of Juvenile War Scholarships met from sources other than Government Grants 
was administered through tho Hoard of Education, and cost approximately £ 1 8 , 3 8 0 . The last scholarship 
terminated in December, 11121. 

(c.) Young Unemployed Fit Men. 
The Ministry of Labour is conducting, as an experimental measure, a scheme of 

training for the benefit of young unemployed men between the ages of 19 and 25 (up
to 29 for ex-service men) of a class who, owing to the prolonged trade depression,
have had no opportunity of learning a skilled trade. Two urban and two rural 
centres have been established. The length of a course of training varies from 
10 to 26 weeks.. 

Estimated Total Expenditure 
to March 31, 1928.Estimated Expenditure to Provision for 1927. (Approximate Net Expendi-March 31. 1927. ture to end of Dec, 1927, 

is given in brackets.) 

£ £ £ 
203,47203,4733 149,132 352,005 

(277,074 Dec.) 

\ 1715*J] 



T R A D E F A C I L I T I E S GUARANTEED SCHEMES. 

(Estimates, Class VI, Vote 5.) 
(a.) Export Credits. 

Under the Export Credits Scheme, which is intended to facilitate the resumption 
of the ordinary means whereby traders can obtain facilities from their bankers to 
enable them tofinancetheir export trade, the Government guarantee drafts drawn 
against shipments of goods exported from Great Britain to approved countries 
abroad. 

Originally a system of Cash Advances against Bills of Exchange was adopted,
but has been discontinued and superseded by a system of " Guarantees." 

P E R I O  D ended December 31, 1027. 

Advances Scheme (Operative from 1919 to 1922). 

Balance ofAdvances Repayment of Advances AmountsAdvances Advances Made.Sanctioned. Advances. Written Off. Outstanding. not Required. 

£ £ £ £ £ £ 
3,164,257 1,412,107 1.702,150 646,866 022,692 182,592 

i 

Guarantee Scheme (Operative July 1921 to June 30, 1926). 

Guarantees Taken Up. Bills Paid andSanctionSanctionss LapseLapsedd oorrTotal Sanctions. GuaranteesCancelledCancelled.. Original Bills. Renewals. Cancelled. 

££ £ £ £ 
30,000,950 23,509,426 6,260,568 16,549,480 22,239,019 

Guarantee Scheme (Operative from July 1, 1926). 

Guarantees Taken Up. Bills Paid andSanctionSanctionss LapseLapsedd oorr
Total Sanctions. GuaranteesCancelledCancelled.. Original Bills. Renewals. Cancelled. 

£ £ £ £ £ 
2,439,811 791,078 851,475 8,231 351,271 

£ 
Amount authorised by Acts of Parliament J6,000,000 

Advances Scheme f Advances outstanding (including £922,692 amounts 
(1919-1922) \ written off) 1,105,284 

,, o , I Sanctions outstanding which may mature 230,'J5u 
G uarautee Scheme J Q nd in  g 571,029l m n u l t w s o l l t s t A  

(July lJ.il to ^  A i t t e  off with Treasury approval 23,255 
June 30, l j - b )  ^ N e  t p j  X V l n e u t  o y E.C.D. on guarantees  . . 210,993 

m 0 l m t 3 w r  n

s

,, , f Sanctions outstanding which may mature 797,261 
Guarantee Scheme I l n ( i m u l i o n  d f n g 443,040s o u t e t a n  

(troui "l Uuarautees outstanding 508,435 
July l, u- t ) j  ^ N u  p y m e l , t s by E.C.D. on guarantees 2,942t a 

3,893,195 

Balance available "22,106,805 

NOTE , When a renewal is granted the old bills are cancelled and the renewal bills (usually for a 
reduced amount) are included under the heading of Guarantees Taken Up (Renewals). 
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(b.) Guarantees under Trade Facilities Acts, 1921 to 1926. 
Under these Acts the Treasury is empowered, on the advice of an Advisory 

Committee, to guarantee the payment of interest and principal, or either interest 
or principal, of loans raised in connection with capital undertakings, provided the 
loans are expended in such a way as to relieve unemployment in Great Britain. 

P O S I T I O N at December 31 , 1927. 

Exchequer contingent liability authorised by Trade £ 
Facilities Acts, 1921 to 1926, in respect of 
capital .... .... .... .... .... 75,000,000 

Total capital amount in respect of which Treasury 
has given guarantees

Total amount of guaranteed
completed yet ....

Total of loans repaid ....

 ....
 loans

 ....
 ....

 ....
 not

 ...
 ....

 ....
 .£ 
 4,947,500 
 2,814,180 

 74,251,780 

7,701,680 

Total of loans outstanding .... .... .... 66,490,100 

(NOTE.—The above Acts expired on the 31st March, 1927.) 



E X P E N D I T U R E BY POOR L A W A U T H O R I T I E S ON T H E R E L I E F OF THE POOR AND PURPOSES 
CONNECTED T H E R E W I T H . 

( A . ) — E N G L A N D AND W A L E S 

As from the 1st April. 1922, special returns have been obtained of the expenditure 
on Poor Law Relief given in their own homes to persons ordinarily engaged in some 
regular occupation, out these figures must necessarily be accepted with caution. 
Prior to this date no comparable figure is obtainable, but it is estimated that similar 
expenditure amounted to approximately £500.000 in 1920 and to £8,000,000 in 1921. 

Total Approximate Domiciliary Relief in Money or Kind to persons ordin-
Expenditure in aiily engaged in some Regular Occupation and their 

respect of all classes Dependants (included in column 2). 
of Poor (including 

Period. the Sick, Aged. Persons Iusured 
Widows, &c.) other under the (Juein- Persons not so Approximate than Capital ployment Insurance Insured and their Total. Expenditure out of Acts and their Dependants. 

I .i -ans . Dependants. 

( 1 ) (2) (3) (4) (5) 
I 

£ 
Armistice to March 31, 1920 30,567,241 Not separately ascertained 
1920 31,924,954 Do. do. 5i 10.000 

(estimated) 
1921 42.272,555 Do. do. 8,000,000 

(estimated) 
1922 41,934,437 9,414.708 949,126 10,363,834 
1923 37.8S2.282 6,409.265 793,705 7,202,970 
1924 36,841,768 4,174,382 646,053 4,820,435 
1925 40.0S3.372 5,704,074 667,802 6,371,876 
1926 51,750,000 Not separately ascertained 15,099,772 

(estimated) 
1927, April (5 weeks) ! Not yet ascertained Do. I do. 700,886 

May (4 weeks) Do. do. 531,772 
June (4 weeks) Do. dc. 524,567 
July (5 weeks) Do. do. 639,686 
August (4 weeks) Do. do. 514,785 
September (4 weeks) Do. do. 501,524 
October (5 weeks) Do. do. 631,430 
November (4 weeks) Do. do. 509,512 

Approximate total: Armistice to November 26, 1927 56,913,049 

NOTE .—The years given are financial years. 



(B . )— SCOTLAND. 

The Poor Law Emergency Provisions (Scotland) Act, 1921, conferred on Pariah 
Councils in Scotland, for the first time, power to grant poor relief to the able-bodied 
poor. Particulars are not available regarding the number of unemployed persons 
in receipt of poor relief who were insured under the Unemployment Insurance Acts. 

J4 Approximate Expendi
ture on Outdoor Relief to 
('i) tho Destitute Able

bodied Unemployed 
Total Approximate under the Poor Law 

Expenditure in respect of Emergency Provisions 
Period. Poor of all Classes other (Scotland) Act, 1921 , aud 

than Capital Expenditure (6) Coal Workers' 
out of Loans. Families under the Poor 

IMW Emergency 
Provisions (Scotland) 

Act, 1927 
(included in column 2 )  . 

( 1 ) (2) (3) 

£ £ 
Armistice to May 15. 1920 2,945.591 
1920 .. .. 2.797,695 500 (estimated) 
1921 3,770,752 662,731 
1922 . . . . . . 4,538,127 1,353,278 
1923 4,370,609 1,1:57,521 
1924 . . . . . 3,961,683 63S.766 
1925 4,375,034 1 JOt'3,308 
1926 Not yet ascertained. +2.2O5.S00 

t l 9 2 7 May ( 2 weeks) . . t* i* 63,700 
June ( 4 weeks) 125,200 

* * ,

July (  5 weeks) ,* .* 153.700 
August ( 4 weeks) . . it i* 122,400 
September ( 4 weeks) . . 1, 19 117,600 
October ( 5 weeks) . . 11 11 143,000 
November ( 4 weeks) .. 11 11 114,400 

Total: Armistice to November 26 . 1927 7,801.904 

* The tigures exclude expenditure on interest and wages of extra staff—£13,240 in 1921, £101,330 in 
1922, £133,386 in 1923, £146,847 in 1924 and £146,781 in 1925. 

t From May 16, 1927. The cost for four weeks in April was £129,400, and for the first two weeks in 
May £64,700. 

1 Poor relief to coal workers' families was paid during the coal dispute under the Poor Law Emergency 
Provisions (Scotland) Act, 1927, and under the Poor Law Emergency Provisions (Scotland) Act, 1921, after 
the termination of the dispute. Duriug the period of the dispute (about May 12 to December 12, 1926), the 
relief paid under the Poor Law Emergency Provisions (Scotland) Act, 1927, amounted to about £640,900 
(to May 15, £1,481; remainder of May, £54,500; June, £105,700; July, £124,700; August, £93,000; 
September, £86,500; October, £97,200; November. £66,000; to December 11, £11,800). ^ 

NOTE .—The years quoted above are the Scottish Local Authority's financial years, which terminate in 
the month of May. 

O 



TILTS DOCUMENT IS THE PROPERTY OF HIS BRITANNIC MAJESTY 'S GOVERNMENT. 

SECRET-. -
C A B I N E T  . 

C.P.28 (28) 
C H I N A  , 

Return of the Third Destroyer Flotilla, 

^Kote by the First Lord of the Admiralty. 

The return of the Third Destroyer Flotilla 

from China will shortly be necessary to meet administrative 

and training requirements. 

The Commander-in-Chief, China, has intimated hia 

ability to spare the Flotilla without relief when the state 

of the Yangtse admits of cruisers proceeding to Hankow. 

Provided, therefore, that the political situation 

in China, in the interval, gives rise to no necessity for 

modifying this arrangement, the Flotilla will be withdrawn 

from China about the beginning of May. 

J 

Admiralty, S.W. 1. 

2nd February, 1928. 



fThia Document is the Property of His Britannic Maje8ty's Government.") 

Printed for I lie Cabinet. Glh February 192S. 
S E C R E T . 
CP. 21) (2S). 

Indianisation of the Indian Army. d 
(Reference para. 23 of CP. 326/27.) 

MEMORANDUM BY THE SECRETARY OF STATE FOR INDIA. 
I circulate a copy of an ollicial telegram, dated 21th January 192S, from the 

Government of India, in which they raise three questions covered by the Cabinet 
decisions of the 22ud December, on the Indianisation of the Indian Army. The lirst 
relates to the stage at which tho proposed change in the form of commission should 
be given effect ; the second to the announcement of a maximum number of vacancies 
at Woolwich ; and the third to the method of einplo3'iiig Indians who succeed in 
passing out of Cranwell. The lirst, though it attracted less attention than the others 
in the discussions of the Government of India's proposal, will be found to be the 
most important. 

(I) The Government or India proposed that Indian officers from Sandhurst should 
cease to receive the Full King's Commission, and should be given a King's India 
Commission, at tin; point when a steady supply of Indian officers in increased numbers 
appears to be assured, and some, at least, of the Imlianising units an; completely 
organised on the British pattern, or are in a fair way to becoming so, when it can be 
said that the nucleus of a " Dominion Army" exists. The decision recorded by the 
Cabinet in para. 23 of CP. 320 (27) was, " We agree with the Government of India 
that, under their present proposals, India ought to be put on the same footing in 
this respect as the Dominions. We consider, however, that it woidd be proper to 
make the change now, when the number of Indians already holding the full King's 
Commission is still small.'' So far, the difference between the two appears to be one 
of expediency rather than of principle. Hut the Government of Jndia's proposal was 
an integral part of a larger scheme. They contemplated an announcement that the 
ultimate goal of Indianisation was the creation of a self-contained Dominion Army. 
It would logically follow from such an announcement thai a change in the form of 
commission would be inevitable ; and it would also follow most naturally, though 
not in this ease inevitably, that the change should take place when the Government 
of India could point to the existence of a nucleus of the Dominion Army in the shape 
of one or more units organised on the British pattern. The Cabinet, however, decided 
that the use of the term "Dominion Army" must be avoided, and restricted the 
scope of the announcement to a statement that the Governments policy is to give 
better opportunities for the advancement of Indian officers in the development 
of a force within the Indian Army officered by Indians. The Government of India 
now represent in effect that if they are restricted to an announcement in those terms, 
they can advance little or no convincing reason to justify an immediate change to 
what will, wrongly but inevitably, be regarded as an inferior type of commission. 
Consequently, they ask that, the change in the form of commission should be 
postponed, and the greater part of their telegram is directed to show that 
postponement will not result in serious inconveniences. On this qioint I agree 
with them for reasons which will be given below. Hut they also proceed to suggest 
that, no intimation, or as little as possible, should be given at present that a change 
in the form of commission may ultimately result from the policy. I do not believe 
that it would be wise, or oven fair, to prospective Indian candidates for the Army, 
to suppress that fact if it can be avoided. The problems which I therefore ask my 
colleagues to consider are, first, whether they would assent to a less restricted 
formula than that embodied in their previous decision ; and secondly, whether in any 
case they will agree to a postponement of tho change in the form of commission. 

On tho lirst, the difficulty felt by my colleagues was confined to the use of the term 
"Dominion" in direct relation with a feature of the Indian polity. I may explain 
that the term "Dominion Army " has hitherto been used in official discussions merely 
as a convenient way of describing the type of self-contained, homogeneous and 
exclusively Indian force which the policy of Indianisation is designed to produce. 
From that point of view any other suitable term or periphrasis, if it can lie found, 
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would servo the purpose equally well. 1 have discussed tho matter in private 
correspondence with the Viceroy, and circulate copies of telegrams, from which it will 
be seen that we have agreed provisionally on a formula which on the one hand would 
give the Government of India latitude to expound the full scope of our policy, and 
on the other hand is, I believe, free from the objections taken by my colleagues to 
the use of the term *' Dominion Army." The phrase I suggest for their acceptance 
is italicised in the following sentence, which 1 would propose to substitute for the 
penultimate sentence of para. 22 of the Cabinet Report as it now stands:— 

"In these circumstances we see no objection to an announcement that the 
Governments -policy contemplates that, as India progresses towards full, self
government within the Ein pi re, there may he, in process of development au arm;/ 
of lite same character as the Dominions Armies, organised on a national basis 
and ofiiccrcd hij Indians, provided that it is definitely required," &c. 

The object is to describe the policy in comprehensive terms while avoiding the 
dangerous connotations which may attach to particular words. 

The second problem, whether the change in tho form of commission should be 
postponed for the present, resolves itself, to my mind, into a matter of practical 
expediency, and I can find no effective answer to the arguments advanced by the 
Government of India in the first three paragraphs of their telegram. I attach 
particular importance to the argument that so long as we require Indian cadets to 
pass through Sandhurst, and so long as we continue to employ them in an organisation 
indistinguishable from the remainder of the Indian Army, it would be unfair to 
confer upon them a restricted type of commission. A Canadian ollicer, for example, 
can qualify for a commission amid familiar surroundings in his own country, and he 
is thereupon posted to a local force which already exists to receive him. If he were 
required to come to linglaud in order to pass through Sandhurst, and were thereafter 
appointed to a force indistinguishable from the Imperial Land Forces, I cannot 
believe that lie could be expected to acquiesce in the grant of a local form of 
commission ; and 1 do not think we should ask the Indian to do what we could not 
ask the Canadian to do, especially as we insist that Indians are not to bo entitled 
hereafter to more than olficers of the Dominions Forces in respect of powers of 
command. 

I would urge, therefore, that the decision contained in para. 22 of CP. 320 (27) 
should be modified as suggested above, and that, as regards para. 23, the Government 
of Jndia's proposal as to the stage at which the form of commission should be 
changed should bo accepted. 

(2) The Cabinet\s decision as recorded in.the last part of para. 27 of CP. 320 (27) 
is " until, however, a definite scheme has been agreed upon, it would be premature 
to come to any decision as to the number to be admitted annually " (to Woolwich). 
In para, o of their telegram the Government of India ask to be permitted to announce 
a definite number as a maximum, subject to their evolving a suitable scheme for the 
employment of Indians commissioned from Woolwich. My impression is that my 
colleagues objected to an announcement that so many vacancies would be reserved 
for Indians at Woolwich. I doubt whether that objection would apply to a statement 
(of what is after all a fact) that the Army Council would be prepared to accept 
Indians at Woolwich up to a maximum of six a year, which involves no promise of 
reserved vacancies, or even, in present circumstances, of employment on passing out 
of Woolwich. 1 suggest that the Government of lndia's view should be accepted. 

('.'!) The Government of India also ask for a decision on the alternative scheme 
for the employment of Indians who pass out of Cranwell, which was suggested in 
the Vicoroy's telegram of the 3rd December, circulated with LI.A. 0. I am in 
communication:.with the Air Ministry on this matter, and suggest that if we can agree 
on a solution that conforms with the principles already laid down by tho Cabinet, 
I should be authorised to inform the Government of India accordingly. The agreed 
scheme would of course be reported to my colleagues. 

INDIA OFFICE, HI UK FX II FA D. 
0th February 1028. 
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Telegram from Viceroy, Army Department, to Secretary of Stale, for India, 
dated 2\lh January l'.)2S. 

175 S. Secret. Your telegram of the 25th December, 3626. Indian Sandhurst 
Committees Report. We are glad that our proposals have beeu so largely accepted. 
On one point only of importance we would ask Cabinet to reconsider their views. 
In para. I of your telegram it is stated that His Majesty's Government consider that 
it would be proper to make the change in type of commission to be held by Indian 
officers now when number of Indians already holding full Iving's Commission is still 
sma.ll. In making the proposal contained in para. 1 of our telegram of the .18th July 
and amplified in our telegram of the Sth December, we had very fully and carefully 
considered (see para. 7 of our Despatch dated 13th October) the fact that the longer 
we postponed the change the greater would be the number of Indian officers holding 
full King's Commission at the time of the change, and then-fore, in this respect, 
change would be harder to make. But we were convinced that this disadvantage 
was outweighed by those which would ensue if we decided upon and announced a 
restricted type of commission before tiny other part of the scheme had come into 
effect. This conviction has been strengthened by learning, as we have been able to 
do, the strong feeling that underlay the recommendations in paras. 0 and 30" of the 
Report that full King's Commission should be maintained. Two Indian members of 
the Committee were officers commissioned from the Imperial Cadet Corps and have 
experienced in their own careers the disabilities and loss of prestige that, accompanies 
a restricted type of commission. Both they aud the other members of the Committee 
attached very great importance to the point. 

It is certain that, if the change is made at once, we should lose whatever support 
we could otherwise expect in the Legislature and Press, including that of European 
members and newspapers. So long as Indians are subjected to exactly the same tests 
and training as British officers aud serve in an organisation indistinguishable from 
remainder of Indian Army, it woidd be held illogical and unfair to confer upon them 
a restricted type of commission. If it. were only a question of weathering a storm in 
the Legislature and in the Press we might be prepared to face it, although failure 
to carry any section of public opinion with us in this matter would undoubtedly 
embarrass us in conduct of Government policy as a whole during the session. But 
we should be liable to accusation of deliberately denying the scheme a fair chance by 
making it unattractive to recruits and of taking away with the one hand what we 
profess to offer with the other. We are ready to meet and refute the argument that 
the principle of eight units system implies invidious segregation, but, if Indian 
officers continue to serve under that system within the Indian Army and are at the 
same time stamped with an inferior type of commission, it would be hard to deny 
that this was segregation in extreme form. The decision would have a depressing 
effect on Indians who at present hold or aspire to the King's Commission, although 
the former would be personally unaffected. We anticipate that this sentiment would 
be worked upon by political influences to such an extent as to discourage recruitment 
altogether, and, as we said in para, -1 of our telegram of the ISth July, to wreck the 
scheme at the outset. 

We wish to emphasise that, if this happens—in other words, that if our proposal 
fails for any reason other than that material for officering the proposed force turns 
out in fact not. to exist-we shall not have met in any degree tho demand for 
Indianisation, but will have to face, in addition, a renewed and more reasonable 
agitation for the immediate establishment of an Indian Military College, and probably 
for a lower standard of efficiency than is required of British officers. 

2. We turn to the one practical objection to postponing the change, namely, that 
the number of officers holding full King's Commission will be indefinitely increased. 
As far as Indians are concerned, logical:and appropriate time to create a distinctive 
type of commission analogous to that given to officers in forces of self-governing 
Dominions would be when a distinctive force in some degree analogous to forces in 
the Dominions is securely established and assured of a continuous supply of officer 
recruits from its own Military College. For the reasons given in para. 7 of our 
Despatch, we wish to introduce change tit the stage indicated in our telegram of the 
Sth December. We think that the success of the scheme and organisation of a 
distinctive Indian force, if they eventuate, will greatly help to reconcile Indian 
opinion to the conditions laid down in the commission'. 

3. As regards the possibility of Indians rising to positions in which they might 
indirectly (sic ?iu due course) command British officers aud British troops, wo woidd 
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point out thai boys entering Sandhurst under the new scheme will not reach such 
a position until about I960; that on an average not more than one officer in four or 
the Indian Army becomes a Brigadier; that an Indian selected for appointment to a 
brigade would be cx hypothesi an officer lit lo command a brigade ; that by thai lime 
a completely Indianiscd Brigade Command would probably be available for him if 
the scheme succeeds; and that in any case the problem will arise with respect to 
Indian officers already holding lull King's Commission from about 1918 onwards. 
We should, however, urge that, as far as concerns British recruitment, the position is 
sufficiently safeguarded by retaining eight units principle of Indianisation by units, 
and that it should not be beyond the capacity of the Government of the day lo 
devise meaus for dealing, 30 years hence, with the limited problems described above. 

I. We accordingly stiggest that, as wc are not now to announce that Dominion 
Army is the goal, or to refer to Dominion Army at all, wc should not say anything 
about an altered type of commission, but, if pressed to make a definite statement, 
should say that no change is proposed at present, and that it will be time enough to 
consider conferring a distinctive type of commission when Indians have taken 
advantage of enlarged opportunities now- offered lo them, and when the new force is 
a securely-established fact. When these conditions prevail, thoy would probably 
justify or, indeed, necessitate establishment of an Indian Sandhurst. 

o. As regards Woolwich vacancies, we are certain to be pressed lo state vacancies 
available, ami told that oiler will be an empty one if these are to be restricted to one 
or two. We urge, therefore, that we may be permitted to announce definite number 
as maximum, subject to our evolving suitable scheme described in para. 7 of your 
telegram. With regard to Cranwell, as no Indian Air Unit exists at present to which 
Indian officers could be posted, it would be sufficient to announce that Indians will be 
eligible lor admission to Cranwell, and that number of vacancies will be fixed as soon 
as a satisfactory scheme for their eventual employment in an Indian Air ("nit has 
been completed. But we should much prefer (o receive decision of His Majesty's 
Government, on alternative scheme referred to in para. S of your telegram in time for 
announcement, as we are sure to be pressed on the subject. 

G. On receiving reply to this telegram, we will consider occasion and manner in 
which to announce conclusions to the Assembly, and will inform yon as early as 
possible beforehand. Wc shall be grateful for very early reply in view oT the 
Assembly meeting early next month. 

Telegram from Secretary of Stale for India to Viceroy, dated 27th January 1928. 

250. Private and personal. Your ollicial telegram of 24th January, No. 175 S., 
on Indianisation. I see force of your arguments for postponing change in form 
of commission as you propose, but I still think it very desirable to announce 
definitely that, our policy will sooner or later involve that change, and I doubt 
expediency of any ambiguity on this point. I recognise, however, difficulty of 
making such announcement when you are precluded from defining character of army 
which may be expected to emerge from our policy. Would it help you if I tried to 
obtain modification of Cabinet decision as conveyed in para. 2 of my official telegram 
of 20th December, No. 3G20, in the following sense :—': They see no objection to 
announcement that Governments policy contemplates that when India attains to full 
self-government within the Empire, there may be in process.of development an army 
of the same character as the Dominions armies, organised on a national basis and 
officered by Indians, provided, &c." ? If this would ease your way in announcing now 
that, we contemplate change in commission hereafter, I should be willing to try to get 
Cabinet to agree to modification in above sense, and also to postponement of change 
in commission. 

I will also represent your views as to Woolwich. 
As regards Cranwell, may I make official, for purpose of further discussion with 

Air Ministry, that part of your private and personal telegram of 3rd December, 
No. 5(31 S., which begins "1 think that we must all agree" and ends "success or 
otherwise of this initial flight " ? 

Have you had opportunity of discussing subject with Secretary of State for War ? 



Telegram from Viceroy to Secretary of Stale for India, dated ird February 10:28. 
No. -10 S. Private ami personal. indianisation. We have discussed in Council 

suggestions contained in your private and personal telegram dated 27th January. 
We should bo grateful for modifications which you propose in Cabinet's decision as 
conveyed in para. 2 of your ollicial telegram of 25th December,' with one further 
small modification. We think that expression "when India attains to full self
government within the Empire" points to a too distant stage, and we would prefer 
that passage should run "as India progresses towards full self-government within the 
Empire." The announcement as thus revised would certainly make it easier for us to 
refer to contemplated change in type of commission. Assuming, as J do, that Cabinet 
will now agree to postponement of actual change, in these circumstances we should 
have no objection to making a statement, about commissions in the Legislature, 
without waiting to be questioned on the point. Tho problem is to find a formula 
that will adequately pave the way for change when it takes place, and will not, on 
the other hand, affront public opinion now. I think it is essential that the matter 
should be thought out to its full logical conclusion, and that we should ourselves 
realise exactly what results will be before wo make any too precise or positive 
pronouncement. The position of India differs, of course, from that of the Dominions 
in that in the Dominions there are no British troops and in India wc naturally have 
British ami Indian troops serving side by side. When Dominions officers do duty 
cither in England or in India, or Dominions troops lake part in active service 
operations alongside British troops, Dominions officers are at present granted King's 
Commissions to place them on the same footing as British officers. Indian opinion 
will naturally, when the lime comes, demand that their ollicers should in all respects 
be placed in the same position as Dominions officers, and when, therefore, that stage 
was reached a decision would have to be taken as to the best means of meeting the 
situation. 

That, however, does not arise now, but 1 draw your attention to it in order to show 
why I think it undesirable that we should, at this stage, go beyond some such 
announcement as follows: "We anticipate that when that stage (i.e. the stage 
adumbrated in the revised announcement referred to above) has been reached, it may 
be necessary to consider the question of conferring upon Indians who will be 
commissioned thereafter into that army some type of commission such as is held by 
officers of Dominions forces in other parts of Empire, but that that point would only 
arise if and when our scheme had taken definite shape and its success was assured." 
It would be made clear that for the present we were doing no more than place 
Assembly in possession of our own immediate intentions in regard to the Indian 
Sandhurst. Committee Report. 

Para. 2 regarding Cranwell. i agree that the portion of my private and personal 
telegram No. 501 8. to which you refer may be made official. 

Para. 3. 1 discussed informally with the Secretary of State for War, and so did 
Birdwood, and he said he would not have any objection to the postponement of the 
change in type of the commission. 

j 
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CABINET. 

N O T E BY T H E C H A N C E L L O R OF E X C H E Q U E R . 

I C IRCULATE for the information of the Cabinet opinions expressed by certain 
representative business men whom I have consulted confidentially and separately 
in regard to the plan proposed in my memorandum CP. S (28), namely, Sir Josiah 
Stamp. Lord Weir and Sir Arthur Duckham (with Mr. David Allan). 

W. S. C. 
Treasury Chambers, S.W. 1, 

February 2, 1928. 

Fusion Station, London, NAY. 1, 
My dear Chancellor, January 24, 1928. 

Your revised Scheme for Rating Relief. 
1. The elimination of the Profits Tax removes myfirst objection. 
2. The balancing of the finance of the scheme with a definite balance removes 

niv second difficulty, for it makes it unneecssarv to assess the economic and 
political disadvantages of a deficit and balance it doubtfully against estimates of 
economic advantages. These advantages to the relieved trades may be small in 
their influence on price and employment in many instances, and they may be 
substantial and potent in others, but in either case they are clear gain, and it is 
unnecessary to try to measure them exactly. 

3. The new device of afiat National Rate as a price of remission is equivalent 
in effect to a partial pooling of rates and, therefore, almost entirely beneficent in 
influence. It will serve to break the vicious circle in the heavily rated areas and 
to prevent unnecessary economic migrations. 

4. The undeserved difficulties into which existing concerns have Jbeen plunged 
in heavily rated areas through disproportionate additions to rates will be relieved, 
and even if the effect does not come out in a price change for the whole trade, but 
stays in the increased profits, the effect is common justice. 

5. The petrol tax has many incidental advantages and fewer disadvantages 
than most taxes. 

G. I am treating the machinery of local grants and reliefs as administrative 
and technical, and have no objection to raise to the scheme on economic linos. 

Yours sincerely, 
J. C. STAMP. 

The Right Hon. Winston Churchill, M.P., 
The Treasury, 

Whitehall, S.W.1. 

r i 7 1 5 7 : 



(Secret and Personal.) 3, Adelplii Terrace, Landau, 11'/'. *2, 
My dear Chancellor, February I, 1U2S. 

On my return from the Continent on Monday night, 1 found Mr. Grigg's note 
enclosing the latest variant on your scheme. You asked my opinion and 1 give it 
without any elaboration. I think it suffers in comparison with the original 
proposal, because in place of a clean-cut effort, it is obviously a compromise. 
Roses without thorns arc an artificial breed. 

Since I saw you last, 1 have given much thought, to the broad question of the 
rate exemption of the producer and I am now completely convinced that it is the 
most useful contribution the Government can make towards general welfare. It 
is sound, sane, politically wise and economically right. 

Now, as to met bod, I am sorry to see the Profits Tax go and its replacement 
by the National Rate, tinder (he old scheme, all producers were relieved of rates, 
and through the Profits Tax the more prosperous paid it back according to their 
degrees of prosperity. Under the new scheme, all are relieved, but all pay back 
one-third through the inflexible National Rate. On the basis of principle, the 
new scheme may be fairer, but it is not selective, as between Dorman Long and 
Courtaulds. Much or tho relief will go where it is not needed and where it may 
not be passed on. Also, for one or two quinquennial periods it is unfair as between 
an old and a new business dealing in the same product. 

The Profits or Adjustment Tax was a highly ingenious scheme savouring of 
the ad hoe variety, but singularly valuable in meeting existing conditions, selective 
in its beneficial reactions, and while the name conjured up possible Parliamentary 
troubles, the simple statement that no one would be worse off seemed to nie to 
meet all the objections. Moreover, its complete demise in a few years of expanding 
trade would be obvious. Why not debate the alternatives in the Cabinet? 

Now, as to the rest of the scheme, 1 am too ignorant of Local Government 
finance to express an authoritative view on the Block Grant System. All that I 
am certain of is that there are too many spending authorities and the control 
over them is at present quite inadequate, and that local suffrage can no longer be 
relied on for sane representation. The argument that loss of producers' 
representatives on the spending authority will worsen îhe situation is utterly 
ridiculous. In Glasgow. I see Local Government waste on a big scale, but am 
quite powerless. Any public protest coining from a responsible citizen is at once 
met by the Socialist and Lib./Lab. team saying that the protest is based on selfish 
self-interest. The industrial reactions are absolutely neglected. 

One other detail, in examining General Services, such as Gas and Electricity, 
how can you secure tho passing on of the benefits ? 1 quite realise the 
inconsistency of leaving out these Services, but if they are in, and you also have 
your new scheme of a non-selective National Rale, then 1 fear the net result to 
the depressed producer will bo so small as to seriously impair its effectiveness. 
The piecemeal method you quote for Agriculture lends strength to my argument. 

1 hope you will excuse these very rough impressions. Meanwhile, 

1 am, yours sincerely, 
WEIR. 

The Right lion. Winston S. Churchill, M.P. 

PS.—Although 1 prefer the old scheme, the new one is better than nothing. 

W. 



AM nylon House, 130, Victoria Street, London, S.W. I, 
My dear Chancellor, Friday, January 20, 192S. 

Mr. Allan and I have carefully studied the latest: Memoranda and make the 
following remarks:— 

1. We think that the fresh draft Memorandum to the Cabinet is an admirable 
and adequate exposition. The particulars given in Appendix " C'" (now blank) 
should be made sufficient to demonstrate the measure of the benefit to productive 
industry if the burden of rates is lightened. It would appear unquestionable that 
the results will be influenced in a right direction. 

We attach sonic suggestions for Appendix "C " " which will perhaps be 
considered with other material available. 

2. In proviso (6).of the definition we would suggest, that the 10 per cent, 
should be considerably increased. If the percentage is kept so low we consider 
that work rooms connected to shops would in many cases represent above 10 per 
cent, of the assessment and claims for relief would give rise to the expense and 
trouble of splitting valuations, out of proportion to the relief. We would propose 
at least 25 per cent. 

3. We suggest that the immunity from Local Rates to be enjoyed by new 
businesses and extensions of old businesses should be further emphasized. This 
will undoubtedly be one of the most striking and easily appreciated points of your 
scheme. 

We ret urn herewith a copy of your Memorandum offering a few suggestions 
for verbal and other minor alterations.' 

We feel that you have greatly strengthened your whole scheme and that it 
will undoubtedly have a strong influence in the regeneration of productive 
industry. 

Yours sincerely, 
ARTHUR DUCKHAM. 

The Right Hon. Winston S. Churchill, C.H., 
His Majesty's Treasury, 

Whitehall, S.W. 1. 

* Not printed. 
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REDUCTION OF EXPENDITURE IN 1928. 

F U R T H E R N O T E BY THE CHANCELLOR OF THE EXCHEQUER. 

TO the economies of £6 026 millions detailed in C P  . 20 (28) there may now be 
added— 

£'000 
Local Taxation Account: fixation of Estate Duty Grant 500 
Navy Estimates : reduction on account of Oil Fuel ... 350 
Miscellaneous economies secured ... ... ... 190 

1,040 
Making the total amount secured ... ... ... 7,066 

If it may be assumed that towards the total estimated deficit of £15 millions, 
revenue adjustments can supply £5 millions there remains to be found a sum of 
nearly £3 millions. 

Short of drastic economy legislation, the following items represent the most 
extreme possibilities which can reasonably be imagined :— 

£'000 
Navy Estimates have still to find £1 -650 millions of the £2 millions 

originally asked. But on further consideration of the First 
Lord's proposals I do not press for a reduction, beyond the 
amount mentioned above, of more than ... ... 1,000 

Air Estimates have been considerably reduced, allowing for;the 
absorption of Middle East Defence expenditure, but they 
might be able to offer a further reduction of ... ... 250 

Ministry of Health: A 5 per cent, reduction of the proposed 
provision for Public Health Grants would yield ... - ... 150 

Empire Marketing Board: Temporary reduction of Million Grant 
as in 1927 by ... ... ... ... ... ... 500 

This, with their balance in hand, would leave them about 
£1 million available in 1928. 

The Board cannot possibly spend even half this sum in 
that year. 

Overseas Settlement: Further estimate reduction ... ... 100 
This still gives £100,000 more than the Department 

expects to spend this year. 
[17172] 



War Graces Commission: Reduction of provision for Endowment 
Fund ... ... ... ... ... ... 75 

Under my agreement of 1925 with the Secretary of State 
for War, this provision increases in 1928 from £50,000 to 
£125,000. 

There is no reason why this increase should not be post- ^ 
poned. The money is not wanted. 

Scientific and Industrial Research: 10 per cent, all-over cut 
amounting to ... ... ... ... ... 45 

Office of Works: These estimates have already been substantially 
reduced, but possibly further ieductions might be made 
totalling ... ... ... ... ... ... 100 

Total Possible Reductions ... ... ... 2,220 

It should lie added that, if as at present suggested the Vote on Account is to he 
taken on the 28th February, all Civil Estimates must be closed not later than 
the 16th February, and the Ministry of Health Estimate not later than the 
11th February. Time is. therefore, getting very short. 

W. S. C. 

Treasury Chambers, Whitehall, S.W. I, 
February 6, 1928. 
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CABINET. 

I R A Q : F U T U R E O F T H E R A I L W A Y S . 

M E M O R A N D U M C I R C U L A T E D BY THE CHANCELLOR OF T H E EXCHEQUER. 

I C IRCULATE for the consideration of the Cabinet a memorandum prepared in 
the Treasury in reply to the Colonial Office memorandum CP. 321 (27). 

In view of the paramount importance of maintaining Government credit, I 
must ask the Cabinet, as a matter of financial principle, to reject the policy of a 
guaranteed loan, leaving the Treasury and Colonial Office to settle the best method 
offinancing the Iraq Railways without violating this principle. 

W. S. C. 

Treasury Chambers. S.W. 1, 
February 6/1928. 

1. This is a proposal that His Majesty's Government should assist in the 
reconditioning and development of the Iraq Railway system by guaranteeing a loan 
of £2,100,000 in order to provide new capital for the purpose. 

2. The Colonial Office accept without question Brig.-Gen. Hammond"s estimate 
that £2,100,000 is the minimum amount of capital that must be raised in the near 
future, and support their proposal for a British Government guarantee by three 
arguments :— 

(a.) That this is the only means of safeguarding the large amount of British 
capital already sunk in these Railways, and that it is therefore in the 
interest of the Treasury themselves to give the guarantee. 

(b.) That the course is consistent with our general responsibilities towards Iraq, 
as helping to establish a vital public service on a sound basis. 

(c.) That there is, in effect, no alternative which would not ;be politically 
objectionable. 

3. Argument (6) may be briefly dismissed. It cannot be seriously contended 
that at this stage, after taking into account all that we have already done for Iraq, 
we are required to deal with this proposal from any other point of view than that 
of our own interest. 

4. As thefirst argument is admittedly based onfinancial considerations, it must 
rest with the Treasury, and not with the Colonial Office, to estimate whether its 
advantages outweigh the general objections to impairing British credit by the giving 
of further guarantees. 

The answer is an emphatic negative. Throughout the whole of the post-war 
period debt conversion operations have been seriously hampered by the continual 
additions to the volume of our liabilities in the shape of guaranteed loans. Already 
well over £100 millions have been guaranteed and very important commitments still 
exist and will have to be faced in the near future, including £33 millions for 
Electricity and £10 millions for East Africa. Apart from this, the Government has 
raised much more than £200 millions on its own credit and handed it to local 
authorities to be spent on housing and other of their capital works. These additions 
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to our liabilities are most serious, and they have largely or even wholly -nullified 
that rapid improvement of credit which should have resulted from the great sacrifices 
which the taxpayer has been called on to make in order to provide a large annual 
Sinking Fund. 

These facts are well known to the House of Commons, and Parliamentary 
authority for the giving of guarantees has not been obtained without considerable 
and very pertinent criticism. The termination of the guarantees under the Trade 
Facilities Acts was hailed as a definite step in the direction of limiting our obliga
tions, and what is important now is to avoid giving rise to any apprehension that this 
policy is again to be reversed. 

We are entering on what is perhaps the most crucial period since the War for 
debt conversion. For the first time in the past two years Government credit, as 
measured by the price of Government stocks, shows very definite signs of improve
ment. With the possibilities ahead of securirig substantial savings from conversion 
of the 5 per cent. War Loan, it would be little short of disastrous if this recovery 
were to be impeded. Nothing, however, is more certain to impede the recovery than 
the announcement of large new Government guarantees, a step which would be inter
preted in all quarters as a return to the policy of continually increasing our 
commitments. 

5. It remains to be considered what is the alternative if a guarantee is refused. 
Are we certain to lose our money (estimated at 250.000 lakhs, or, say, £1,875,000), 
and is it inevitable that the railways should first befinanced by foreign capital, and 
ultimately pass under foreign control, as the Colonial Olfice seem to suggest 
(paragraph 12 of their memorandum)? There is no need to apprehend either of 
these results. As regards control, it has already been agreed that the Railways 
should be handed over to a Corporation with a strong British element on the Board, 
and there seems to be no reason why this change should not be carried out without 
further delay. As regardsfinance, the Treasury venture to suggest that the problem 
is not really of the magnitude implied by General Hammond *sfigure of £2.100,000, 
which provides for every imaginable contingency. Of the total sum, only £1.100,000 
is required for the principal undertakings recommended by General Hammond, 
viz. :  - -/-' 

£ 
Extension from Kirkuk to Mosul ... 690,000 
Baghdad Bridge ... ... ... 370,000 
Khaniquin extension ... ... ... 40,000 

The balance is for improvements, which must, if need be, continue to be financed 
from Renewals or Depreciation Accounts; for replenishing the Renewals Account, 
which can wait: or for repaying temporary advances and for interest on capital 
during construction. The Railway position is improving; but the Corporation must 
be content to move slowly, and to cut their coat according to their cloth. Any 
immediate pressure can be relieved domestically. Resort has been had in the past 
to the Oil Companies and to the Eastern Bank for loans at the easy rates of 
5 per cent, and 6i per cent, respectively, and it seems reasonable to expect that the 
Iraq Government should make advances if necessary from its own surpluses.* Past 
Government surpluses have been devoted largely to buying up the Iraq share of the 
Ottoman Public Debt, with consequent saving of interest, but it is intended to apply 
future surpluses to a programme of capital works. It is for the Iraq Government 
to decide the precedence of railways and irrigation or other works, but if substantial 
sums are applied to railway development and the development is spread over a 
somewhat longer term than the four years recommended by General Hammond, the 
Corporation ought to be in a position to obtain a loan of moderate amount on 
satisfactory terms tofinance one or two of the major works without resort to British 
credit. Oh this basis the British Government may have to wait somewhat longer 
before it receives any return on its investment, but there is certainly no need to write 
off the capital as a dead loss. 

* The first half of 1027-2S, the lean half-year, showed a surplus of -10 lakhs (£300,000). 
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Extension of the local Authorities 
(Emergency Provisions) Act, 1926. 

Memorendurn by jthe^Minister of Keclth. 

In November last I submitted a paper (C.P.297(27)) 
to my colleagues on this subjeot and it was agreed that a Bill 
should be introduced in the coming Session extending the 
operation of this Act without modification for a further two 
years. This decision wes taken in view of the prospects of the 
early introduction of a moasuro of poor law reform which would 
automatically remove tho need for the continuance of the 
Metropolitan Common Poor Eund and the vicious results in some 
directions of the expenditure by local bodies at their 
discretion of monies largely drawn from a larger area. 

The effect of the Metropolitan Common Poor Fund on 
administration and expenditure has recently been the subject of 
a good deal of public notice in tho Press and of representations 
received from bodies such as the London Municipal Socioty. The 
Unions whioh, on the whole, pay more than they receive from the 
Fund have also submitted to me proposals for the reduction of 
the burden falling on themselves and of the incentive to 
extravagance in the poorer Unions which is provided by the 
Fund. There oannot bo any doubt that the present system of 
payments out of the Eund does encourage lax and wasteful 
administration and that it must be held to be very largely 
responsible for the great growth of expenditure on out-relief 
in East London. In short the Eund at present direotly assists 
the spread of Poplarism; and I fear that a proposal merely to 
extend the existing provisions without modification will, 



notwithstanding the possibility of a general measure of Poor law 
Reform being brought into operation in about two years' time, 
result in the Government being subjected to a great deal of 
hostile criticism. 

*' The Government1 s intervention to get rid of abuses in 
West Earn and elsewhere and the passing of the recent Audit Act 
have commanded a great deal of support and have met with success. 
It will be olaimed, with a good deal of truth, that there is 
just as strong, if indeed not a stronger, case for some measure 
for combatting the evils resulting from the Metropolitan Common 
Poor Fund. 

In these oiroumstanoes I have given much consideration 
to the possibility of introducing some system of control of the 
expenditure which is ohargeable on the Fund. I need not trouble 
my colleagues with the details of the proposals submitted by the 
Cities of London and Westminster with the concurrence of the other 
paying Unions. For reasons which seem to mo convincing these 
proposals as they stand cannot be accepted, but the principle that 
representation should acoompany taxation applies very definitely 
in this case and I have come to the conclusion that the proper 
course is to put control of the Fund into the hands of some body 
representing the ratepayers of London as a whole, including both 
those who pay to the pund more than they receive and those who 
receive from the Pund more than they pay. 

It is obviously undesirable, if it is avoidable, 
that a spooial representative body should be set up for this 
purpose, though if it were decided to set up a separate 
body it would be pos3iblo to arrange it3 constitution with a 
view to securing an expeditious and efficient machine of 
control, while the existing bodies, formed for other ptirposos, 
are, particularly in virtue of the numbor of their members, not 
altogether convenient for practioal administration. 
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Two such representative bodies are already in existenoe. 
Of these tho London County Council is not at present a poor law 
body and, in the present position of poor law reform, the 
appointment of the Counoil to represent London on this matter 
would be keenly resented by tho poor law authorities. Moreover 
it would be at least doubtful whether tho London County Council 
would at the present time be prepared to acoept the proposed 
responsibility. Ths Metropolitan Asylums Board, on the other 
hand, is not so large as the County Council and is composed of 
members representing each of the London Boards of Guardians with 
additional members nominated by mysolf and constituting one
quarter of the whole Board, It may be argued that the 
Asylums Board was set up solely to doel with institutional 
relief and ought not to be entrusted with the control of 
the Fund, much of which (and the most debatable part of whioh) 
relates to expenditure on out-door relief, but in fact much 
of the Fund is applied towards the repayment of expenditure 
on institutional relief, and many at least of the members of 
the Asylums Board who represent the Boards of Guardians are 
known to be active in the whole work of the Guardians whom 
they represent, including the administration of out-door relief. 

I therefore submit to my colleagues that the extension 
of the Act of 1926 should be accompanied by a new provision 
vesting in the Metropolitan Asylums Board the control of payments 
out of the Fund and the duty of protecting London as a whole from 
improper charges made by particular parts of London. 

I attaoh a draft showing in greater detail tho provisions 
which I at present have in mind in this respeot. It would of course 
be necessary for me to disouss the matter with the Chairman of the 
Metropolitan Asylurri3 Board, but I havo reason to suppose that the 
Board would probably be willing to undertake the duty sought to be 
imposed upon them. 



I should add that I have very carefully considered 
tho alternative plan of a provision vesting a discretionary 
control of the payments out of the 5*und in myself as Minister 
of Health, but on several grounds, and principally because 
i e,) London should protect London's money, end (b) discretionary 
control in the hands of tho Minister v/ill be attacked as being 
a dovice for the victimization of his political opponents, I 
have come to the conolusion that it is better that the 
Metropolitan Asylums Board should take the whole responsibility 
in the matter. 

11.0. 

February, 1920. 



Draft Clauses. 

.£/?srs 1. The Board of Guardians of every Metropolitan 
sontrol. Union shall before the commencement of any financial 

half-year submit to the Managers of the Metropolitan 
Asylums Board estimates of their expenditure during that 

' half-year upon the several purposes' for whioh a charge may 
be made upon the Metropolitan Common Poor Pund and may, and 
if the Managers so request, shall at any time during the 
half-year submit to them supplementary or amended estimates 
of that expenditure. 

2. The Managers on an examination of these estimates, 
and on consideration of any representations made to them by 
any Metropolitan Board of Guardians, may (1) approve an 
estimate or (2) recommend to the Guardians that the estimate 
shall in relation to any such purpose be reduced to a sum named 
by the Managers and may on the examination of supplementary 
or amended estimates submitted to them amend their approval 
or recommendation. 
3. The Managers shall within three months after the 
completion of any half-year in the case of each Metropolitan 
Board of Guardians reconsider and confirm with or without 
amendment any approval of an estimate given or recommendation 
for the reduction of an estimate made by them during the 
half-year and shall communicate to the district auditor 
their confirmed approval or recommendation. 

4. The District Auditor in giving the certificate 
prescribed in " Section 2rj2 of the Poor law Act, 1927* shall 
exclude from the sums named in the certificate any amount by 
which the expenditure of the Guardians for any purpose exceeds 
the sum named in relation to that purpose in the confirmed 
approval or recommendation of the Managers. 

Note 
* Poor Law Act 1927. 3ection 2 C 2 : 

"After each half-yearly audit the district auditor 
shall within such time and in such manner as the Minister 
directs, oertify to the Minister the amount actually 
expended by each poor law union in respect of expenses 
whioh are to be repaid out of the common poor fund, and 
the Minister shall" by order direct the receiver to repay 
out of that fund to the boards of guardians the several 
sums so expended, and the amount repaid shall be applied 
by them in aid of the fund out of which the expenses of 
the relief of the poor are payable." 
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MEMORANDUM BY Till-: SECRETARY OF STATE FOIJ IXI)JA. 
I circulate a note dealing with the principal points in our relations with Afghanistan 

which are likely to form tho subject of conversations with the King of Afghanistan 
or his Ministers during his impending visit. 

Appended to the note are four telegrams from and to the Government of India ; 
particular attention is drawn to that addressed to the Government of India on the 
2nd February, in regard to the question of the possible request by Afghanistan for a 
cash subsidy. 

INDIA OITICK, JilU K EX 11 FA D. 
8th February PJ28. 



SECRET. 

Relations with Afghanistan. 

The geographical position of Afghanistan and the present 
slate of international relations in Asia make the maintenance 
and development of friendly relations with that country an 
important aim of British policy, it is very desirable, therefore, 
lo. do everything that is possible on the occasion of. King 
Amanulla's visit to this country to impress on him both the 
reality and the value of British friendship, and to take any 
opportunities that offer to develop friendly relations in a general 
way. So far as any recpiirements of our own are concerned, 
wc need not wish to develop the political side of the visit 
beyond general impressions. Wc have no particular desire to 
modify the existing treaty relations with Afghanistan, and none 
of the matters of political detail at. present outstanding between 
the British Government and Afghanistan are of sufficient 
importance to be worth raising here. But the. Afghan point 
of view is different. It seems certain that they will expect 
something more than general impressions, and highly probable 
that tho mood in which they leave this country will depend not 
so much on the general treatment that they receive here as on 
the amount of satisfaction that it is possible to give them in 
regard to particular political and material requirements. There 
seems little doubt, therefore, that, whether we desire it or not, 
political conversations of some importance and deliniteitess will 
be inevitable during the King's visit. 

Sir Francis Ilumphrys summed up his view of the position in 
a recent despatch (-1th December 1927):— 

"The principal object of the tour is described by the King 
himself as a personal introduction to the forms of Western 
government, education and scientific progress. Apart from 
these considerations, however, it cannot be doubted that the 
King's intention is to stimulate England and Russia in their 
rivalry to court his friendship It seems a foregone conclusion 
that he will attempt by conversations in Condon to initiate 
negotiations Tor a new Anglo-Afghan Treaty, and will attempt 
to obtain the promise of British assistance towards those objects 
which he considers most essential for the material progress of 
his country. . .  . If it be assumed that the tour will be 
completed successfully and that King Amanulla will be able to 
consolidate his authority on his return to Afghanistan, it is upon 
the success or failure of the conversations in London that the 
future of Anglo-Afghan relations will to a large extent depend. 
If the King returns to Kabul with a larger cheque from Moscow 
than he had been able to obtain from England, the trend of 
Afghan policy is likely, for some years at any rate, to be towards 
the North rather than the South." 

The assumption of rivalry between England and Russia as 
the basis of Afghan policy is of course a commonplace, anil in 
the present state of international relations an assumption of 
antagonism between England and Russia will inevitably underlie 
any political conversations, even if they are not explicitly based 
on it. 

It is important in this connexion to bear in mind the history 
of Anglo-Afghan relations between 1919 aud 1921, anil of the 
negotiations of 1921 that led tip to tho conclusion of the existing 
treaty. 

The treaty of peace made at Rawalpindi in August 1919, 
which cancelled the AnuYs subsidy and left Afghanistan (in the 
words of Sir Hamilton Grants letter supplementing the treaty) 
" officially free and independent," put the Afghan Government 
on its good behaviour for six months. The Amir was informed 
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that the fust consideration by which the (British Government 
would he influenced in deciding whether to readmit him to their 
friendship would be his conduct of his foreign relations, and that 
his sincerity would best be proved by the dismissal from his 
territory of all hostile foreigners, in particular Bolshevik missions 
and Bolshevik agents. 

Although the conduct of the Afghan Government in the 
interval did not give satisfaction, negotiations were resumed at 
Mussooric in April 1920. The Mussoorie Conference terminated 
in duly 1920 with the presentation to the Afghan delegates of an 
aide mcmoire outlining the terms of a treaty of friendship and 
the conditions on which it might be concluded. There was no 
explicit reference to Russia, but the conditions included an 
undertaking by the Afghan Government to prevent to the best 
of their ability "all action within the boundaries of Afghanistan 

. . . by subjects of other nations which may tend to stir 
up strife or produce enmity against the British Government 
within the boundaries of India," and " the passage through 
Afghan territory to the British frontier . .  . of persons 
raising agitation against the British Government." The treaty 
of friendship foreshadowed was, while leaving Afghanistan 
entirely independent both in internal and external affairs, to 
provide for assistance and concessions from the British Govcrn
ment in various directions, including a yearly subvention of 
IS lakhs of rupees (.£120,000. The subsidy previously received 
by Afghanistan, which had been increased from time to time, 
amounted in 11)19 to Us. 20i lakhs (£137,000) a year. Under 
the agreements with Afghanistan in force up to 1919, the British 
Government of course also controlled Afghan foreign relations, 
and in return gave a guarantee of assistance in repelling 
unprovoked aggression.) 

Meanwhile negotiations had been proceeding between 
Afghanistan and Russia, both at Kabul and at Moscow. (An 
Afghan Mission, under Wali Muhammad Khan, who is now 
acting as Regent in Afghanistan during the King's absence, 
visited Moscow in 1919, and Bolshevik emissaries arrived in Kabul 
in the autumn of that year.) A preliminary agreement had been 
sketched out at an early stage in these negotiations, under which 
Afghanistan was to undertake to facilitate the despatch of 
Bolshevist arms, emissaries and propaganda to the Indian 
frontier tribes and India. The Russo-Afghan negotiations 
suffered vicissitudes, but a provisional draft treaty was agreed 
upon at Kabul and sent to Moscow in October 1920. This fact, 
naturally, greatly influenced the discussions that began at about 
the same time on Afghan proposals for the resumption of British-
Afghan negotiations for a treaty of friendship. The Amir was 
asked to supply details of the treaty with Russia (a request which 
he ignored), and when His Majesty's Government in December 
1920 authorised the Government of lndia's proposal to despatch 
a Mission to Kabul it was with misgivings and without departing 
from the view that no treaty oi friendship could be concluded 
with Afghanistan if it ultimately appeared that the Afghans had 
committed themselves definitely to a treaty with the Bolsheviks 
including obviously anti-British provisions. The Viceroy informed 
the Amir that the conclusion of a treaty would be conditional on 
his refusing to allow the establishment in the regions adjoining 
the Indo-Afghan frontier of Russian Consulates, the sole object 
of which was known to be to foster anti-British agitation. 

The British Mission, under Sir Henry Dobbs, was at. Kabul 
from January to December 1921. The same period saw the 
definite conclusion of an Afghan treaty with Russia, which was 
signed at Moscow on the 28th February and ratified at Kabul 
on tho 4th August. The published version of this treaty 
promised the Afghans, among other things, a yearly subsidy of 



one million roubles in coin or bullion ; it is believed that an 
unpublished addendum promised rides, aeroplanes, anti-aircraft 
guns and a powder factory. The negotiations for a British-
Afghan treaty passed through many phases and were marked by 
violent fluctuations. For present purposes it will, perhaps, 
sullice to notice,only some outstanding points. From the outset 
the British proposals on the one hand insisted on the exclusion 
of Russian Consulates from Eastern Afghanistan and on tho 
other promised tho Amir an annual subsidy (tho figure of 
18 lakhs mentioned in tho Mussorie aide mcmoire had risen by 
April to 20 A lakhs plus an initial payment of oO lakhs). A new 
phase, in which competition between Britain and Russia became 
more than ever the dominant note, was introduced in April by a 
request from the Amir that the British Government would 
guarantee help in arms and money in the event of a Russian 
attack being brought about by an Afghan refusal to ratify the 
Russo-Afghan treaty. This phase culminated in June with the 
acceptance of an Afghan proposal that Afghanistan should 
bring about a complete rupture of relations with Russia (on the 
pretext of her treatment of Bokhara and Khiva) in return for au 
annual subsidy of 40 lakhs of rupees (£267,000), an immediate 
gift of 20,000 rifles, 200 machine guns, 12 mountain guns and 
two 18-pounder batteries, with adequate supplies of ainiuu
nition, a gift of six aeroplanes after six months, material for the 
construction of a telegraph lino from Kabul via Kandahar to 
Herat, and a promise of further assistance in money, munitions 
ami aeroplanes, to the extent deemed necessary by tho two 
Governments alter consultation, in the event oT unprovoked 
Russian aggression. These proposals for a so-called "exclusive" 
treaty, however, eventually fell through after some delays and 
difficulties over minor points, and it may be doubled whether, 
on the Afghan side, they were over in reality anything more 
than an attempt to find out how high the British Government 
could be induced to bid. Afghan policy then took a new turn; 
the Russo-Afghan treaty wasratified; and after the Afghans 
had put forward a treaty somewhat on the lines of the original 
draft, including a subsidy of 20A lakhs, what appeared to be a 
complete impasse was solved at the last moment, by a proposal 
from the British side that, as the Afghan refusal to disclose 
completely the contents of their treaty with Russia had prevented 
the further discussion of a treaty on the basis of specially close 
friendship, a treaty providing for ordinary neighbourly relations 
should be negotiated instead. Eventually, after repeated oilers 
from the Amir to repudiate the treaty just concluded with Russia 
and to revert to the "exclusive" treaty hail been rejected as 
impossible, and negotiations appeared to have broken down 
completely, the existing treaty, which has always been described 
as one of " neigh bourliness" rather than "friendship," was 
signed on the 22nd November 1021. 

The Afghans no doubt recognise that circumstances have 
changed very greatly since 1021 ; but it cannot be a matter for 
surprise, in view of the facts sot out above, if they open any 
conversations here by endeavouring to recapture something of 
the atmosphere of the 1021 negotiations, with its promise of 
showers of money and material benefits. It may bo mentioned 
that towards the end of those negotiations the Amir was given 
assurances, first, that if in future he should wish to free himself 
from his engagements with Russia, anil should thereby bring 
on himself unprovoked Russian aggression, he could count on 
British support; and, subsequently, that if he persisted in his 
purpose (as then declared) of getting clear of Russian enlanglo
ments he would find that tho British Minister would certainly 
bo prepared to discuss matters further on his arrival at Kabul. 
JNO discussion on those lines has in fact been entered upon with 



Sir Francis lluniplirys; but when a crisis arose between 
Afghanistan and Russia over Urta Tagai (-January 1020) the 
Afghans at once asked whether His Majesty's Government would 
be prepared to help Afghanistan in the event of war. 

The peaceful settlement of the Urta Tagai incident made it 
possible to avoid any direct answer to the Afghan enquiry, and 
it was unnecessary even to give them a limited promise of 
diplomat it; support, to which His Majesty's Government were 
with some hesitation prepared to agree (though it is understood 
from Sir Francis Humphrys that the Afghan Government in fact 
attributed the Russian acceptance of the settlement to diplomatic 
pressure which they imagined the British Government had 
brought to bear, and were correspondingly grateful until it 
occurred to them that if there were any question of a quid pro 
quo for Russia it would be for them, and not for the British 
Government, to provide it). Bur.it is possible that the Afghans 
will now again raise the general question whether His Majesty's 
Government arc prepared to enter into agreements with them on 
the basis of defensive (or even offensive) common action with 
them against Russia, or at least to give them some promise of 
support, against unprovoked Russian aggression. 

Any suggestion of co-operation in any sort of offensive against 
Russia should now presumably be ruled out at once; and it is 
recognised that even the most guarded hint of defensive 
co-operation involves the danger of encouraging Afghan 
arrogance against Russia, possibly to the point of precipitating 
hostilities that might otherwise be avoided. It is a question 
whether it is desirable to go any further than the formula 
tentatively suggested by the Committee of Imperial Defence 
Sub-Committee for public use : "That Britain could never regard 
with indifference the interference by a foreign Power in the 
existing territory of a friendly Afghanistan, but that the exact 
steps which ought, in that event, to be taken must depend upon 
the circumstances of the moment." 

Replies on these lines would dispose of any question of 
co-operation in direct action, military or political, against Russia. 
But the question stiil remains whether, or to what extent, Bussia 
and her anti-British aims are to be admitted as matters to be 
taken into account in discussions or treaties with Afghanistan. 
In its overt form, the question is whether we should attempt to 
include in the treaty or arrangements with Afghanistan any 
particular measures explicitly directed to the protection of British 
interests against Russia; in tho background, and not for open 
discussion, though it affects all our relations with Afghanistan, 
is the question how far we must take Russia into account, in 
another way, by lending ourselves to Afghan plans for putting 
their favours up to auction. 

It is very difficult-or indeed impossible—to avoid the latter 
process altogether, while Afghan friendship is a matter of 
importance to us and Rttssia continues to bid on the other side, 
it is accepted as a principle that we will not enter into an 
auction with Riissia. and the Afghans have on occasion been so 
informed. But so long as it is common knowledge that Russian 
threats are prominent among the pre-occupations of British 
policy it cannot be expected that the Afghans will abandon hope 
of exploiting the situation. Their own interests, it is true, may 
in our view demand as clearly as British interests do that they 
should keep Russia at arm's length ; and probably some such 
consideration of self-interest may be counted upon to add a good 
deal to our side of the balance in the last resort, lint it is not 
at all certain that tho Afghans see their true interests as we see 
them, and it would be too much to expect that an enlightened 
perception of those interests would always turn the scale against 
determined Russian efforts, if, therefore, it is important—as it 
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admittedly is—to secure Afghan friendship, some element of 
bidding against Russia, however we may disguise it, seems 
unavoidable. Sir F. Humphrys, as has already been seen, goes 
so far as to.say that the trend of Afghan policy for some years 
is likely to bo determined by tho relative size, of the cheques 
obtained from London and Moscow during the present tour. 

Whether we should allow the Afghans to derive further 
bargaining power from Russia by ourselves putting forward 
proposals for the inclusion in our arrangements with the Afghans 
of specific measures of protection against the " Soviet menace" 
is a matter for our own choice. It is suggested that we should 
not. Tho only such measure that was in the end included in 
the treaty arrangements of 1021 was an undertaking by the 
Afghans that they would not " give the opportunity of establishing 
a Gonsul-General or Consul or representatives of the Russian 
Government at the positions and territories of Jelalabad, Ghazni 
and Kandahar which are contiguous to tho frontiers of India." 
This figures in a letter appended to the treaty, as the quid pro 
quo for the grant of customs concessions in respect of goods 
imported into Afghanistan through India. Opinions have 
differed as to the. practical value of this provision; but it is 
agreed that if it is retained one result is to make it very difficult, 
if not impossible, to secure the appointment of British Consuls 
in Northern Afghanistan. There is great force in the view that 
whatever danger there is to India from Russia arises much 
more from the possibilities of Russian intrigue in Northern 
Afghanistan, where there are at present no Biitish representa
tives, than from anything that is to be feared from the 
establishment of Russian representatives in Eastern Afghanistan, 
where British Consulates are already established. This view
has been adopted by the Defence of India Sub-Committee of the 
Committee of Imperial Defence in the following passage in their 
recent Report: — 

" We consider that steps should be taken to establish 
Consulates, with Englishmen in charge, at. both these places." It 

0 . . . " .  c , ... has been suggested that this 
Herat and MozaiM-Slinrit. ; i 1 1 14. * 

would inevitably result in 
the Russians demanding Consulates at Kandahar ami Jelalabad. 
In our opinion this contiugency may be regarded without anxiety, 
more especially if effect is given to the suggestion that Englishmen 
should replace Indians as Consuls at the places in question." 

The suggestion that the stipulation in regard to Russian 
Consulates should be dropped is further supported both by 
considerations of tactics and by wider considerations of policy. 
It is probable, as already suggested, that the Afghans will arrive 
with (he expectation of being able to make great play for 
bargaining purposes with British nervousness of Russia and 
demands for safeguards against Russian influence (an 
expectation, it may be remarked, that is not likely lo be 
diminished by the comments of the British Press, which will 
no doubt continue lo couple most of their references to Afghanistan 
with references to the "Russian menace " )  . It is known that the 
Afghans hope to establish a claim to facilities for transit trade 
on general grounds of international practice, and thereby to set 
free for other purposes the present quid pro quo, viz. the 
exclusion of Russian Consulates. 11* it is found that importance 
is no longer attached on the British side to this stipulation, ami 
that no other stipulations of an anti-Russian character are 
proposed, the Afghans will bo in the position of suddenly and 
unexpectedly having their hand deprived of what they probably 
regard as its strongest cards, and tho British position in any 
discussions will be correspondingly strengthened. 

As regards wider considerations of policy, it is anomalous 
and in itself undesirable that we should propose to include in a 



treaty provisions explicitly directed against another Power— 
even though that Power is Soviet Russia-and particularly so 
when, as is the case with the arrangement in regard to Russian 
Consulates, the provisions conflict with the provisions or an 
earlier treaty concluded between Afghanistan and Russia The 
existing stipulation in regard to Consulates is also open to the 
objections that it infringes Afghan independence and suggests 
the division of Afghanistan into spheres of influence. No similar 
provision is to be found in any of the treaties concluded by 
Afghanistan with other Powers (even in the treaty with Russia), 
or in British treaties with countries in a similar position, e.g. 
Persia. 

It is suggested that the time has gone by for the inclusion of 
provisions of this kind in treaties with Afghanistan, and that the 
proper basis for discussions now is that Afghanistan is a fully 
independent State, our treaty engagements with which should 
follow the ordinary lines of international arrangements. If this 
view is accepted, the attitude to be adopted in regard to Russia 
and Russian anti-British schemes will be, if not that they are a 
matter of indifference to us, at any rate that they do not enter 
into the question of treaty relations with Afghanistan. 

There is nothing; inconsistent with this view in the Report of 
the Committee of Imperial Defence Sub-Committee on Indian 
Defence. It follows from what is said above as to the reply to 
be made to Afghan suggestions of assistance against R u s s i a n 
aggression that there can be no question at present of discussing 
with Afghanistan the measures of military co-operation against 
Russia that are contemplated in that Report as possibilities of 
the future. Nor does the Report suggest that there is any 
occasion at present for this, or for seeking to obtain from the 
Afghans any treaty provisions or other special engagements by 
way of preparing the way for such co-operation. But the recent 
discussions bring out clearly the point that there are two 
governing considerations by which any assumption of indifference 
to Russian schemes must in practice be tempered. On the one 
hand, a definitely friendly Afghanistan is a primary condition of 
British strategical plans for the defence of India ; cm the other 
hand, it. is agreed that the worst position of all would be to have 
to defend India on her frontier faced by an Afghanistan which 
Russia by peaceful means had reduced to a protectorate and 
developed for war. These considerations bring us back to the 
point that we must in effect, in our own interests, bid against 
Russia for Afghan friendship, however the process may be 
disguised, to the extent necessary to prevent Afghanistan as a 
whole (or, it would perhaps be more accurate to say, the King or 
governing party) from falling away from frieudship with Britain, 
or, worse still, identifying themselves with Russia to an extent 
that would be likely to create the situation just described. 

This is the justification for a policy of granting material 
assistance to Afghanistan on a considerable scale. But here 
again it is unnecessary, and very undesirable, that any assistance 
we may give should have any avowed connexion with Russia 
or Russian assistance. We can without admitting any such 
connexion give assistance in ways that go to develop the common 
interests of India and Afghanistan, which include the main
tenanec of a strong and stable Government, in Afghanistan, and 
it should be possible to keep our assistance1 within these limits 
(gifts of arms, if they are included, would be justifiable by 
the desirability of strengthening the central Government of 
Afghanistan against the possibility of rebellion). 

if the above general conclusions are accepted, any discussions 
in London would on the British side be conducted on the 
linos worked out in some detail in recent telegrams from the 
Government of India. 



Iii the first instance, any Afghan suggestions for an offensive 
ami defensive alliance, or other measures based on co-operation 
against Russia, should be rejected—firmly, but of course in as 
friendly a way as possible. Refusal could be softened by a 
formula on the lines suggested above, and perhaps by added 
explanations that British public opinion is opposed to entangling 
alliances. This opportunity—or whatever other opportunity 
first offers-might also, it is suggested, be taken to damp down 
Afghan expectations generally by explaining that we regard our 
troubled relations with Russia as merely a passing phase; that 
sooner or later we shall be friends again; and that in the 
meantime, though we must be on our guard, we are not going 
to embark on any offensive or lay out our policy on the basis of 
perpetual hostility. 

The Afghans might then bo expected to turn to a suggestion 
in general terms that the existing " neighbourly " treaty should 
be converted into a treaty of " friendship "—by which they may 
be taken to mean a treaty conferring more material benefits on 
Afghanistan. Sir F. llumphrys has frequently in the past 
reported tentative moves by the Afghans in this direction. The 
suggestion can be met, as proposed by the Government of India, 
by the statement that "His Majesty's Government will be glad, 
if King Amauulla so desires, to emphasise the closeness of the 
tics between the two countries in a new treaty; and that they 
will direct His Majesty's Minister to take the matter upon the 
Kings return to Kabul aud will give him full instructions in 
this regard before be leaves London." It might, be added by
way of a concession to the Afghans that we should be quite 
ready to dispense with the one years notice of termination 
provided for in the existing treaty, if a new treaty is agreed 
upon. 

It is doubtful whether the Afghans will, in any case, press 
for the actual negotiation of a new treaty in London ; they may 
be content merely to see what they can get in the way of 
preliminary bids before going on to continue the process in 
Moscow. But, on the other hand, they would probably like to 
have a "Treaty of London"—which would sound well and 
emphasise the dissociation of Afghanistan from India, and they 
may well see advantages in what are to our eyes the objections to 
negotiating in London. It is not improbable therefore that they 
may propose, to inaugurate discussions for a new treaty during 
the King's visit and to leave them to be continued and concluded 
by the Afghan Minister in London, with or without assistants 
(a process during which they would be able to test the possibilities 
of Moscow, with a view to conducting negotiations with both 
countries simultaneously thereafter). From the British point 
of view any proposal to negotiate in London would obviously be 
one to be resisted. Experts from India would he required 
to deal with technical clauses of. the treaty, as to customs, &c. ;
and the period of the King's stay in this country would be 
inadequate for the purpose. If Afghan negotiators were left 
behind here they could tlo nothing without, reference to the King, 
and great inconvenience and the entertainment of the Afghans 
in this country for an indefinite period would be involved. We 
should probably in the end be driven by a process of exhaustion 
to make some sort of treaty, possibly not particularly desirable 
from the British point of view. If negotiations were transferred 
to Kabul, these inconveniences would bo avoided, and the policy 
of exhaustion could not be ttsed against us. There would be 
no special mission involved in the negotiations-the British 
negotiator in the person of the Minister would be at Kabul in 
any case ; and even if delays continued indefinitely or the 
negotiations lapsed altogether there would ho nothing to mark 
the fact and to suggest disagreement as the departure of a 



s 
mission would. (This particular difficulty would of cour.sc 
equally be overcome by making the Afghan Minister in London 
the solo negotiator on the Afghan side; but it is doubtful 
whether the Afghans would propose this, and, if they did, the 
Minister would not be likely to be entrusted with any functions 
beyond those of a post ollice.) It will therefore be desirable to 
resist to the furthest possible extent any Afghan proposals 
to open detailed discussions in London; but it is doubtful' 
whether an absolute stand can be made on this point. If the 
shortness of the King's visit does not deter the Afghans, the 
only arguments that can be put to them would appear to bo the 
difficulty of negotiating at so great a distance from sources of 
local and technical information as to arrangements with India, 
which must be an important part of the treaty, and - though this 
is the Afghans' affair rather than ours—the convenience to the 
King of having the negotiations carried on under his own eyes, 
as his instructions will be needed ou all questions of importance. 
If the worst comes to the worst, it might be possible to 
compromise on an arrangement under which negotiations would 
be inaugurated here and completed at Kabul alter the British 
Ministers return. But ibis would be very inconvenient. 

Even if the detailed discussion in London of a new treaty 
can be averted, however, the Afghans are likely to ask for 
something more than the vague formula suggested above. The 
obvious reply in the first instance would be to ask the Afghans 
to give some indication of what they themselves have in mind in 
the way of treaty revision. It seems probable that they would 
then put forward a claim on general grounds to free transit for 
imports through India, which is at present the quid pro quo for 
the exclusion of Russian Consulates from Eastern Afghanistan. 
(In this connexion, an opportunity might naturally occur of 
informing the Afghans, if they had not been informed already, 
that we no longer desire to press the stipulation in regard to 
Russian Consulates. This statement, at this stage, might have a 
very useful sobering effect.) The request for free transit itself 
need not be received too discouragingly; the Afghans might 
perhaps be told that examination of this question has already 
been taken up in consultation with the Government of India; 
but it would be undesirable to enter into detailed discussion of 
this or other suggestions for minor alterations in the treaty— 
e.g. for the appointment of au Afghan Consul at Peshawar or 
Trade Agent at Chaman, both of which might be accepted as 
requests that it may be found possible to consider favourably. 

There are other possible suggestions that could not be 
received with any favour. It would be desirable to reject firmly 
at the outset any suggestions for territorial concessions or claims 
to a right of interference of any sort in British tribal territory. 
The Afghans have in the past xiressed very persistently their 
claims to interest themselves on behalf of the tribes on the 
British side of the Durand line, e.g. by attempting to secure 
from the British Government a promise of amnesty for tribes 
that have taken part in frontier risings or—an extreme instance 
from the history of the 1921 negotiations—by demanding the 
cession to Afghanistan, on the principle of self-determination, of 
those tribes on the British side of the frontier who might express 
a desire for stich cession. In 1921 the interest of the Afghan 
Government in the tribes beyond their frontier was, in the end, 
admitted to the extent of attaching to the treaty a letter from 
the British representative to the Afghan Foreign Minister in the 
following terms :-

"As the conditions of the frontier tribes of the two 
Governments are of interest to the Government of Afghanistan, 
I inform you that the British Government entertains feelings of 
goodwill towards all the frontier tribes and has every intention 
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of treating them generously, provided they abstain from 
outrages against the inhabitants of India. I hope that tins letter 
will cause you satisfaction." 

(There is also a mutual undertaking, in Article XI of the 
treaty itself, that each Government will give notice beforehand 
to the other of any military operations of major importance that 
may appear necessary for the maintenance of order among the 
frontier tribes on its own side of the line.) 

It would be preferable now not even to admit-as the 
letter'quoted above did—that the Afghan Government have au 
academic interest in the affairs of our tribes; and that admission 
in any ease was, of course, not to be interpreted as giving the 
Afghans any claim to a voice in policy on the British side of the 
line. Nor should wo wish to invite, or avail ourselves of, their 
good offices with our tribes even for purposes desirable in 
themselves. Particular grounds of complaint have hitherto 
existed in the Afghan practices of paying allowances to our 
tribesmen and summoning them to meetings in Afghanistan. 
These are difficult questions that it has not hitherto been 
thought, and may still not be, desirable to deal with explicitly in 
a treaty ; but they should be borne in mind. 

Another unacceptable suggestion that may possibly be given 
the lirst place of all is the revival of the cash subsidy formerly 
paid by the Government of India to the Amir. As will have 
been seen from the account given above of the negotiations of 
1921, we have not in the past considered the grant of such a 
subsidy inconsistent with a full recognition of Afghan indepen
dence ; nor did the Afghans themselves apparently feel any 
difficulty on this ground about accepting a subsidy from Russia. 
It is possible that they are now somewhat more alive to the 
incongruity between the receipt, of a subsidy and their, if 
anything, superseusitive independence ; but if they have any 
such feeling, it is probably not strong enough to preclude them 
from putting forward the request. There can be little doubt 
that cash is more than anyrhing else the evidence of friendship 
that the King would really desire, and a subsidy can always be 
represented as being something in the nature of tribute. The 
Government of India expect that "King Amanulla will again 
stand out for a cash subsidy," which, as they say, we "must 
resist for a host of reasons." The objections are obvious. The 
subsidy might be devoted to objects highly detrimental to British 
interests, and no conditions restricting those objects could 
probably be enforced in practice. The subsidy could not be 
withheld without something like a breach in diplomatic relations. 
Once embodied in a treaty, moreover, it would be regarded by 
the Afghans as a matter of course, calling for no particular 
return, or even gratitude, and to be used as a jumping-off ground 
for fresh concessions. (For these reasons Sir Francis Ilumphrys, 
as explained below, has urged the substitution of a "subsidy 
in kind.") The Government of India's view is that "in any 
circumstances that can at present be foreseen, a demand for a 
subsidy should be resisted." Whether resistance should, what
ever the circumstances, be carried to the point of absolute refusal, 
during any conversations in London, to consider the possibility 
of a cash subsidy, is a question that appears to require some 
further consideration, and is beiug taken up separately. Discus
sion of the subsidy question in 1921 was dominated, first of all, 
by the view that. " it would be absurd and indefensible for the 
Afghans to obtain subsidies from both Russia and Great Britain 
at the same time," and the question of a cash subsidy finally 
dropped when the Russian treaty was ratified. If events in 
London took such a turn that a cash subsidy became the crucial 
question, it might be thought desirable to hold out some hopo 
(which, in effect, would be a promise) that a British subsidy 
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would be forthcomingi£ the Afghans ceased to accept a subsidy 
from Russia (and possibly, as a further condition, if they also
ceased to employ Russians in their armed forces). But the 
objections to such a course are very weighty, and, whatever 
views may be held as to the possibility of adopting it in the last 
resort, it will probably be agreed that it is extremely undesirable 
to adopt it if it can be avoided. 

As the final upshot of discussion on broad lines on an Afghan 
request for indications of the nature of the treaty that we are 
prepared to contemplate, the Afghans could be assured, as 
proposed by the Government of India, that " we hope that it will 
be possible to arrive at a mutual arrangement which will further 
tho development of trade intercourse between the two countries 
by the establishment, in particular, of freer transit and the 
simplification of customs arrangements, aud the extension of 
Consular posts in the two countries (? and which will promote 
the common peace on our bottlers by a mutual undertaking to 
remove dangerous criminals from the other country to a safe 
distance)." The same formula might apparently be used without 
disadvantage, if necessary, even if the Afghans brought forward 
no suggestions of their own, or before they brought them forward. 
The last sentence of this formula involves difficult questions, and 
is subject to some doubt pending further consultation with the 
Government of India. The Afghans may raise the question of 
extradition, not because they think an extradition treaty is really 
possible at present-for they know from discussions with 
Sir F. llumphrys that it is not-but because they know that this 
ami connected questions are somewhat embarrassing for the British 
Government, as we do not administer the tribal territory on our 
side of the Durand line, whereas the Afghan Government does 
administer (or claims that it does) the tribal territory on its side. 
Actual extradition is impossible from the British sitle because of 
the primitive nature of judicial arrangements in Afghanistan, 
and also, it is understood, from the Afghan side because it is 
contrary to Pathan ideas of hospitality. The most that could be 
aimed at, probably, woidd be a mutual undertaking to remove 
dangerous criminals from the neighbourhood of the frontier. 
Even here, a fully reciprocal arrangement appears impossible,, 
owing to the inability of the Government of India to undertake 
obligations in respect of tribal territory. Enquiry is being made 
of the Government of India as to the precise nature of the 
arrangements that they contemplate. 

If the Afghans put forward specific proposals, it would in 
the ordinary course be desirable at the same stage to put forward 
balancing proposals of our own, and possibly to pitch them rather 
high for bargaining purposes. It would no doubt be well to 
mention that we should wish to obtain the right to appoint 
Consuls at Herat and Mazar-i-Sharif, There is little else of any 
importance that we should desire to include in a treaty, and no 
obvious bargaining provision that suggests itself. It would 
probably be best to limit ourselves at this stage to this one 
proposal, especially as it is very undesirable, as has already been 
said, to enter into discussion of details in London. 

This would exhaust the discussion of treaty revision in the 
strict sense, for it is agreed that, if gifts in kind are to be made 
to the Afghans, it is highly undesirable to iuohule specific 
mention of them in the treaty itself, though the Government of 
India have suggested that, if necessary, words could bo inserted 
in the treaty (aud an assurance on the same lines given before
hand to King Amanulla) to the effect that " Great Britain takes 
a friendly interest in the development of Afghanistan and is 
ready to co-operate with the Afghan Government in measures 
designed towards the promotion of the common commercial 
interests of the two countries." 



But here again it is not expected that King Amanulla will be 
content lo leave England with nothing more than a vague 
formula, and the question of giving more specific promises of 
material assistance will probably therefore have lo be faced. 
This is not a new question, but has in fact been under discussion 
for some years past, as a matter of current policy irrespective of 
treaty revision.. ,The result of these discussions has been the 
approval in principle of Sir Francis llumphrys' proposals Tor the 
adoption of what be described as the policy of tho "subsidy in 
kind." This was, in brief, that King Amanulla should be given 
periodically assistance in kind, up to a maximum value hitherto 
put at 7 lakhs of rupees (say, £52,000) a year, provided in each 
case that he had asked for it and had earned it, and that it was 
to the mutual advantage of India and Afghanistan. A beginning 
was made with the application of the policy in tho shape of a 
scheme for assisting the Afghans in regard to the realignment 
and reconstruction of the Kabul-Khyber road (a scheme which, 
if carried out. would apparently absorb the whole amount 
contemplated as available for the "subsidy in kind "' for some 
years;. But the policy has not come into effective operation, as 
after surveys had been made and a plan of operations worked 
out, the Afghans withheld theirfinal acceptance of the scheme— 
for reasons which have never been altogether clear, but the real 
underlying motive of which is believed to have been a hope that 
they might after all be able to obtain assistance in cash rather 
than in any other form. 

Any form of assistance of which hopes might now be held 
out should comply with the condition laid down in connexion 
with the " subsidy in kind," that it should promote the common 
interests of the two countries. The formula proposed by the 
Government of India for possible inclusion in a treaty and 
quoted in the preceding paragraph is more restrictive in that it 
includes the word "commercial." If the purposes for which 
funds have to be provided from Indian revenues can be repre
sented as promoting the common commercial interests of the two 
countries, it will obviously be so much the easier to justify the 
expenditure to the Indian taxpayer; but it is not intended that 
the restriction should necessarily apply in all cases, outside the 
treaty. It is in India's interest, though not—except indirectly— 
a matter of "commercial" interest, that there should be a strong 
and stable central Government in Afghanistan, and some possible 
forms of assistance—e.g. arms—can be justified by this test 
though they could hardly be held to be covered, perhaps, by the 
" commercial" formula. 

ft may be laid down as a guiding principle in approaching 
the discussion with the Afghans of possible gifts, that they 
should be left to make the first move by indicating their 
requirements. Anything volunteered from the British side 
would be likely thereafter to be taken for granted and regarded 
by the Afghans merely as a basis on which to found a larger 
request. Insistence on the point that the Afghans should make 
the first move may possibly introduce a temporary check in the 
discussions ; but it is thought that the Afghans will be unable 
to stand out on this point. We have it on Sir Francis Humphrys' 
authority that the King and his tour are unpopular in Afghanistan, 
and it is probably a vital matter for him that he should be able 
to show some promise of material returns when he gets back. 

Assuming that tho Afghans ask for them, the following are 
forms of assistance that it is agreed might be giveu :— 

( 1 ) Road development, more particularly the resumption of 
the suspended Kabul-Khyber scheme, for which everything is 
in train the moment King Amanulla accepts our programme. 
The Government of India have expressed the view that this 
road is so essential for proper communication between the two 



countries that the Amir should be given no encouragement to 
discard it in favour oT some other project. 

(2) Telegraph development. -The Government of India have 
said that they will always bo ready to give free construction or 
working parties within the south-eastern zone or Afghanistan. 

(3) Railways.—It is agreed that we should make no move 
in proposing railway construction; but that if and when King 
Amanulla does so of his own accord, his proposals (assuming, 
of course, that they do not cake a form unacceptable to us) 
should be received as sympathetically as possible. Generally 
speaking, our preference would be that an extension from Land! 
Khana to Kabul should be thefirst stage and the linking up of 
Chaman and Kandahar the second. But consideration of the 
possibilities of assistance cannot, of course, be carried very far 
until King Amanulla's wishes are known. 

(4) Civil Air Service.—Wo should be glad to assist in the 
establishment of a civil air service between India and Afghanistan. 
The Government of India are considering technical details of 
proposals to this end. 

(5) Reorganisation of Customs, Posts and Telegraphs.—The 
Government of India have expressed their willingness to assist 
in these ways at any time if asked (subject, possibly, to 
assurances of proper treatment of their officers if lent), but it 
might be inadvisable for us to undertake reorganisation ourselves, 
in view of probable accusations of manoeuvring the customs to 
our own advantage. It appears that the reorganisation of the 
Posts and Telegraphs has already been entrusted to a French 
expert. 

(G) Exchange banli.—It is thought that tho Afghans would 
probably not ask for British assistance in this matter unless 
manoeuvred into doing so. If they did ask, the Government of 
India have said that they would be prepared to give a British 
hank of standing a contingent guarantee of compensation in the 
event of their premises or specie being raided. It is recognised 
that, whatever the parent bank, this branch woidd have to pose 
as the National Bank of Afghanistan or under some similar 
ca mouflagc. 

(7) Munitions of war.—The Government of India would be 
prepared to make gilts of lorries, tents, and other forms of 
military equipment ; and say that they would not set their face 
against a request for such military material as would help the 
Afghan Government to quell internal disorder—excepting, 
however, machine guns, and also tanks until such time as the 
Army in India is equipped with these. They are also prepared, 
if necessary, to present pack guns, of a type no longer to be used 
in their own field army, together with plants for the manufacture 
of ammunition. 

These possible offers mark au advance on our previous 
attitudevis-a-vis the Afghans. In May 1925, when tho Afghans 
put forward as thefirst of four definite requests for assistance in 
the internal development of Afghanistan a request for the sale at 
concession rates, or preferably the free gift, of rifles, ammunition, 
and guns, the objections to complying with this request were 
held to make a favourable reply impossible. 

(8) Military and technical training in England for Afghan
yoidha.—The Government of India point out tho practical diffi
culties—particularly lack of preliminary training and knowledge 
of English—but agree that our general attitude should be to help 
if we can. In particular they would like to see the experiment 
made in some form, if possible, of giving military training to 
Afghans in England. They suggest that the most hopeful line 
is perhaps offered by the latest Afghan idea that a batch of 
young military officers should be attached to various military 
xtuits. Given six months or so of preliminary training in 



England, the Government of India think that reasonably useful 
results might be obtained with selected material. We have 
heard that during the King's visit to Italy arrangements were 
made for the training of 25 Afghans in aviation free of all coat 
to the Afghan Government, and Mr. Gould has received informa
tiou to the effect that the King will request facilities for military 
training, and probably aviation training, in England. 

Suggestions for training in other directions could bo received 
sympathetically. (It may be mentioned that a batch of Afghans 
are at present undergoing a course of training in police methods 
in this country.) 

It would be desirable as far as possible to keep any 
discussions in London of material assistance on rather general 
lines, avoiding definite commitments pending detailed considera
tion. The Government of India have remarked that, while they 
recognise the efficacy of all the above projects in their varying 
degrees as means of improving Anglo-Afghan relations, it is of 
course obvious that, apart from political considerations, their 
cumulative cost would constitute too great a burden upon the 
revenues of India unless the programme were spread over a 
number of years. Each therefore would, they say, have to be 
considered on its merits when the time came, and care would 
have to be taken that expenditure in any single year was kept 
within reasonable limits. 

The Government of India mention as possible gifts Afghan 
requests for which could not be entertained— 

(a) Gifts of machinery for their factories—in view of the 
undesiiability of devoting Indian money to the purchase 
of British machinery to turn out goods which would 
oust Indian goods from the Afghan market; and 

(6) Gifts of aeroplanes, spares, &c., for the Afghan Air Force 
so long as it is in Russian hands. 

The first suggested request, for machinery for factories, was 
one of the four definite requests above referred to, made by the 
Afghans in 1925. It is now proposed to look favourably on the 
other three (Nos. (7), (1) and (S) above, to put them in the order 
of preference in which they were put by the Afghans in 1925). 

It is impossible to foresee with any certainty the actual course 
of discussion with the Afghans in Loudon, and it may well be 
that the assumptions made in this note as to the stages through 
which they will pass and the order in which these stages will be 
reached will prove to be wrong. But it is hoped that this would 
not be found to prejudice materially whatever uses the note may 
otherwise have. The guiding principles ou the British side of 
the discussions will in any event be the same and, minor 
questions of tactics apart, the method in which particular issues 
should be dealt with would not appear to depend to auy great 
extent on the order on which the issues arise. 
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Telegram from Viceroy, Foreign and Political Department, 3rd January J92S. 

0 S. It seems probable that Amanulla on his visit to London will broach the 
subject of closer relations, and possible that he may even press for the conclusion 
forthwith of a new treaty of friendship to signalise his visit, without wailing for the 
expiry of one years notice under the treaty. It is advisable., therefore, to take stock 
of the treaty position in advance. 

Not, that we think that wc should fall in with a proposal to negotiate a treaty 
during I lie visit, or even to negotiate it, in London at all. True, it is obviously 
desirable to humour Amanulla as far as possible on his visit, and the prior conclusion 
of a good treaty in London would take the wind out of the Russian sails, and counter 
possible evil effects of "Moscow visit. Moreover, as the present treaty was concluded 
in Kabul, London would be the proper venue for the next. 

But the arguments against attempting to negotiate a treaty in London are main-. 
The technical difficulties alone would be great, for much or a new treaty is likely to 
be taken up with a revision of customs and trade arrangements, and the technical 
questions involved would be difficult of solution unless a technical adviser of ours is 
attached to plenipotentiary and maintains close liaison with our technical departments. 
The negotiations would almost certainly be drawn out long past the Kiug's visit to 
England, and there would be manifold disadvantages in the Afghan negotiators 
staying ou indefinitely in London hotel at our expense. Protracted negotiations 
would, moreover, mean protracted absence of Humphrys (who we assume would be 
our plenipotentiary) from Kabul, where important developments are to be expected on 
Amanulla's return as tho result of his grand tour. 

Hence, if Amanulla broaches the subject of a new treaty in London, we advise 
that he be assured that His Majesty's Government will be glad, if he so desires, to 
emphasise the closeness of the ties between the two countries in a new treaty; that 
they will direct His Majesly's Minister to take the matter up on King*s return to 
Kabul ; and will give him full instructions in this regard before he leaves London. 

But Amanulla will probably press for a more definite indication of His Majesty's 
Governments attitude particularly towards his own desiderata. These may have 
developed since Humphrys analysed them in his Despatch No. 5(5 of the -1th December 
1923, but in the main his analysis probably holds good. 

(I) Subsidy.—In particular, everything goes to show that Amanulla will again 
stand out for a cash subsidy. This we must resist for a host of reasons. After seven 
or eight years of Anglo-Afghan relations without one, it would be retrograding to 
reinstitute it. If reinstituted, we might find our subsidy devoted to schemes (e.g. 
communications north of the Hindu Kush or Mahsud allowances) highly detrimental 
to India's interests. Furthermore, there is the Afghan tendency to regard anything 
guaranteed in a treaty as something conferring no merit on the giver, to be enjoyed 
by themselves as a matter of course, aud to be used as a jumping-off ground for fresh 
concessions. Our opinion therefore is that, in any circumstances which can at 
present, be foreseen, a demand for a subsidy should be resisted. 

(2) Free transit and simplification of trade regulations.—Recent review of our 
obligations under the Barcelona Convention makes it fairly clear that Afghan 
Government could secure without undue difficulty a substantial enlargement of trade 
benefits they are receiving under the treaty as far as goods in genuine through transit 
across India are concerned. But the volume of trade in genuine through transit is at 
present v*ery small. 

In actual practice, great majority of goods in so-called transit are not already 
destined for Afghanistan at the time of entry into British Indian ports, and the 
practical difficulties we have experienced over differentiating between various classes 
of trade for purposes of the treaty illustrate the complexities of tho case and the 
necessity for close association between plenipotentiary aud our technical experts, which 
would hardly be feasible except in Kabul. Whole matter is still under examination, 
but, it looks as if we shall be able to go some way towards simplification of procedure 
and free transit, at anyrate for goodsrailed direct from port to frontier station, but 
expressly reserving to ourselves the right to withhold transit in the event of unfriendly 
behaviour as at present in the analogous case of State goods. 

(3) Consul at Fesharoar.—Hitherto we have resisted this appointment because o
scope Peshawar offers Afghan officials for intrigue (vide the Afghan Postmaster up to 
1919), and because of our stand against, inland consulates generally. But local 



makeshift arrangements that have had to be made in connection with visea have 
demonstrated the need for an Afghan consular official in Peshawar, where Afghan 
trade is of course considerable, and we are now prepared to withdraw our opposition. 
Dangers of intrigue there must of course be, but they will be lessened in the case of 
a Consul under consular rules and regulations on the Government House list and 
associating freely with officials and gentry. The appointment may perhaps tend to 
undermine the general standing we have hitherto taken against inland consulates, 
though Afghanistan presents no real analogy to countries without overland trade 
with India. This risk we are prepared to take. 

(4) Trade Agent at Chaman.—Afghan Government sets great store bv this 
appointment both for genuine trade agency purposes and, iu view of the ease of 
smuggling on the Quetta border, still more as a preventive agency. Here again the 
dangers of intrigue, which have hitherto made us resist the appointment, woidd be 
real. But the obvious need for a trade officer of the sort has forced us to admit to 
Chaman a subordinate of the trade agent at Quetta, and it is questionable whether 
the dangers are not greater with him that they would be with a recognised trade agent 
with duties clearly defined in a treaty and liable to recall if he strayed outside them. 

(5) Territorial readjustments, tOc.—Any suggestions for territorial cessions or 
boundary readjustments or claims to right of interference of any sort in our tribal 
territory should be summarily rejected. We are. however, prepared to entertain 
proposals for a reciprocal self-denying ordinance already ventilated with the Afghan 
t lovernmeut in respect of Peiwar, vide Katodon 14 of February 1927, not to build 
new posts within a specified distance from the frontier. It is questionable whether 
we could extend this principle to the demolition of existing posts, but the matter is 
under detailed examination. 

(G) Extradition Treaty.—There are almost insuperable difficulties to anything like 
a regular Extradition Treaty, owing, in particular, to the elementary state of judicial 
procedure in Afghanistan and to our inability to enforce our writs in most of tribal 
territory. On the other hand, both Governments have felt the need for a more 
deliuite understanding over outlaws of one country who take refuge in the other. A 
clause might therefore figure in the treaty to the effect that, while the formulation of 
a separate extradition agreement is felt by both Governments to be premature, they 
recognise that it is not (siĉ  in the interest of the peace of the common border that 
each Government should undertake at the request of the other to remove to an 
effective distance from the frontier any daugerous criminal wdio may have taken 
refuge in its tenitory after having committed a heinous offence in his own country. 
It is clearly wise not to attempt to specify the distance of removal. Fifty miles 
would perhaps suffice in the case of an ordinary criminal, but woidd be wholly 
inadequate in such a case as that of Ajab. 

This analysis leads us to the conclusion that, if the King presses for assurance as 
to the character of treaty we would be prepared to negotiate, he might be verbally 
assured that we hope that it will be possible to arrive at a mutual arrangement which 
will further the development of trade intercourse between the two countries by the 
establishment, in particular, of freer transit and simplification of Customs arrangements 
and the extension of Consular posts in the two countries, and which will promote the 
common peace on our borders by a mutual undertaking to remove dangerous criminals 
from the other country to a safe distance. 

Without, the mention of a subsidy, however, or something substantial to take its 
place, the King is not likely to find satisfaction. We are addressing you separately 
on the Ministers various proposals for concrete assistance in kind. But we agree 
with him that, whatever gifts in kind may be decided upon, it is highly undesirable 
to include mention of them in the treaty itself. The utmost that could be done 
would be the insertion of words to the effect that Great Britain takes a friendly 
interest in the development of Afghanistan and is ready to co-operate with the Afghan 
Government in measures designed towards promotion of common commercial interests 
of the two countries. And an assurance on these liucs might be given Amanulla. 

lie may possibly raise the question of being released from obligation (vide letter 
attached to treaty) to exclude Russian Consulates from south-eastern zone as out
condition for the gift of trade concessions. It would certainly be raised in treaty 
negotiations. Arguments in favour of dropping our stipulations are strong: (a) It 



purports to infringe sovereignty and to annul in an Anglo-Afghan Treaty what is 
granted in a Kusso-Afghan Treaty; (b) it suggests parcelling of Afghanistan into 
spheres of influence, which is repugnant to the Afghan Government; (c) it invites 
a counter-balancing Russo-Afghan restriction on appointment of British Consuls 
in North. 

On the other hand, exclusion of Russian Consulates is valuable in itself. Presence 
of Russian officials so near our borders would be regarded by our tribesmen as a blow 
to British prestige, and entire absence of Russian trade interests would leave them 
free to concentrate on well-financed tribal intrigue against us. It is valuable also 
as an established principle from which others (like normal exclusion of Russian 
aviators from the South) may be developed. Hence, in so far as choice may prove 
to lie between Russian Consuls on our borders and exclusion of British Consuls from 
Herat and Mazar-i-Sharif, we believe that, in the circumstances to-day, the balance 
of advantage lies with the latter, despite the fact that we want Consuls in the North 
both for trade and intelligence purposes. 

But with Afghanistan's growing sense of international usage it may only be 
a matter of a few years for her to recognise radical difference between allowing 
Russian Consulates in the South, where there arc no Russian trade interests, with the 
sole object, as Afghan Foreign Minister has more than once admitted, of anti-British 
propaganda, and British Consulates in North, where our trade interests are considerable. 
Hence we took the view that, while we should seek to get on a par with Russia by 
securing treaty right to establish northern consulates in return for an Afghan Consul 
in Peshawar and Trade Agent in Chamau, we should leave the actual filling of the 
appointments over for the present. 

Though we should be sorry to lose security which definite treaty obligation gives 
us against establishment of Russian Consulates, we recognise its difficulties and 
drawbacks. There would clearly be advantages if we could simply rely on Ministers 
powers of persuasion to induce the Afghan Government to prohibit what woidd 
inevitably become a source of friction in Anglo-Afghan relations. It. would, however, 
be dangerous to dispense altogether with a written guarantee. While, therefore, our 
stipulation might be dropped from a formal exchange of notes attached to treaty we 
feel it should be replaced by a separate warning in writing that we should regard 
admittance of Russian Consulates on our border as symptomatic of unfriendly 
behaviour within the meaning of Trade Concessions Article. 

Telegram from Viceroy, Foreign and Political Department, 3rd January 1928. 

7 S. We have now examined Humphrys' concrete proposals for improving 
A nglo-Afghan relations. 

(1) Eoad development.—-In our telegram 1323 S, 22nd October 1925, we accepted 
the principle of granting the Amir periodically assistance in kind, provided that he 
asked for it, had earned it, and it was to the mutual advantage of India and 
Afghanistan. We recognised in particular that, the community of Indo-Afghan 
interests could hardly be fostered better than by the civilising influence of increased 
trade and intercourse that would arise from progressive improvement of 
communications. This principle we have already put in practice by our specific 
offer to co-operate over the realignment of the Kabul-Landi Khana road. Everything 
is in train for the initiation of this work the moment, the Amir accepts our programme. 
If he does so it will hardly be necessary to consider tho other road schemes in the 
near future, for the work is elaborate and will take a considerable time to complete. 
So essential is this road for proper communication between the two countries that the 
Amir should be given no encouragement to discard it in favour of some other project. 

(2) Telegraph development.—This too has already been accepted in principle, and 
within the general conditions of the subsidy iu kind we shall always be ready to 
give free construction or working parties within the south-eastern zone. Our schemes 
for expending money on the exclusion of Russians from erecting and running wireless 
installation in Afghanistan have dropped, at any rate for the present, owiug to the 
securing of the contract by a Frenchman. 

(3) Hallways.—This subject has been dealt, with separately, and we need only say 
hero that we have throughout recognised that, if the Amir is set on railways, wo can. 
afford to run no risk offinding ourselves forestalled in railway construction by Russia, 
and must render him expert and financial assistance. 



(4) Civil Air Service.—In our telegram of October 1925 we foreshadowed the 
possibility of assistance over civil aviation on an air route between India and 
Afghanistan. Since then the arguments in favour of it have strengthened, partly as 
a counter if not a stopper to the Russianised Air Force, partly because of Junkers' 
apparent anxiety to forestall us and partly because; political effect, both in Afghanistan 
and amongst our tribes, of our great aeroplanes plying regularly between Kabul, 
Peshawar and Lahore would be considerable. We are examining the financial effect 
on the Air Ministry scheme of substituting a three-engined machine, which we are 
advised would be necessary to give the Service that stability which is essential for its 
full political elfect. 

(5) Reorganisation of Customs and Posts and Telegraphs.—Any such assistance we 
would gladly render at any time. The difficulties are two-fold. First, the ensuring 
of proper treatment for our officers, and second and more serious, Afghan disinclination 
to turn to us for such services. But the important thing, even from our own point 
of view, is the reorganisation of the services, not their manning by Britishers, and 
according to the latest reports Frenchmen have already been engaged to reorganise 
the Telegraphs. 

(6) Exchange Bank. -Here again the chief difficulty lies in allaying the Amir's 
apprehension that a British bank might result in undue British influence, and 
manoeuvring him into asking for our assistance. Should he do so we would be 
prepared to give a British bank of standing proposed contingent guarantee of 
compensation in the event of their premises or specie being raided, for its political 
b\'-products would be considerable. Whatever the parent bank, this branch would 
of course have to pose as the National Bank of Afghanistan, or under some similar 
camouflage. 

(7) Munitions of icar.—We recognise that grants of lorries, tents and other forms 
of military equipment are suitable items in a subsicfy in kind. Nor would we set 
our face against the request for such military material as would help tho Afghan 
Government to quell internal disorder—machine guns, however, excepted, and also 
tanks until such time as the army in India is equipped with them. We are also 
prepared, if necessary, to present pack guns, a type no longer to be used in our field 
army, together with plants for manufacture of ammunition. 

(S) In addition, we have considered the military and technical training of Afghan 
youths in England as a medium for improving relations. But it is beset'with various 
difficulties, notably lack of preliminary training and knowledge of English. Afghans 
show no signs so far of adopting the obvious solution of preliminary course in India. 
They are said to be toying with the idea of securing English professors for Kabul, 
but the normal conditions of service are not calculated to attract or keep Englishmen 
of the right stamp Difficulties over admission to Sandhurst seem especially great, 
and a more hopeful line is perhaps ollcred by the latest Afghan idea that a batch of 
young military officers should be attached to various military units. It seems 
possible that, given six months' or so preliminary training iu England, this proposal 
might lead to reasonably useful results with selected material. Success would mean 
so much politically that we should like to see the experiment made in some form or 
another. In general, our attitude should be to help if we can. The tour will 
probably open the Amir's eyes to some of the practical difficulties. Difficulties, and 
measures to surmount them, are probably best discussed in London, where the 
Minister might explore the possibilities further. 

While we recognise tho efficacy of all these projects in their varying degrees as 
means of improving Anglo-Afghan relations, it is, of course, obvious that, apart from 
political considerations, their cumulative cost would constitute too great a burden 
upon the revenues of India unless the programmes were spread over a number of 
years. In so far as the railway projects may result in an increase of trade, they can 
be regarded to some extent as productive and included in the calculation at something 
less than their full cost. For the rest, while we except the projects in principle, each 
would have to be considered on its merits when the time came, and care would have 
to be taken that expenditure in any single year was kept within reasonable limits. 

Among the possible Afghan gifts which we are not prepared to entertain are :— 
(1) Gift of machinery for their factories, in view of the undesirability of devoting 

Indian money to the purchase of British machinery to turn out goods which 
would oust Indian goods from Afghan market. 

(2) Gift of aeroplanes, spares, Ac, for their Air Force as long as it is in 
Russian hands. 
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Telegram from Secretary of Stale to Viceroy, dated 2nd February 192S. 

317. Foreign and Political Department. Your telegrams Nos. 0 S. and 7 S., 
dated the 3rd January. 

Subject to reservations indicated below, His Majesty'̂  Government agree generally 
with your views and proposals. 

It is to be hoped that it will not be necessary to enter into details with Afghans 
in London, but 1 should be glad of your further comments on the following points:— 

(1) Proposal to make transit facilities dependent on friendly behaviour. I am 
not clear whether right proposed to be reserved is to stop goods altogether or merely 
to withhold facilities for free transit. Provision in existing treaty is for totai 
stoppage, but applies only to arms and ammunitions. This is obviously a special 
case and is described as "right exercised bv every nation." It mav be desirable to 
retain this special clause in regard to arms and munitions, but, 1 feel great doubt as 
to desirability of attempting to extend provision for controlling Afghan behaviour 
1)3* this rather anomalous method, and should be disposed, oven if it is proposed to 
give Afghans facilities going beyond the letter of anything they could secure under 
Barcelona Convention, to make the concession outright. 

Apart from Afghan objections, or objections from ordinary international practice 
to control by impending threat as such, it could be urged with some force that it is 
unreasonable to subject operations of general trade to the uncertainties of our 
interpretation of a vague political condition. Argument would, of course, have all 
the more force if penalty proposed is to stop transit trade altogether. If proposed 
treaty provision were made, should wc in practice ever enforce penalty or gain more 
than we should lose by threatening to do so? I deal below with proposed special 
use of this provision in connection with Russian Consulates. 

(2) Mutual undertaking as to dangerous criminals. I assume undertaking in form 
proposed could be given in respect of administered territory only, and that you 
contemplate some arrangement failing short of full reciprocity, such as that proposed 
in Huinphrys' demi-official letter to Bray, No. 152, of the 8th April 192-1? 

(3) Exclusion of machine guns from any gift of arms. What precisely is your 
reasou and have you in mind any particular explanation to be given to Afghans? 
Have you considered argument that gift of machine guns may be particularly 
desirable as strengthening regulars against irregulars, and thereby helping to 
stabilise Afghan Government? 

(-1) Russian Coitstdates.—Apart from doubts in (1) above as to provision in-Trade 
Concessions Article on which your filial proposal turns, I feel that desirability of that 
proposal in itself is very doubtful. Afghans may well lie suspicious and resentful of 
proposal to secure by such indirect means—i.e. by attaching outside treaty an arbitrary 
meaning to what they may regard as in itself an unreasonable stipulation of treaty— 
an end which wc do not choose to proclaim in treaty. If arrangement were not 
published Afghans would be (or would profess to be) the less able to resist Russian 
proposals to fill Consulates, and it would be very difficult in practice to enforce 
penalty. If arrangement were published it might be attacked as unreasonable or 
improper, and in any case would lose its virtue, for it would in that event apparently 
be just as well to make a straightforward deal as in present treaty. But apart from 
difficulties of particular method you propose, I greatly doubt whether it. is now 
desirable to continue to press for exclusion of Consulates at all. You recognise 
strong arguments for dropping stipulations, and there is force also in the general 
objection to attempting any longer to include in treaties with Afghanistan provisions 
not in accordance with ordinary international practice. 

Your view as to actual practical value of exclusion of Consulates must, of course, 
carry greatest weight; but opinions on the point have differed, and general view hero 
is that appointment of British Consuls in North is more important than exclusion of 
Russians from East. 

I am strongly inclined to view that, we should endeavour to secure right to appoint 
British Consuls at Herat and Mazar-i-Sharif, and if we cannot exclude Russians from 
Eastern Afghanistan by direct, provision in treaty (objections to which 1 feel to be 
almost, if not quite, conclusive) we should content ourselves by stressing to Afghans 
absence of legitimate justification for Russian Consuls, and likelihood that if they 
were allowed their activities would create trouble. 

It is worth remembering that every indication we give of continued anxiety as to 
Russians is in some measure an additional invitation to Afghans to endeavour to trade 



on thai feeling. And if in this particular instance Afghans found that we had dropped 
demand for exclusion of Consulates, which they probably look forward to as one of 
their best counters for bargaining if it can he detached from its present quid pro ipio 
of transit facilities, our position in discussions should be greatly strengthened. 

Telegram front Secretary of Stale to Viceroy, dated 2ml February 11)28. 
300. foreign and Political Department. Your telegram dated the 3rd January, 

No. (I 8. In view of possibility that question of a cash subsidy may assume 
outstanding importance in any discussions with Afghans, it. seems desirable to 
pursue analysis of this question somewhat further than it is carried in para. (1) of 
your telegram, with which, so far as it goes, we, of course, entirely agree. 

Supposing that Afghans put this question before all others and maintain their 
stand upon it in spite of all that we cau do in the way of stressing incongruity with 
independence, with British ideas, and with ordinary international practice, we shall 
hardly be able to avoid coming down snore or loss definitely to one of following 
alternatives:— 

(t) Cau we afford, in spite of possible risk of throwing Afghans entirely into 
arms of Russia, to maintain absolute refusal to consider cash subsidy, 
looking to Afghan self-interest and to generosity on our part in other 
directions (if opening is still left for this) to prevent whatever real risk 
there is from developing into a serious danger to British interests? 

(2) If not, should we take line that Afghans made British subsidy impossible 
when they ratified Russian treaty, and hold out hope that if they dispensed 
with Russian subsidy (ami possibly, as an additional condition, avoided 
employment of Russian personnel in their armed forces) British Government 
would be ready to reconsider matter? This would, presumably, mean 
a subsidy at least as large as that promised by Russia, aud would be open 
to other special objections that are obvious. 

(3) Arc objections to (2) so weighty that it would on the balance be preferable 
even to waive objection hitherto held so strongly to simultaneous Russian 
subsidy and to contemplate grant of a subsidy without explicit conditions, 
though it. could of course purport to be for the development of common 
commercial interests? Subsidy could then be smaller and there would not 
be the same prospect, of continual wrangling over fulfilment of conditions. 

1 do not at present express any opinion on these alternatives, and am of course 
conscious that we cannot, provide fully beforehand for all possible ways in which 
problem may present itself. But it will be a great advantage to have our minds as 
clear as possible, and 1 shall be glad to have your further observations. 
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The Franco-American Draft Pact of Perpetual Friendship and the American Draft 
of an Arbitration Treaty to replace the Anglo-American Arbitration Treaty of 
1908. 

M E M O R A N D U M BY THE SECRETARY OF S T A T E FOR F O R E I G N A F F A I R S . 

WITH reference to my memorandum of the 24th January last (CP. 22 (28)) 
on the subject of the Franco-American Draft Pact of Perpetual Friendship and the 
American draft of an Arbitration Treaty to replace the Anglo-American Arbitra
tion Treaty of 1908, I circulate to my colleagues a memorandum by Sir Cecil Hurst 
reporting his recent private conversations on these matters with M. Fromageot, 
Legal Adviser to the French Ministry for Foreign Affairs. 

AUSTEN CHAMBERLAIN. 
Foreign Office. February 7, 1928. 

M E M O R A N D U M BY S I R C E C I L H U R S T . 

While I was in Paris I had prolonged and very intimate talks with 
M. Fromageot on the negotiations between France and the United States with 
regard to the treaties for the outlawry of war aud the renewal of the arbitration 
convention, and on the corresponding draft treaty which the Americans have offered 
to His Majesty's Government for the renewal of the arbitration convention. 

1. Thefirst point we discussed was the difference between the meaning of the 
terms "war of aggression" and "recourse to war as an instrument of national 
policy." I wrote a minute on one paper before I went to Paris, saying that, so 
far as I could see, there was no real difference between the phrases and that I did 
not quite understand why the French had thought it necessary to introduce the 
term "aggression" merely because the treaty was to be multilateral instead of 
bilateral. 

M. Fromageot told me that he agreed with me that there was not in reality any 
difference between the two phrases, but he said that what had happened was that 
when the French draft was made public last June, in which France agreed to 
renounce war, the Belgians and the Czechs had both become excited and had 
expressed alarm lest the French undertakings to come to their aid would lose their 
value. It was this which really lay beneath the introduction of the phrase "war 
of aggression." Now that the United States had raised objection to the latter 
phrase, M. Fromageot was at work to see if he could find some satisfactory 
substitute. He told me in confidence that he was considering whether the phrase 
" guerre engagee malgre 1'attitude pacifique de la partie adverse " might not be 
employed. The idea of this phrase is taken from the treaty between Germany and 
Russia concluded about two years ago. It expresses the same idea as " war of 
aggression " in different language. 

2. The next point that I discussed with M. Fromageot was the reconciliation 
of the draft outlawry of war treaty with articles 16 and 17 of the Covenant, which 
oblige France as a member of the League of Nations to take measures which may 
have to be belligerent against a non-member State (which might in her case be the 
United States) because that non-member State resorted to war with a member of 
the League. M. Fromageot's view was that the words "nationale et reciproque " 
in the outlawry of war treaty limited the operation of the treaty to war arising out 
of relations or disputes between the two parties to the treaty and, therefore, did not 



run counter to any measures, even of a warlike kind, which France was obliged to 
take by reason of her commitments in the Covenant of the League. 

3. The third point we discussed was the apparent inconsistency between 
article 2 of the outlawry of war treaty, which requires all disputes to be solved by 
pacilic means, and the presence in the draft arbitration convention of reserves as to 
the cases to be arbitrated. 

M. Fromageofs view is that under the outlawry of war treaty, article 2, if the 
conciliation proposals had failed to result in recommendations which both parties 
were willing to accept and which therefore ended the dispute, the dispute would 
drag on unsettled; neither party could go to war. This is what happens under the 
Treaty of Locarno, where France and Germany reciprocally undertake not to resort 
to war even though the Council, acting under article 15, may not succeed in framing 
recommendations which both parties are willing to accept. Want of unanimity in 
the Council in that case does not entitle France and Germany to go to war with 
each other, because that war is absolutely prohibited by the wording of the Locarno 
Treaty. Article 2 of the outlawry of war treaty is not limited to arbitration 
proceedings; it covers all conciliation proceedings,and in these only recommendations 
can be made. 

4. The fourth point was a small one. namely, the omission from article 2 of 
the French counter-draft of the arbitration convention of the words "which it has 
not been possible to adjust by diplomacy." 

The reason is that these words are superfluous. The draft arbitration convcn
tion provides for the dispute going first to the Bryan Commission, and in the Bryan 
treaty itself there is a provision excluding disputes which it has been found possible 
to adjust by diplomacy. . 

5. The fifth point we discussed was the addition in the French counter-draft 
of the reference to articles 53 and 54 of The Hague Convention of 1907. as to the 
method of settling the comj)ro7/iis or special agreement where the parties are unable 
to agree upon it. M. Fromageot agreed that the intention had been to avoid the 
power of the Senate to reject a special agreement. The United States have now 
made the same objection as they made in 1907. To get over the difficulty the French 
Government are now submitting to the United States Government a new formula 
under which the question of the terms of the comj)i07ni$ would go to the Court at 
The Hague for settlement, but the terms of the compromis. as drawn up by the Court 
at The Hague, would not be binding upon either party unless it were confirmed by 
the constitutional authorities in each country. This would result in the Senate 
having the right to reject the terms of the special agreement as settled by the Court 
at The Hague. It is much less likely that the Senate would reject a special agree
ment which had been settled in this way than i f it had merely been settled by the 
State Department. 

6. The next point which M. Fromageot and I discussed was the French phrase 
for " matters solely within the domestic jurisdiction of that Party." This is one 
of the reserves proposed in the draft arbitration convention offered by the United 
States and accepted by the French. 

M. Fromageot was disposed to agree with me that the clearer French phrase for 
this was that used in article 15 of the Covenant, " question que le droit international 
laisse a la competence exclusive de cette Partie," and that this was to be preferred 
to the French phrase used in the counter-draft of the arbitration convention. 

7. I also had a long talk with M. Fromageot as to the way in which the reserve 
as to the Monroe Doctrine would work in practice. 

I wrote a minute on this point the other day. M. Fromageot said that 
technically he agreed with me, but that it was no longer open to the Powers to object 
to a saving as to the Monroe Doctrine. All the Powers, including Great Britain, 
had accepted a similar reserve in 1907 made by the United States when they signed 
and ratified the convention for the pacific settlement of international disputes of 
that year. Apart, therefore, from the uudesirability of becoming involved in a 
discussion with the United States as to what the Monroe Doctrine means, the hands 
of the Powers are tied by their own action in 1907. Here I think he is clearly right. 

C. J. B. H. 
January 30, 1928. 
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S 5 0 R E T  . . (Her. orandun by the Postmaster General). 

CP.56(30). 1. I attach, for the consideration of the Cabinet 

an application I have received from the Eroadcastiiig 

Corporation asking that the existing embargo upon the 

broadcasting of controversial natter should be renoved. 

2. The question v/as concidered by the Cabinet on 

October 27th, 1926 v;hen the Corporation was about to be 

constituted, and the Cabinet reached the following 

conclusions (Cabinet 54(26) and Paper C.P.355(26)):

"(a) 22aat the Postmaster General shoul?. not include in 
the licence to the new Broadcasting Corporation, 
for the x^resent, any prevision authorising them 
to permit the broadcasting of natters of 
controversy; but that the Corporation should be 
left to do its best tc improve the existing 
broadcast programmes v;ithout such powers, 

(b) That after on experimental period of six months, 
the Postmaster General should, if necessary, 
report to the Gabinet." 

ike licence to the Corporation provides that the 

"Postmaster General nay fron tine to tine by notice in 

writing to the Corporation require the Corporation to 

refrain from sending any broadcast natter (either 

particular or general) specified in 3̂ lch notice", and the 

Corporation were notified to refrain from broadcasting the 

follcwing natter 

(a) statements expressing tl:e opinion of the Corporation 
on matter of public policy, and 

(b) speeches or lectures containing statements of 
political, religious or industrial controversy. 

5. I thought it best to prolong the experimental 

period referred to in the Cabinet conclusions (abeve) and 

the prohibition has now boon in force for 15 months. It 
has 



h.X3 be..-n faithfully observed by the Corporation, but has 
certainly provok :1 a considerable voluue cf criticism. It 
is said that the pro^r unnes as a reault are often dull and 
anaemic, and oomplaint la made that it is a mistake to debar 
the public from the educative value of hearing informed 
statements and speeches on matter3 which are of great 
current importance and general interest. 

4. There are wide variations in the policy of foreign 
countries, but there is some evidence to indicate that the 
Corporation are wrong in stating that the conditions under 
whioh controversial subjects are admitted are becoming less 
rigorous, and I am Informed that in Germany there has been 
no change. 

t 

5 . While I think it is important to maintain the 
existing ban upon what are known as "Editorials", i.e., 
statements expressing the opinion of the Corporation itself, 
I personally should be glad to see some relaxation of the 

general prohibition against controversy. I adhere to my 
view that it i 3 impracticable and undesirable to institute 
any form of Government censorship, and It mnst be left to 
the Corporation to secure impartiality and to select with 
oare and discrimination the subjects which should be 
broadcast and the manner of treating them. The Corporation 
will always have the knowledge that any serious blunder 
might result in a public outcry which would probably lead 
to the embargo being reimposed. 

6. The Cabinet may probably take the view that if the 
3controversy "ban"' i  to be removed,, sue]: removal ought 

to prooeed by stages and I therefore recomr.end that for 
the present permission shoull be given to broadcast 

prearranged 



prearranged debates without restriction cf subject, while 
maintaining the existing barf upon single speeches, lectures, 
etc. This would enable public feeling to be tested in the 
matter and would go sane way towards satisfying the demands 
which are made. At the same time this course would not be 
open to the most formidable objection which is levied at the 
general admission of controversial speeches, namely, that if 
a policy obnoxious to certain sections of listeners be 
broadcast, the broadcasting of a reply some days or weeks 
later does not repair the damage. 

(Intld) W. M-T. 

) 

GENERAL POST OFPIOE.
10th February, 192G. 



THE BRITISH BROADCASTING CORPORATION 

SAYOY. KILL, LONDON, W.C.2. 

l6th January, 1928. 
The Secretary, 

General Post office, 
X  j O C. 1. 

Sir, 

In adhering to the terms of your letter of 
11th January 1927, v/hich directed the Corporation to 
exclude frcm programmes religious, political or industrial 
controversy- the Corporation has been aware that it is not 
only falling behind enlightened practice in other countries, 
but that it is also attracting a growing volume of 
substantiated criticism fran its listeners0 

rYou v.ill recall that the Postmaster-General, when 
notifying the Corporation that such restrictions would be 
imposed, indicated that the question would be.* further 
considered by the Government when the Corporation was in a 
position to make representations based upon practical 
experienceo With the experience of the year's working 
behind them the Corporation feel that the matter should 
now be reviewed, 

It has been remarked that one of the reasons for the 
change in Constitution was that a greater degree of 
responsibility might be vested in the directing body,, 

"In the Report of the Broadcasting Committee (1925) 
there is a recommendation that, given guarantees of equality 
and x̂ air treatment, a moderate amount of controversy should 
be allowed, and it was suggested that the discretion 
of the new authority should be upheld provided it be 
strong and impartial, able to assess the nature and 

extent 



extent of the demand, and to act with firm and consistent 
oiroumspection. The Coil" oration now desires permission 
to implement thl3 policy based on experience both in this 
country and abroad. 

With regard to experience abroad, that of Germany 
is most significant. Ultimate Government control is 
secured by an elaborate structure of checks and balances 
which are at any rate no more effective than the 
comparatively simple constitution of the Corporation. 
Controversial subjects are not only permitted but are 
encouraged,, The Berlin programmesin the last year or so 
comprise talks cn many acutely controversial subjects, such 
as 

Views of European Socialist Leaders in Germany 
Pietion and Educational Reform 
"Fordism" and Industry 
Monopoly and Competition in Relation to Prices 
Facts \nd principles in World Politics 
The Dawes Agreement 
L[a3ses and their Leaders 
Population Policy 
The Standpoint of the Churches to Cultural 

Problems of To-day. ) 
In other countries conditions are so different that 

comparison is not apposite. It 32iould be noted, however, 

that controversial matter is permitted to an increasing 

degree in almost every case^ In Italy and Russia the 
national broadcasting systems are employed f o r political 

and cultural propaganda,, In the United States of America 

there is almost complete freedom. In Holland 
broadcasting stations are regularly rented by different 

religious organisations for purposes of propaganda. In 

the Eritish Dominions broadcasting is not sufficiently 

co-ordinated as a public service to afford a useful 
precedent, but current controversy is included,, It 
appears from universal experience that the broadcaster 

himself 



himself is the most competent oensor of the fore and extent 

of controversial natter, and that even where Government 

control i3 30 remote and loose as to be almost negligible, 

the self-interest or sense of responsibility of the 

broadoaster require that controversy should be prudently 

and taotfully introduced. 

During the past year well-lnfomed and constructive 

critics of B,B.C, progr?jar.e3 have deplored tho devitalising 

influence of the absence of controversy. On moot 

problems of immediate interest the service is 3ilent, and 

if controversial subjects are broached at all it is done 

In a halting, inconclusive and even platitudinous manner. 

The application of the present policy involves the neglect 

of many opportunities cf informing public opinion on 

matters of vital importance. 

If the corporation were permitted to introduce 

controversy it ia obvious that both the choice and the 

treatment of subject would necessitate mo3t'careful 

consideration. There could be no expression of views 

contrary to the interests of the State, or on subjects 

likely to offend religious or moral susceptibilities. 

Subjects would require to be presented in 3Uch a way as to 

ensure adequate safeguards for impartiality and equality of 

opportunity. 

The Eoard of Governors desires me to say that this 

application is submitted after careful deliberation, the 

responsibility and delicacy of the matter being fully 

realised. The Corporation is satisfied that the extension 

of the discretionary power, envisaged in the Report of 

Lord Crawford's Committee, is a natural and logical 

development of the service, that opportunities are at 

present missed, that the power would not be misused, that 



nc partisanship would bo sQiOV.ii, and that any new 
controversial matter v/QUld be introduced gradually and 
experimentally. 

A recommendation on the subject, passed by 
Sir Henry Eadov/fs Committee for Enquiry into the Relation 
cf Zroadca. tin.; and Adult Education, is attached. 

I an, Sir, 

Your obedient Servant, 

for THE BRITISH BROADCASTING CORPORATION. 

J o C c V7 o RI21 EH 

Director-General. 

http://sQiOV.ii


That the Ccmrittee, having in the course of its 
deliberations had occasion to discuss the question of 
controversy in Adult Educational Broadcasting, considers 
that the present ban cn controversy militates seriously 

against the effectiveness of broadcast education, and 
believes it to be of paramount importance that the 
greatest possible measure of liberty should be granted to 
the B.Z.C., subject naturally to that liberty being 
handled with the utmost discretion aa regards both the 
choice of subjects and the impartiality of their treatment. 

(Signed on behalf of the Committee) 

W.H. HADOW. 

Chairman. 

OOl^ITTSS. 

Sir U.E. Eadovf (Vice Chancellor, Sheffield University). 
Professor W.G.S. Adorns (Gladstone Professor of Political 

Theory and Institutions, Oxford). 
Ilr. E. Salter Davies (Director of Education for Kent). 
Capt. L.F. Ellis, D.3.C,11.0., (Rural Community Councils) 
Hr. G.K. Gater, 0. I I .G.,D B . 0 ., (Education Officer,London e

County Council). 
Eiss Grace Eadow (National Federation of V7oments 

Institutes). 
Colonel J.Eo Hitchell, 0.E.E.,M.C.,(Secretary Carnegie 

United Kingdom Trust) 
Professor R. Peers (Department of Adult Education, 

University College, Nottingham). 
Hr. Arthur Pugh (General Secretary of the Iron and Steel 

Trades Confederation and the British Iron Steel 
and Kindred Trades Association). 

The Hon. Oliver Stanley, II.P., (Parliamentary Private 
Secretary to the President of the Eoard of 
Education). 
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N O T E S O N M H . A M E R Y ' S T O U R I N A U S T R A L I A A N D N E W Z E A L A N D . 

M E M O R A N D U M BY T H E S E C R E T A R Y OF S T A T E FOR D O M I N I O N A F F A I R S . 

IN November I circulated to the Cabinet a memorandum received from 
Mr. Amery on the position in South Africa. I now circulate a memorandum which 
he has written on his tour of Australia and New Zealand. 

S. B. 
February 8, 1928. 

Some Notes on my Tour in Australia and New Zealand. 

A U S T R A L I A . 

1 ARRIVED at Albany, in Western Australia, on the 10th October and sailed 
from Sydney for New Zealand on the 17th November. I spent a day or two at each 
Slate capital (somewhat longer at both Melbourne and Sydney), and in every case 
took part in one or more conferences with the members of the State Cabinet. The 
subjects discussed were chiefly migration and marketing, but constitutional issues, 
such as the appointment and power of Governors, honours, &c, were raised both in 
Queensland and New South Wales. In addition to this. I had more intimate personal 
conversations with the various Premiers and their Ministers, one or more of whom 
accompanied me at every stage of my journey through each State. One or, other of 
the Federal Ministers and one or more members of the Development and Migration 
Commission similarly accompanied me throughout my tour. At Canberra 1 had a 
series of conferences with Mr. Bruce and the Development and Migration Commis
sion on migration questions and conferred with the Cabinet both collectively and 
individually. I also addressed an informal secret session of both Houses on various 
issues of foreign and Imperial policy, and both there and at the State capitals, and 
while travelling, was afforded the opportunity of meeting a large number of Federal 
and State members. 

The greater part, however, of my time was spent in seeing the country districts 
in order to form some idea of the possibilities of development in connexion both with 
migration and with marketing. In Western Australia I visited the orchard country 
and the group settlement area (dairying) of the extreme south-west and the rapidly 
expanding new wheat area further east. In South Australia and Victoria I visited 
the fruit-growing irrigation settlements along the Murray River, and saw enough 
of the great Hume Weir being constructed near Albury, and of the locks and 
pumping stations lower down, to realise the magnitude of the project for utilising 
the Murray both for irrigation and navigation. In Victoria, I also visited the 
drought-stricken wheat area of the Mallee. country immediately south of the river 
and of the Wimmera. In New South Wales I divided my time between the sheep and 
wheat country of the Riverina and the fertile dairy country of the North Coast, wdiile 
in Queensland my visit was confined to the maize and dairying districts of the south
eastern corner of this immense State. 

Unlike South Africa, Australia has no racial problems to complicate her 
political issues. Such as they are, those issues are, in the main, economic or 
dominated by their economic aspect. Imperial relations afford no real subject for 
controversy, even if the Opposition in the Federal Parliament feels itself obliged to 
criticise perfunctorily whatever line Mr. Bruce may take in that sphere. The con
elusions of the last Imperial Conference are, perhaps, more clearly understood and 
more generally accepted in Australia in all their implications than in other 
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Dominions, like South Africa or the Irish Free State, where all the stress is laid on 
the rights and little on the responsibilities and duties of the Imperial relationship, 
or New Zealand, where the new conception of that relationship is very imperfectly 
realised and the old conception of loyalty to the Mother Country still holds the held. 

For the time being, too. the constitutional issue of Commonwealth versus State 
powers is in the background. For one thing, there is a growing realisation that the 
terms of the Constitution matter less than the spirit in which it is worked, and that 
there is a large field for co-operation both as between the Commonwealth and the 
States, and as between the States themselves, outside the provisions of the Common
wealth Act. The new arrangements for adjusting State and Federal borrowings, 
the co-ordination of settlement and development through the Development and 
Migration Commission, the inter-State agreements for the irrigation and general 
opening up of the Murray River Valley, are all typical of a new spirit which 
Mr. Bruce s statesmanship has clone much to foster. For another, there is, in some 
of the larger States like New South Wales at least, a feeling that the problem of 
building up some efficient instrument of local self-government within the State, and 
of getting away from the centralizing monopoly of great centres like Sydney, is 
possibly more urgent than the adjustment of relations between Sydney and Canberra. 
It is conceivable that the growth of a provincial system within the States may prove 
a necessary preliminary stage to any radical recasting of the Australian Constitution. 

The shifting both of Parliament and Of the Administration to Canberra is now 
an accomplished fact. Melbourne and Sydney are contemptuous of the new " bush 
capital," and there is a certain amount of criticism of the waste of money involved 
in the building of a new city in the middle of nowhere. But there is also a widespread 
feeling that it will be a good thing for Australia^ legislators to get away from the 
atmosphere and influences of a great urban and industrial centre like Melbourne and 
to live in surroundings which will remind them that Australia is primarily agricul
tural and is a great empty continent clamouring for development and population. 
With its beautiful natural situation, bracing climate, and well-planned lay-out, 
Canberra ought in a few years to become quite an attractive little city. 

The only serious issue of a primarily political character recently has been that 
created by the claim of extremist Labour leaders, like Mr. Lang in New South Wales, 
to subvert the whole system of free constitutional government in order to substitute 
the irresponsible autocracy of an extra-parliamentary caucus. Mr. Lang, more 
directly and cynically than any of his predecessors, took the view that he was in 
office to carry out the wishes of the Labour Caucus, and that any means were justifi
able to that end. His attempt to swamp the Upper House in order to secure its 
abolition was frustrated by the refusal of the Governor. Sir Dudley de Chair, to 
nominate any more members to the Legislative Council once Mr. Lang*s intention 
became obvious. The Governors attitude has been justified not only by the result 
of the recent New South Wales election, but by public opinion throughout Australia 
generally, and has strengthened the sentiment in favour of retaining an impartial 
Governor from outside. It is clear that face to face with Ministers prepared to go 
to any length in dealing with constitutional issues, and entirely indifferent to 
parliamentary government as such, the reserve powers of the Crown as trustee for 
the constitution and the public interest may, in certain contingencies, have to be 
exercised more frequently than in the last generation. Meanwhile, the defeat of the 
Lang Ministry has been welcomed by the other Labour Governments in Australia, 
which at this moment are in the hands of moderate and reasonable leaders, and the 
general tendency of the Labour Party in Australia would seem to be away from 
extremism. It is significant, however, that Mr. Bavin, the very capable new Premier 
of New South Wales, is committed to an early reconstruction of the Second Chamber 
which will give it afixed composition and make impossible its overriding or abolition 
by the executive of the day. 

The main economic issues are those created by Australian labour and tariff 
policy. The principle of the maintenance of a high standard of living by legislation, 
including tariff protection against competition by lower paid workers, is common 
to all schools of Australian political thought. Up to a certain point that principle 
has justified itself in Australian experience. The standard of comfort and well
being of the Australian industrial worker, at any rate of the unskilled worker, is 
higher than anywhere else in the world, and at the same time a very considerable 
range of industries, many of them on a large scale and very efficiently conducted, 
has been built up under the tariff. Basing himself on these facts, the Australian 
workman has come to believe that, regardless of the efficiency of his work, any 



standard of wages or hours that he would like to have can be secured for him by
legislation or by the arbitration court, and that the field of his employment can be 
indefinitely extended by further measures of protection. His belief is widely shared, 
or acquiesced in to avoid trouble, by manufacturers, judges of the Industrial 
Arbitration Court and politicians. But it ignores certain essential limiting factors 
of the whole situation. One is that the maintenance of a high standard of living 
and of advanced social conditions is only possible in the long run if it is accompanied 
by a high level of productive efficiency. In the last resort no community can consume 
more than it produces, or enjoy the good things of life without creating them. The 
other is that protection is not a panacea of universal application and unlimited 
efficacy, but an economic expedient which has to be adjusted to the special conditions 
of each community. There is an obvious justification for a reasonable and progres
sive encouragement of industrial development in Australia by a protective tariff. 
The mistake has lain not in the attempt to build up Australian manufacturing 
production, but in the indiscriminate eagerness to protect any and every conceivable 
industry simultaneously without considering the possibility of its efficient develop
ment in so limited a market, or the cumulative effect of a number of injudiciously 
applied duties on the working costs either of the industries which it would be worth 
while protecting or of the vital export industries of the country. 

It is this crude exaggeration and travesty of essentially justifiable principles 
which is causing the gravest concern to serious students of Australia s future. 
There is a growing realisation of the fact that Australian industrial standards are 
artificial and are only maintained out of the pocket and at the expense of the primary 
producer. Wool and wheat practically sustain the whole economic fabric. And 
they arc able to do so largely because Australian labour conditions do not apply to 
them. No minimum rates or maximum hours of work apnly to the farmer or his 
hired hands. Even the shearer, though highly organised ami well paid, is a piece
rate worker. Mining, where Australian trade union conditions apply in full force, 
has dwindled away in the most alarming fashion. The farmer fears that his own 
industry may go the same way. if not by the direct introduction of trade union 
conditions, by the steady increase in the cost of his working plant and of living 
generally, ft is this situation which not only has led. in the political field, to the 
growth of the Country Party as a revolt against the dominance of the great urban 
centres, but has in many quarters more recently been responsible for a great deal of 
hard thinking. In this respect, at least, there has. I think, been a considerable 
change since the Lord Privy Seal, on his return from Australia a year ago, circulated 
his searching and disquieting memorandum on the economic prospect in Australia 
(CP. 6 (27)'). 

Mr. Bruce and the majority of his colleagues are, I believe, fully aware of the 
dangers of the situation and anxious to remedy them as far as may be politically 
feasible. What he would like, on the fiscal side, would be a thorough-going revision 
of the tariff giving effective protection to a carefully selected list of industries, but 
abandoning the attempt to protect any and every industry great and small. How 
much he will be able to do in this direction in face of the vested interests already 
created and of the opposition of his "Minister of Customs. Mr. Pratten, is another 
question. The aspect of this question with which I think he is most likely to deal 
boldly is the Navigation Act. That measure not only hampers Australians export 
and import trade by preventing British ships from picking up coast-wise traffic, 
thus increasing their working costs, but also adds greatly to the cost of internal 
transportation as between the different Australian Slates, and is a serious obstacle 
to the development of the more isolated States, such as Western Australia and 
Tasmania. It is quite possible that. Mr. Bruce may make the drastic amandment, or 
even the abolition, of the Navigation Act a plank in his platform at the next election. 

The main field of political contention, however, will probably be the field of 
labour conditions generally, and more particularly the power of the arbitration 
courts, and in this case the contest will be waged in the State Parliaments and 
Administrations quite as much as in the Federal sphere. In both New South Wales 
and South Australia the new Nationalist-Country Party coalitions are resolved to 
make a determined effort to bring their railways and other Government services on 
to an economic basis, and in both these States, as well as at Canberra, there is a 
growing conviction that the whole, system of so-called judicial arbitration needs over
hauling. Australian experience, certainly, is not any encouragement for the 
introduction of compulsory arbitration into our industrial machinery. The system 
would appear to encourage strikes for the sake of getting decisions which are in 
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practice unenforceable when not palatable to the men. Judges consequently tend, 
in order to avoid failure, or the odium connected with decisions regarded as hostile 
by large sections of the community, to give something of what is asked irrespective 
of any real economic justification. This is apart from individual cases of judges with 
a violently partisan bias in favour of the extreme Labour contentions, such as 
Mr. Justice Piddington in New South Wales, who recently included compulsory 
membership of a trade union as a condition of one of his awards. When Mr. Bavin"s-
Govcrnment decided, against their predecessors, that the new child endowment 
scheme should be additional, not to the old basic wage assessed on the assumption 
that the worker should receive enough for the maintenance of a wife and two children, 
but to a new basic wage for a man and his wife only, the same impartial authority 
retorted by promptly fixing the new basic wage at the same rate as the old, which he 
had fixed himself only a few months before! This clement of irresponsibility, taking 
no account either of economic fads or of the wishes of Parliament, is accentuated by 
the overlapping jurisdiction of State and Federal judges, who lay down different 
wages and hours for the same industries, the men. of course, always insisting on the 
most favourable feature of each decision being enforced. 

On these various economic issues Australia seems to me to be ncaring a turning
point, if Mr. Bruce is prepared to make the attempt to tackle his problems boldly 
and is supported by the public at the next election. Australia may yet avoid the 
financial crisis which Lord Salisbury foresaw in his memorandum. Failing that, the 
reconsideration of Australia^ economic policy will come only after the hard 
experience of a severe set-back. But the set-back will only be temporary. The 
natural resources of Australia are too great and her people have, too much funda
mental common-sense not to profit by their mistakes. 

It would have been obviously undesirable for me to deal with these matters of 
domestic controversy directly in my public speeches. As in South Africa, I 
endeavoured to give a new setting to these issues by drawing the picture of what 
might be achieved, for Australia in particular, as well as for the rest of the Empire, 
by a policy of Imperial co-operation, more especially in the economic field. My aim 
was to awaken a wider conception of Australians development in the light of which 
problems, such as those of tariffs and migration, could be considered as part of a 
broad Imperial policy, and not merely from a narrow and purely local standpoint. 
There is no doubt that what we have already done through our existing preferences, 
of which I naturally made the most I could, and through the work of the Empire 
Marketing Board, the importance of which is keenly realised in Australia, has 
already exercised a considerable effect in widening Australians outlook, and nothing 
could be of greater help to Mr. Bruce in his efforts to bring about a modification of 
Australians fiscal and navigation policy than any further advance which we can 
ourselves make in the direction of Imperial Preference. 

A great part of my speeches was naturally taken up with the subject of 
migration. While all parties profess to be eager to see the population of Australia 
increased, the Australian working man is profoundly suspicious of all immigration 
as calculated to create unemployment, or, at any rate, to diminish the shortage of 
labour on which he relies to help the maintenance of an artificial wage standard, and 
his attitude influences the practical action not. only of the Labour Party but of every 
Australian Government except that of Western Australia. In part, this attitude 
arises from the impression, for which there was some justification in the past, that 
our only object in promoting migration is to get rid of our own unemployed and dump 
them, to sink or swim, in Australia. My main object, therefore, was to emphasise 
the fact that our policy was not one of transferring our unemployed, as such, to 
Australia but of co-operating with the Australian Governments to develop the 
resources of Australia for the mutual benefit of both countries. The successful settler 
was, I always argued, to be regarded not as a competitor in our labour market 
pushed out onto the Australian labour market, but, in so far as he created fresh 
wealth and spent the,product of that wealth on Australian and British goods, as an 
employer both of Australian and of British labour. I believe, from this point of view 
of removing misunderstanding and creating a better appreciation of the whole 
problem, both my public speeches and my private discussions with the various State 
Governments have proved useful. 

The most important business I had to transact while in Australia was, 
naturally, the further working out of the £34,000,000 loan agreement. Under this 
agreement we undertook to provide, between the 1st April. 1925, and the 1st April, 
1935, a total amount of £7,000.000, on the basis of a contribution of £150 towards 



every £750 raised by the several Australian States for certain defined classes of 
development and settlement schemes, provided during those ten years the State 
received and found work for 450,000 newcomers from Great Britain. Schemes so 
ijir put forward and approved amount to only a small portion of the total, about 
£7,000,000 altogether. But it is essential to remember that we are under a definite 
obligation to find the rest of our contributions over the next seven years, its long as 
Australia puts forward schemes which come within the terms of the agreement. My 
chief concern was to come to some understanding with Mr. Bruce and with the 
Development and Migration Commission which would insure, in the first place, 
that we should have some knowledge beforehand of the amounts we are likely to be 
called upon to pay during the next few years, and that the expenditure should, as 
far as possible, rise gradually to its maximum and then be evenly spread, and. in the 
second place, that the schemes should really be of such a character as to create 
additional immigration. There is a danger that, in some States at least, the literal 
terms of the agreement can be fulfilled by putting forward schemes which ought to 
be regarded as part of the normal development work of the State, relying on normal 
immigration to meet the requirements in this respect. On both these points we 
arrived at a complete and satisfactory understanding which 1 shall bring up in due 
course, and which will, I trust, commend itself to my colleagues. 

The essential thing to keep in mind about the agreement is that, while in 
detail it teems with difficulties and possibilities of misunderstanding, and can only 
be worked if both sides constantly keep in view the spirit as well as the letter of our 
undertakings, the interests of Great Britain and of the Commonwealth in it are 
substantially identical. We are partners in a great experiment, the object of which 
is to stimulate the Australian States to take a more active part in the development 
and peopling of their territories with a view to carrying Australia over the present 
stage id" slow growth to one where growth will lie rapid and spontaneous. 

Of business arising more directly out of the Imperial Conference, not the least 
important point was to make sure that any change in the system of communication 
which eliminated the Governor-General as the channel of communication should be 
accompanied by the initiation of a regular and automatic system of communicating 
information to the Governor-General so that, as contemplated by the Conference, he 
should he kept as fully informed as the King is at home. On this subject I had a 
very full discussion with Lord Stonehaven and Mr. Bruce, and we agreed upon 
arrangements which will insure the Governor-General being much more fully and 
regularly informed on all that passes, by whatever channel it may pass, than he ever 
has been before. Here, as in South Africa, 1 believe it has been possible to make 
use of the Imperial Conference resolutions in order to strengthen the position of the 
Governor-General, and I see no reason whatever to fear that either the dignity or 
the real influence of the office has in any way been impaired by recent developments. 

The question of a representative of the British Government in Australia was 
also discussed at length between us. Mr. Bruce's view was that, while anything 
ambitious or high sounding was out of place, a liaison officer on general questions of 
Imperial policy would be useful; more particularly, perhaps, if there were a change 
of Government in Australia. He was not inclined to press for an immediate appoint
ment, but suggested that we might reopen the matter of an actual appointment a 
little later, f did not gather that Lord Stonehaven entertained, as against a proposal 
on this scale, the objections which he had previously expressed in his letters to me to 
anything in the nature of a British High Commissioner. 

Arising out of the participation of an Australian warship in the work of the 
Fleet in China and more recently in tho operations in the Solomon Islands, Mr. Bruce 
discussed with me the position of a Dominion commanding officer under a 
British Connnander-in-Chief in such cases. He suggested that the general guiding 
principle should be that wherever the British Commander-in-Chief considered the 
need for action to be so obvious or so urgent as not to require reference to his 
Government, the commander of the Dominion force should follow suit, but that 
wherever the British Commander-in-Chief felt that political or other considerations 
were involved which necessitated reference home to his Government before taking 
action, then the Dominion Commander should also consult his Government. This 
seemed to me a reasonable and simple solution, and I asked Mr. Bruce to put it 
forward in an official despatch. 

As instructed by the Cabinet, 1 put before Mr. Bruce the inconvenience that the 
Chancellor of the Exchequer would be exposed to if, in a year of exceptional financial 
difficulty, lie was obliged to put into suspense account. £000.000 of Empire Marketing 



Board mono)' which would not be needed for at least another two years. Mr. Bruce, 
like General Hertzog, appreciated the force of my arguments, and expressed the 
view that, as long as the money was eventually available if required for the develop
ment of the work, he would not regard it as in any way a breach of our pledge if the 
present surplus were put back into the general pool of the year's finances. 

In ray discussions with State Ministers I took the view that nothing which had 
taken place at the Imperial Conference affected the relations of the States to the 
Dominions Office or the position and functions of State Governors, and this view was 
nowhere challenged. While the Queensland Government formally asked for my 
opinion on the question of local versus " imported *' Governors, I gathered that there 
was no real feeling in Queensland or anywhere else in Australia for a change of 
system, as long as the States enjoy their present constitutional powers. Recent 
developments have, in fact, as 1 have already mentioned, strengthened the sentiment 
in favour of the office being held by some one who is obviously outside all domestic, 
party controversies. 

In connexion with recommendations for honours, a point of considerable general 
importance was raised with me by Mr. Bavin. New South Wales some years ago 
passed a parliamentary resolution against honours. The vote seems to have been a 
snatch one. and the Government of the day shortly afterwards put forward recom
mendations in regard of it, but were told by the Colonial Office that a rescinding 
resolution would be required. Mr. Bavin put forward the view that after a lapse 
of years such as had taken place it was for the Government immediately responsible 
to decide whether an old resolution was to be regarded as still of any effect. He 
could no doubt, he declared, carry a rescinding resolution. But it would involve a 
tiresome and embarrassing debate, and the right constitutional method, in his 
opinion, was to act in accordance with what he believed to be the view of his 
Parliament, leaving the Opposition to challenge his action if they wished. His 
contention was strongly supported by Mr. Bruce and by Lord Stonehaven, and 
appeared to me not only constitutionally sound, but also eminently desirable as a 
precedent for other Australian States and for Dominions like Canada and South 
Africa, where the reintroduetion of honours would be made far more difficult, if not 
impossible, if it had to be preceded by formal resolution. It may be of interest to 
note that both General Hertzog and Mr. MacCormack. the Labour Premier of 
Queensland, expressed themselves in private conversation as in favour, at some 
suitable time, of the reintroduetion of non-hereditary honours as long as they were 
confined to public servants, men of science. &c, and were not given for party 
services. 

N E W ZEALAND. 

I landed at Auckland from Sydney on the 21st November and sailed from there 
for Vancouver on the 20th Decembeu. Apart from a weelcs holiday in the Southern 
Alps (in Australia I never even got a Sunday off), the rest of the time was given 
to visiting every centre or district of any importance in both islands, including a 
stay of four days at the capital, Wellington. I had several conferences with the 
Cabinet on Imperial relations and migration, as well as many useful talks with 
Mr. Coates, both at Wellington and at Auckland, where he came to meet me and 
see me off. As at Canberra, I addressed a secret session of Parliament—in this 
instance a regular sitting of the House of Commons,with the Upper House attending 
in the Gallery—on foreign and Imperial affairs. 

If Imperial sentiment is strong in Australia, in New Zealand it is a passion, 
almost a religion. Alone of the Dominions, New Zealand is much more interested in 
her Imperial, than in her national, status. The various concessions made to 
Dominion nationalism at the last Imperial Conference have created no enthusiasm 
in New Zealand, and she has rather ostentatiously decided not to follow the example 
of the other Dominions in such matters of form as the change in channels of 
communication. This " colonial " attitude, as it would be styled in other Dominions, 
probably diminishes to some extent the influence which New Zealand's example 
might exercise on other Dominions. The fine lead she has given over Singapore, the 
consistent support she gives to British foreign policy, the recent very substantial 
increase of preference in her tariff, would all, I think, count for more in the other 
Dominions if New Zealand could identify herself a little more with them by 
accepting their point of view on the nature of the new Imperial relationship. My 
chief aim, in public and private, in so far as I dealt with the problem, was to try 
to make it clear that the new relationship implied not a loosening of the bonds of 



Empire. Iml a more definite fixing of the responsibility for the maintenance of 
Imperial unity upon each member of the partnership. 

The economic problem in New Zealand is much simpler than in Australia. 
Labour legislation has followed very similar lines, ami compulsory arbitration is the 
rule of the day over the greater part of industry. But there are no huge urban 
aggregations, the small farmer is very much in the ascendant politically, and 
arbitration would seem to have been both more conservatively exercised and tatter 
obeyed than in Australia. The recourse to the tariff as a ready solution of every 
labour dispute is precluded both by the smallness of the home market, which narrowly 
limits the range of industries which can be protected, and by the attitude of the 
Government in keeping consistently to a moderate fiscal policy based on general 
considerations of New Zealand's economic position. The weak side of that position, 
indeed, is its excessive dependence on the export market, and more particularly on 
one market, that of Great Britain, which takes 77 per cent, of New Zealand's export 
trade. The loss of consuming power in Great Britain consequent on last year's 
industrial disturbances had a most serious effect on New Zealand, which was further 
complicated by a quarrel between the butter producers and the London dealers. The 
most effective remedy in the long run for this weakness would be to strengthen the 
New Zealand home market by an increase of population. The immediate effect, 
however, of the unemployment resulting from last years depression was to create in 
the mind of the New Zealand public something in the nature of a panic about 
immigration. In deference to this, practically all State-aided immigration has been 
suspended, although Ministers admitted to me that hardly any of the assisted 
immigrants were included among the unemployed. 

In discussing the matter with Ministers and in public. I did what I could to 
lay stress on the essential point that a migrant placed in productive work is a creator 
of employment and that it is only the unsuitable and unplaced migrant who can 
aggravate the local unemployment problem. But I did not attempt to press Ministers 
to reopen immigration at once, and chiefly confined myself to discussing the improve
ment of the general arrangements for migration, and more particularly for helping 
public school-boy settlers. My impression is that, with reviving prosperity, the 
present timidity on the subject will pass away, and that New Zealand will again 
absorb at least as many immigrants annually as in past years. 

As regards the political future, Mr. Coates's Government is. for the moment, 
passing through the period of disillusionment and indiscipline which usually attend 
unduly large majorities. The introduction of a Bill to modify the conditions under 
which a referendum is at present taken on prohibition at every general election ) 
revealed the fact that on several points many of Mr. Coales"s supporters, and even 
some of his colleagues, had pledged themselves to the prohibitionists in a sense 
contrary to his proposals. For the moment the situation has been eased by a dead
lock between the two Houses, the Council having restored the Bill to something like 
the shape in which the Prime Minister introduced it. The prohibitionists, who are 
very powerful, are threatening to take their revenge on Mr. Coates at the next 
election. But it is doubtful if they will do much. Mr. Coates, if no great speaker and 
rather lacking in experience, is generally liked and trusted, and there is no effective 
alternative. Mr. Holland, the leader of the Labour Party, is eloquent but not really 
effective, and Mr. Wilford, the leader of the National (formerly Liberal) Party, is 
oven more colourless. 

General. 
In South Africa I had a definite special task which took precedence of any 

other : to help, so far as it was possible for me to do so without laying myself open 
to the charge of interfering in domestic politics, to create an atmosphere favourable 
to a settlement of the flag controversy, and to prevent the good work of the Imperial 
Conference from being undone by a' bitter racial quarrel. In Australia and New 
Zealand my objects, apart from following up points arising from the Imperial 
Conference', and transacting certain matters of current business with the various 
Governments, were of a general character. They were, to learn what I could about 
economic and political conditions, and to strengthen the personal touch between the 
British Government, and not only the Governments, but also the public, in these 
Dominions. From these points of view I am well satisfied with the results of 
my experiment. At an Imperial Conference we get to know something of the 
personality of two or three Ministers of each Dominion: the Dominions, outside 



those Ministers, learn nothing at first-hand about ourselves. On the present tour 
1 have been able, not only to study at first-hand the economic situation and the 
prospects of development, from the point of view of trade and migration, but also to 
make the personal acquaintance of almost every Minister, and of a very large number 
of Members of ten Parliaments, as well as of leading men in every part of the 
Dominions which I have so far visited. On the other hand, in the course of at least 
100 speeches in each Dominion, many of them broadcast, I nave been able to present, 
the British point of view on Imperial problems, and, incidentally, some account of 
the way in which we are grappling with our difficulties at home, and so have done 
something to give the personal touch to what otherwise reaches their public only 
through the medium of summarised press messages, sometimes distorted, still more 
often rendered uninteresting or unintelligible by extreme compression. To some 
extent these defects will, no doubt, be remedied by cheaper cable or wireless services, 
and by Empire-wide broadcasting. But my experience has convinced me that what I 
have been doing during these last few months cannot be regarded as an exceptional 
experiment, but that it will, in future, be an essential part of the duties of any 
Secretary of State for Dominion Affairs to visit the various Dominions while in 
office in order to maintain personal touch between the Governments and peoples of 
the Empire in the interval between Imperial Conferences. 

L. S. A. 
December 1927. 
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C A B I N E T . 

IRISH LOYALISTS. 

iie^orandum by the Lord Privy Seal. 

It is evident thore i3 about to be a debate in both 

Houses of Parliament as to the action which is to be taken upon 

the Irish Loyalists claims. It has therefore been my duty 

to consider carefully the attitude we ought to adoot. 

It will be remembered that in December tnough the Cabinet 

wore willing under the scale that was applied to the German Air 

Raid victims to raise the tota.1 figure from £400,000 which they 

had originally fixed to some £650,000, they vrere not oropared 

tc award the £900,000 to which the recommendations of the Wood 

Renton Commission, working upon the Report of Lord Dunedin's 
-

Committee, amounted. 

It i3 of course true that the Wood Ronton Commission were 

told cf the liait of £400,000, "but they conceived themselves 

as a judicial body whose plain business was to carry out the 
-

terms of thoir reference, subject only to the interpretation 

of the British Government'3 obligations according to the Report 

of Lord Dunedin's Committee which admittedly went beyond the 

actual terms of tho old Irish Criminal Injuries Code. What 

might happen to their recommendations afterwards was no affair 

of theirs, They would have considered it a grave dereliction 

of duty to deflect their judgment of what was right by 

considerations of the total involved. But after a long 

conversation with Sir A. wood Renton I am satisfied that his 

Commission were most careful in their reading cf the terms of 



reforenco and that in seme respects thoy set very narrow 

limits to the cla-o of claims they would admit. 

The question for the Cabinet is, ought tho decision of 

December zo be reconsidered? 

Notwithstanding tho original limit imposed by the Cabinet, 

as my colleagues are aware, when we considered the question in 

December, I did not think that it W A S defensible to gc behind 

tho effect of Dunedin's interpretation as between tho British 

Government and the victims whom in 1£21 they considered themselves 

by the necessities of the case obliged to abandon. Even the 

appearance of striking a hard bargain 3eemod to me to be 

repellent, and when it was remembered that the carefully

siftod claims of the victims had behind then the authority of 

a British Judge and of an impartial Committee I thought it to 

be impossible. 

Here is an example which a correspondent has sent to me. 

In this case £1,900 was recommended by the Grants Committee but 

under the Government scale only £395 has been awarded. As 

£500 had already been advanced and more than the balance of £ 3 9 5 

is outstanding by way of loan repayable to the Government, this 

claimant will get nothing mere. let this was the case of a 

man who in the troubles had boon one of the sourses cf 

information to the military against the rebels. This fact had 

become revealed by an indiscretion, and partly for this reason 

and partly as a reprisal for the killing of a Catholic Priest 

by tho "Black raid Tans", the claimant1 s death had been decreed and 

he fled to England and has had to begin his life all over again. 

Koro is another. This man was a Land Agent. Ko was 

Controller of Recruiting during the war and had other quasi

military work of watching tho coast on a large scale entrusted 

to him. In furtherance of this uork ho paid £1,000 out of his 

own pocket. Hie wife ran a canteen: his daughters helped at 

the Hospital: his son was killed in action. In 1?23 he hard 

his wife were torn from their beds by armed rebel3 and tho house 

was looted and burnt. Ke lost an income of £5,000 a year 



besides other considerable expenses and his v;ifo's health was 
affected. For this loyalist the. Claims Committee recommended 
compensation^ of £8,050, no more than that, but under the scale he is 
only to receive £2,740. 

Such claims, if accurately stated, are overwhelming. My conviction 
moreover', that the decision of December must not be treated as 
final is greatly strengthened by finding that though the figure of 
the recommendations of the Grants Committee was not at the time of 
hearing communicated to the claimants, yet in some cases where his 
distress warranted it the fact that the claimant was successful was 
told to him and upon the strength of this he was able to raise 
money, tho security for which is destroyed by the decision of the 
Government. But the case for reconsideration i£r ̂ stronger even 
than all this. As I have 3aid, the Dunedin interpretation of our 
obligations was-avowedly broader than the actual terms of the old 
Irish Code. In Docomber it was pointed out in tho Cabinet that our 
pledge was primarily to be found in a passage in the communication 
made by nr. Churchill on behalf of the oritish Government to the 
Provisional Government of Ireland on July 26th lp22 :

" -virile however the responsibility for meeting these claims 
"to compensation must rest upon the Irish Government his 
"majesty1s government cannot divest themselves of a duty 
"to see that such claims are met equitably and as promptly 
"as inevitable difficulties allow"i 

though as a matter of fact this was reinforced by the Dulre cf 
Devonshire speaking on behalf of ^r. iionar Law's Government on 
December 4th 1922:-

We have an equal responsibility, reference to which has 
"been made in the course of those debates, in relation to 
"compensation, land purchase, and the position of servants 
"of the Crown. It is for us who have accepted that 
"responsibility to see that full and ample justice is 
"rendered in all cases". 



3ut upon JLr. Churchill'a statement that I have quoted it was 
argued in the Cabinet that we are only bound to give 
compensation for injuries according to the terns of the old 
Irish law and not according to the Dune-din broader 
interpretation. As to this last it was said that the 
Government are entitled to exercise a discretion and to scale 
down tho recommendations of the Wood Renton Committoe on the 
analogy of the awards to the German Air Raid victims. 

In the first place the analogy seems to me to be 
defective. There was no promise of any kind, susceptible 
either of broader or narrower interpretation, to the Air Raid 
victims; there was no bitterness of public obloquy; there was 
no expatriation from their homes, and no necessity to restart 
their lives over again. But in the second place, admitting 
for a moment that we are not bound by the Dunedin broader 
interpretation, I would point out what was not brought before 
the Cabinet in December but what subsequent consideration has 
made abundantly plain, namely, that upon the rabst literal 
reading of the old Irish compensation law the scale of reduction 
upon which the Cabinet resolved constitutes a direct breach of 
the pledge of 19PM. This scale of course takes no account 
and could take no account - of the circumstances of each case, 
except only the total amount of each recommendation. I 
interpolate that in all respects this is very hasty, as from 
the amount of the award no conclusion can be drawn as to the 
hardship suffered by the victim, and I mark this as being 
unjust and as boing by itselx' a signal blemish in the decision 
of December, out the vital point is that the scaling down 
applies just as much to the compensation for the injuries 
which were cognisable by the old Irish law as by tha broader 
interpretation of our obligations accepted by the Dunedin 



RGport, and to do justice in the former we are 
absolutely bound. Hero are one or two 'jlluetrationa 
furnished by the Dominion Office. 

Lirs,Woods, This claimant^ father and brother were 
dragged from her house, made to dig their graves and then 
murdered. Under the old Criminal Injuries Act very 
substantial compensation.-would have been awardedD The 
Free State refused compensation, but in respect of them 
the Wood Renton Committee recommended a sum of £4000. 
Under our scale she will only get £1525. 

Mr.C. 'Ji,Clark . The claimant's house was destroyed 
on the 2S111 March 1023, It is estimated that the awards 
under the Criminal and Lialicious Injuries Act would have 
boen in the neighbourhood cf £20,000. Under the Damage 
to Property Compensation Act 1923 of the Free State, a3 
the applicant was not prepared, having regard to the 
circumstances in which he was obliged to leave Ireland, 
to rebuild he was only awarded by the Irish authorities 
£3000. The Wood Renton Committee made a recommendation 
of £5700, Under the scale he will only get £2655. 

!.lvs - E,. Hamilton Brown. Tho Bank in which her jewell 
was stored was raided, Under the old Act she would have 
been entitled to compensation. Under the Free State 
Act she was awarded nothing. The Wood Renton Committee 
recommended £500. Under our award she will only get 

These cases could be multiplied. In fact, although 
of course the larger number of compensation cases come 
under the broader Dunedin interpretation, yot many of the 
cases which come within the meaning of the old Irish 
Act are subject to our reduction because they involve 
sums which are large in amount. The scaling down of 



compensation for iiijuries cognisable by the old Irish 
law I suggest is a fatal objection. 

I submit to the Cabinet that in these circumstances 
the decision of ia.;t December must be reconsidered. And 
I submit it upon four grounds 

(i) that v;e cannot be less loyal to those who 
stood by us than a iSritish Judge and an 
impart i al Commi a 3ion: 

(ii) that in certain caeea the successful 
applicants were enabled to raise money 
upon thoir prospective awards which are 
now to b'3 no awards: 

(iii) that from the amount recommended no valid 
conclusion can be drawn that because it is 
large the cs.se is one of loss hardship; and 
lastly, 

(iv) that o h o scale of reduction applies to 
numbers of cases of compensation for 
injuries cognisable by the old Irish law, 
in regard to which we are absolutely bound 
by the pledge of 1 9 2 2 . 

S. 

February 10 th, IS 
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CABINET. 

ROAD COITVEYAMCE OF PASSENGERS AND GOODS BY RAIIA7AY CQ7TANIES. 
IffiMORANDUM BY 1'INISTER OF TRANSPORT. 

In accordance with the decision arrived at by 
the Cabinet on 9th November last (Cabinet Conclusions 5^(27)), 

I intimated to the representatives of the Railway Companies 
on the 10th November last that the Government intended to 
give general support to the Second Reading of these Bills 
but that I should indicate to t h e Select Committee on the 
Bills what amendments seemed, prima facie, desirable, and 
that it would be necessary for the Government subsequently 
to consider whether the form in which the Bills emerged 
from the Committee was one that could be accepted. 

2. Since then the Bills have been introduced by the 
Companies substantially in the form referred to in my 
previous Memorandum (c.P.26l (27). ) , and opposition, not 
only from rival transport undertakings, but also from local 
authorities and traders, has manifested itself on the lines 
which I indicated in that Memorandum as being probable. As 
the President of the Board of Trade has already stated, 
the personal views of the leaders of organised industries 
appear to be more favourable to the Bills than the resolutions 
which such bodies have recently passed would suggest, and at 
this sta^e petitioners naturally press all their points with 
a view to strengthening their handB in negotiating for 
"safeguards". At the same time, the opposition is more 
widespread than might have been anticipated, and in 
oonnection with it there are two points in particular 
on which I desire to consult my colleagues. 

3 . In the first place, it has been suggested, as I 



e x p 9 c t e d , "by Important opponents of the proposals of the 
Railway Compani9 s that these proposals should not be conceded 
in principle until some sort of inquiry has taken place. The 
Federation of British Industries, for example, have decided, 
failing success in their negotiations with the Companies, 
to approach the Government with a request for a full inquiry 
before the Bills receive a Second Beading. The Cabinet has 
already decided that there is no reason to await the results 
of any further inquiry before the Railway Companies are granted 
a substantial extension of their existing powers to run road 
services, and while I think that this decision should be 
adhered to, I am disposed at the same time to think that it 
might be an advantage if I were in a position to say that 
the Government were not in principle averse from an inquiry 
into the question of usint all the various means of transport 
in such a way as would be to the greatest public advantage, 
and that they would be prepared to consider the desirability 
of instituting such an inquiry at some later stage, if there 
were general agreement as to its utility and scope. There 
is, of course, a risk that even a tentative intimation of this 
kind would be seized upon and pressed in certain quarters 
as a reason for deferring the Railv.'ay Bills, and any definite 
pronouncement would, I think, inevitably have that effect. 
I, therefore, suggest that any statement should be very 
general in its terms, and to the 9 f f e c t t'sat the Government 
had not closed its mind to the idea of an Inquiry into the 
possibility of better co-ordination of the means of transport 
generally, but I should state plainly that the desirability 
of non-desirability of such an Inquiry was no reason whatever 
against the present bill. 

- 4. The seoond point is the possible risk that if the 
Bills are laft to a free vote of the House they might be 
thrown out on Second Reading, notwithstanding the general 



support which I have been authorised to give on behalf 

of the Governments In these circumstances it appears to 
be for consideration whether the Government Y/hips should 

not be put on as tellers when the divisions on the Second 

Readings of these Bills take place, so as to ensure that 

they are referred for full investigation to a Select Committee 

(preferably a Joint Committee of both Refuses). 
5. Negotiations are known to be proceeding between 

the Railway Companies and the Traders1 organisations as 
to "safeguards" which might by agreement be embodied in 
the Bills. In my previous memoranda I have suggested the 
points which it may be desirable to raise on behalf of 
the Government. With these it is unnecessary for ma to 

trouble the Cabinet further, but some of them are not free 
from difficulty and in view of the special interests of 
traders I should be glad if authority could be given to 
the President of the Board of T?ade and myself to settle 
the precise lines of any statement or report to be made 
in regard to the obligations or restrictions which should 
be attached in the Government's view to any powers granted 
to the Railway Companies. 

(intld.) W,A, 

1 0 . 2 . 2 8 . 
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SECRET. Copy No. 30 

CP. 40 (28). 

CABINET. 

IRISH LOYALISTS. 

THE Chancellor of the Exchequer is of opinion that the Cabinet, in considering 
the Memorandum (CP. 38 (28)) by the Lord Privy Seal on Irish Loyalists, should 
have before them the terms of the communication addressed by the Secretary of 
State for Dominion Affairs on the 17th September, 1926, to Sir Alexander Wood 
Renton. The relevant passage is therefore circulated herewith. 

Treasury Chambers, S.IF. 
February 11, 1928. 

Extract from Letter of September 17, 1926, from Mr. Amery to 
Sir Alexander Wood Renton. 

You will see from the Committee's Report that their view is that, in dealing 
with this post-Truce problem, the Government should abandon (without altogether 
losing sight of) the legal standard by reference to which the Compensation (Ireland) 
Commission worked, and should have primary regard to the degree of hardship 
involved in each individual case, whether or not such hardship would formerly have 
entitled the sufferer to compensation. The Government, however, have no means of 
knowing, until the work of the Committee is completed or nearly completed, what is 
the extent of the hardship with which the)' will have to deal, and they have not 
felt justified in committing the British taxpayer to an indefinite liability. They 
propose, therefore, that the function of the Committee should be (as, indeed, the 
Dunedin Report recommends) not to make awards, as the Compensation Commission 
in effect did, but to advise the Government; and the Government by no means bind 
themselves to act on that advice. We shall have in our minds a limit of expenditure, 
beyond which we are not prepared to go; and if the total of the Committee's recom
mendations (which, of course, will not be published, at any rate at the time they are 
made) exceeds this amount, the Government will find it necessary to adjust the 
payments made in each individual case accordingly. 

This will involve that no pajmient will be made until the Committee has so far 
completed its task as to enable a fairly close estimate to be made of their total 
recommendations; but it would, of course, be open to the Committee to recommend 
in individual cases, where the need is urgent, that an advance should be made to the 
sufferer. 

For your own private information I may say that the Cabinet has decided that 
£400,000' is the absolute maximum which can be provided to meet the recommenda
tions of the Committee, and it hopes that thisfigure may not be reached. In the first 
instance we propose to ask Parliament to vote £150,000 during the current financial 
year. 

[17207] 
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C P . 41 (26 ). 
C A B I N E T . 

THE I E P J  E I I A L T I R E L E S S A N D C A B L E C O N F E R E N C E . 

l-lemorandum by the Secretary of State for Scotland. 
(Chairman of the Conference). 

1. The Imperial wireless and Cable Conference has 
held a number of meetings, most of v/hich have been occupied 
in hearing evidence from the Eastern Telegraph Company 
and from the Earconi Company and its subsidiaries in the 
Dominions. I do not think it necessary to recapitulate 
the complicated problem which is before the Conference, 
which is presented in detail in the second report cf the 
Cabinet Committee which led tc the summoning of the 
Conference (Cabinet Paper 316 (2?)). But an important 
point has now arisen upon which a Cabinet decision is 
required. 

2. The Eastern Company and the Earconi Company have 
for acme weeks been engaged in negotiation with a view 
to an amalgamation. These negotiations are still proceeding 
and neither party can say whether they will end in an 
agreement. But in the meantime both parties have 
submitted to the Conference aproposal for the constitution 
of a single amalgamated company which will take over and 
administer, either itself or through subsidiary companies 
in the Dominions, the whole of the cable and wireless 
services of the Empire. These would include, besides the 



c a b l e and wireless services which the Companies a t present 

work, the oeam services now worked by the Post Office, 

which the Companies are anxious to secure, and the Pacific 

and Imperial Cables which the; do n o t want but realise they 

wou ld probably have to purchase. The Companies recognise 

that the public Would not tolerate a monopoly of this k i n d 

without some safeguard a3 to rates, and they would submit 

to some form of external control of rates, possibly with 

the Railway and Canal Commission as final arbiters. 

5 . It has become clear in the course of discussion 

that the Dominion representatives are generally averse to 

amalgamation in any form but are unwilling to apply to their 

Governments for definite instructions on policy until they 

can say whether the Imperial government will or will not 

consent to transfer the oeam services to a private undertaken 

and this i s the point on which a dr^cisicn is needed before 

we can ^et any further. 

4. In favour of such a transfer it may be claimed that 

it would be an alluring bait which would probably go a 

long way towards bringing the two Companies together; 

they would he secure a:"ai:i3t any effective competition, 

either by cable or wireless, ana the Beam services would 

provide them with profits which would make the amalgamation 

mere attractive to share-holders. Considerable economies 

could be made by the closure of competitive offices and 

the unification of staffs, and the problem of the relation 

betwoen cable and wireless rates could be solved by the 

amalgamated company on whatever lines it found moat 

convenient. 

o 



5 . On tiie other hand 
(1) The public and the press would certainly view with 

sericus nisgjving the conatiturion of a gigantic trust 
controlling Imperial communications and the elimination 
of any competition, and they would probably suspect, 
(which is indeed a fact), that any form of external control 
of rates is likely to be tedious and in the long run 
ineffective. Although most of the cable and wireless 
licences for many years have included a control of rates 
clause, providing for reference in case of dispute to the 
Railway and Canal Commission, it has never been invoked, 
not because rates have been sufficiently low, but because 
the powers were thought to be in practice useless, 

(S) iivon if a system of rats control acceptable to 
the Dominions and the Company could be devised, it would 
not of course have the advantages of competition in 
stimulating speed and efficiency, the development of new 
services, etc. The policy cf the .:arccni Company has 
been tc maintain rates at the highest possible level 
consistent with attracting a sufficient volume of traffic, 
and when relieved ,of cable competition the same policy 
could be pursued without the check which competition 
has given. 

(S) The £,eam services, unlike most other wireless 
services, are extremely lucrative, and the Post Office 
are at present making about £150,000 a year nett profit 
which accrues to the Exchequer. 



Chancellor of the Duchy by the Cabinet are concerned your 
Committee do not suggest any modification, but they think 
that in certain particulars those instructions may usefully 
be further developed, $hey suggest that at the present 
juncture there is an opportunity for our representative 
to take the initiative and that this would be of 
advantage. In the first place they consider that the 
promotion of agreements on Locarno lines where they are 
appropriate might be boldly advocated. It is true that 
the-particular position which is to be found on the Rhine 
of two conflicting interests bet-ween which a third Power, 
notwithstanding its previous commitments3 holds the balance 
against agression on either side, is not precisely repro
duced elsewhere. But the principle of an agreement between 
several powers, guaranteeing any one of their number against 
being the victim of agroseion by any other, can be applied 
regionally elsewhere - as of course it obtains in a limited 
degree between the members generally of the League of 
Hations itself. The Committee have asked the Foreign Office 
to prepare a paper for the use of our representative giving 
in detail the several regions in Europe where opportunities 
on these lines seem possible. It is of course not suggested 
that these will in all cases be suitable for public debate, 
or indeed that any of them will bear discussion without a 
certain reserve, but it is hoped that this information will 
givo our representative material for Great Britain to take 
the lead on this subject. 

In addition to this tho Committee think that the Finnish 
proposal sliould be pushed forward without hesitation, and 
this whether it is received with enthusiasm by other Powers 
or not. The Cabinet will remember that in the recommendation 
on this head in their previous report the Committee weighted 
their recommendation of the proposal with tho oondition 
that it was not to be pressed except as 



6 * There is good reason to believe that one of the 
prinoipal aims cf tho Marconi-Eastern policy is to 
eosurs tho 3eam stations through which telephone services 
within the Empire will ultimately be conducted. It 
is probably that telephone services will be at least as 
profitable and perhaps more so than the telegraph 
services, and from a practical point of view it is highl/ 
desirable that they should bo worked by the Post Office 
whioh controls the inland system. While the physical 
transfer of a telegram frcm cne administration to 
another en route presents little difficulty, it would he 
extremely difficult to work a telephone system with, the 
control at this end divided between two organisations,. 
The routine administration must necessarily be centered 
at the Trunk Exchange in London and the corresponding 
Exchange in each Dominion: they alone ccu?ld determine 
such questions as "whether speech "was practicable or 
when the service should be closed, and they alone form 
the link between the wireless and the local telephone 
system. The intervention of a company having the major 
financial interest would he a constant source cf 
friction. 



7. I nuy edd that the Dominion representatives u 0 
while generally averse to amalgamation in any form, are 
especially insistent upon the necessity of retaining the 
independent companies within each Dominion. The actual 
relations "between the proposed amalgamation and its 
subsidiary companies have not yet been formulated, bat the 
intention probably is to retain companies which are 
nominally independent but of which the shares will be 
held and the policy controlled by the parent company in 
London. 

8. I have told the Oonforence that the transfer of 

the Government Beam stations to an amalgamated Company 

would be a complete reversal of the policy which for the 

last four years has held the field, and raises issues 

which I thought would make the Government hesitate to 

acquiesce in it, but that I would obtain a decision as 

soon as possible on the subject. 
) 

9. If the Government services are not handed over, 
it may be that the proposed amalgamation will fall to the 
ground. In that event, the next step would probably be 
to negotiate some arrangement for an agreed tariff, or for 
seme form of joint purse, either of which could be combined 
with a sliding scale providing for a reduction of rates as 
traffic grew. Provided the Eastern Company caa he 
assured of sufficient traffic to yield them a reasonable 
return, I feel convinced they would be most reluctant to 
liquidate a system which has taken 50 years to build up. 

10. If on the other hand the amalgamation proceeded 
without including the Government services, the task of 
negotiating a concordat with the amalgamated company might 
be rtthor etsier. j\s this alternative may come before 
the Conference at any time, I should be glad to know whether 
the Cabinet would object, on grounds of principle, to an 
amalgamation of the Eastern and/ 



 aMarconi Companiesj assuming  suitable arrangement for working 

ad betreen tho Government services and those of the amalga.fi ted 
Company could be arrived at. The Government have an 

effective veto upon amalgamation, if they choose to exercise 

it, by refusing assent to the assignment of the licences held 
by the separate companies. Hut if they did 30 , we should, 
of course, be saddled with a greater responsibility for finding 

an acceptable basis of negotiation with the Eastern Company, 
and the position of the Company in any such negotiation would 

probably be rather stronger. An amalgamation would not, 
I gather, be welcomed by the Dominions, but if the British 
Government were prepared to accept it in principle, the 
Dominions TT? uld probably find it extremely difficult to p res3 

their objections unless they are prepared with some alternative 
solution. It would, of cottr-se, be necessary to Insist that 

the amalgamated company would submit to an obligation to 
maintain the cable system, both on the trunk routes and to 
the less important places which have no alternative means of 

of matters 
communication, and there would be a number/ such as.-'safeguards 
to ensure British ownership; which would be the subject of 
discussion with the company. 

11. Summary. An answer Is desired accordingly to the 
two following questions -

Is the Cabinet prepared to agree in principle to: 
(a) Handing over all Imperial communications - cable, 

beam wireless and beam telephone (when the latter 
arrives) to be worked by 
(1) An amalgamated i.larooni/Eastern Company,, 

subject to appeal as to rates to some Tribunal, 
the Governments having no holding in such 
Company, 

(2) A Company in which H,.l. Government and the 
Dominions have a controlling financial 
Interest, tho balance of capital being found 
by an Amalgamated Marconi/Esc tern Company'; 

If not 

(b) The amalgamation of the Marooni and Eastern 
Companies to work the Imperial and Foreign services 
at present conducted by them with a concordat 
between such Company and the Government as to the 

http://amalga.fi


working of their services and the Government services? 

(Signed) JOE:! GIL1I0UE. 

2, Vhitehall Gardens, S . 1  . 
February loth. 1928. 
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IRISH PHE3 3TAT2 - COHBEflSATIOU CLAIMS 
UNDER Art TIC LE 10 pa THE ARTICLES"0P AGREELLIIT 0? 1921. 

Z*Sem or and-un by the Seore tar7 0 f S tato f o r Doainio a Affairs. 

In oontinuation of C P . 307 (27) and veLth reference 
to the Cabinet decision of the 7th December (Cabinet 60 (27) 
Conclusion 4) I circulate copies of a despatch and semi
official letter sent to the Pree State with the Prime 
Minister's approval on the 20th of January, together with 
copies of a despatch and semi-official letter dated the 
9th February which have now been received in reply. 

It will be seen that the iree State have agreed to 
pay the taxed costs as between psrty and party incurred 
by or on behalf of tho plaintiffs in the case ox the two 
transferred civil servants (Messrs. Wigg and Cochrane) 
which oame before the Judicial Committee. This proposal 
to pay party and party costs follows the practice adopted 
here in somewhat similar cases, i.e., those arising out of 
the Sutton Judgment. 

It will be noted also (paragraph 4 of tho despatch) 
that the Pree State contemplate that an agreement should be 
made between the two Governments in this matter. They have 
promised to forward a draft of their proposals, and also 
of their proposed Bill and we need not, I think, go further 
into this pcint until their drafts are received. 

The ouestion on which an immediate decision ie 
necessary is that of an announoement. The Pree atate urge, 
and the Treasury who have been consulted agree with me 
that an immodiate announcement outlining the general 
policy is essential. The terms of the proposed announcement 



as set out in the 1'ree State despatch have been 
carefully examined and I think we may safely accept 
the general tenor of the announcement as satisfactory, 

As the semi-official letter of the 9th of Februar 
points out, the proposed announcement does not refer 
10 the attitude of the Government here, but it will be 
seen from that letter that if pressed on the matter 
the Free ST,ate Minister of Finrnce proposes to say tha 
the Government here, subject to agreement in the detal 
of the proposed legislation, have Intimated that they 
"ould be prepared to gi*'e their concurrence and co
operation in the general policy outlined. 

It is, I think, desire-hie that we should 
.iake an nnnouncement here of our attitude if not 
necessarily simultaneoucly at any rate very shortly 
after the Free State announcement  )e

I would propose therefore, if my colleagues 
agree, to send a reply to the Free State despatch, 
if possible on Wednesday, the 15th February, 
indicating that we agree generally In tho terms of 
the proposed announcement, that we think It desirable 
also to make an announcement oiu* selves, and that it 
is contemplated, therefore, on the assumption that an 
announcement will he made in the Free State on 
Thursday, the 16th or preferably Friday, the 17th, 
to announce In Parliam- nt here on Monday, the 20th, 
that Ills Majesty^ Government in Groat Erltain were 
informed in advance of the announcement which His 



-Hi 

L'ajesty's Government In the Irish Free State proposed 
to make of t..e policy to be adopted in this natter: 
that they indicated that they accept the view that 
it would not be equitable that the transferred civil 
servants sho\ild receive more favourable treatment in 
the matters in question than if they had remained in the 
civil service of this country, and that they will be 
prepared, subject to agreement as to details of the 
legislation contemplated, to give their concurrence and 
co-operation in the proposed policy outlined by Kis 
Majesty's Government In the Irish Free State. 

Dominions Office, S,,W.-1C L . S  . A 0 
February 15th, 1928. 

APPENDICES. 

(I) Despatch to Irish Free State government 20th 
January. 

(2) Letter to %*, Murphy Irish Free State 
. Department of External Affairs 20th January. 

(3) Despatch from Irish Free State Government 
9th February. 

(4) Letter from J£r\. Murphy 9th February. 



D.O./Q .235/28, 

Downing Street, 

IRISH FREE STATE. 20 January. 1928, 

NOc24, 

Sir, 

I have the honour to state that your despatches 
No.291 of the 9th November and No.539 of the 23rd 
December on the subject of the payment of compensation 
to Civil Servants under Article 10 of the Articles of 
Agreement of the 6th December, 1921, have been under the 
consideration of His Majesty^ Government in Great 
Britain. 

2  The questions involved have required careful U

examination but I am new able to state that His -Majesty:s 
Government In Great Britain accept the view that It would 
not be equitable that the transferred Civil Servants 
shoxild receive more favourable treatment In the matters 
In question than if they had remained In the civil service 
of this country, and after fully reviewing all the 
circumstances they will accordingly be prepared, subject to 
information in greater detail as to the linos of the 
legislation which His Majesty:s Government in the Irish 
Free State have in contemplation, to give their 
conexur-rence and co-operation in the general policy outlined 
in your despatch of 9th November. 

3. One important- point which will need decision 

relates to the question of the reimbursement of the 

The Minister for External Affairs, 
IRISH FREE STATE, 



expenditure incurred by cr en behalf of the persons 
concerned as plaintiffs in the case of Wlgg and 
Cochrane vcreus 'the Attorney-General of the Irish 
Free State. His Majesty's Government in Great 
Britain would wish to commc d this question to the 
sympathetic consideration of His Majesty*s Government 
in the Irish Free State. 

4 , A further point which requires consideration 
is that of the moet appropriate time for a public 
announcement. His Majesty1?. Government in Great 
Britain fully realise the desirability of such an 
announcement at the earliest practicable date, but 
they feel that misunderstandings are likely to arise 
if a public statement is made before the question cf 
the action to be taken has been examined in further 
detail and agreed. 

I have the honour to be, 
Sir, 

Your most obedient humble servant

(for the Secretary of State) 

(Signed) LOVAT, 



.0./D.285/28, 

Downing Street, 

20 January, 1928, 

Dear Kr, MurphyA 

V.'Ith reference to our official despatch No,2d of today*s 
date regarding the question of the Irish Treaty Pensioners, 
you will notice that, in effect, it asks that we should see in 
draft, at the earliest possible opportunity, the form of 
legislation proposed by the Free State, and I hope -that it will be 
possible to arrange this. It would be convenient, If 
practicable, that the draft Eill should be sent to us privately 
in advance of any official communication on the subject. 

Perhaps I might take this opportunity to enclose copies 
of the stenographic, report of the Deputation which, as you will 
have heard, Lord Lovat received on the 29th November from the 
Irish Treaty Pensioners Association. v.'e shall no doubt be again 
approached before long by the Association, and shall have to 
devise a form of Interim reply, We are assuming, of course, 
that any statement of policy will be agreed between the two 
Governments, and any such statement should, we think, Include 

1the decisions reached as to the question of plaintiffs  c o s t s 

referred to In paragraph 4 of our despatGh. v7e attach importance 
to this point as I do not think that our Ministers c o u l d support 
the taking of action by the Free State which would deprive the 
plantiffs of the r e s u l t s of their l e g a l proceedings unless the 
Free State were at the same t ime t o reimburse them the 
expenditure which they have incurred, 

Yourr. very truly, 
(Signed) F.H. BATTERBEE. 



ROIiili GROTHAI OOIGRIOHE SAORSTAT EIREAHH, 

Dv54ol. " DEPARTviEiaT CF EXTERUAL AFFAIRS, 

SECRET. IiilSH FREE STATE, 

9th February, 1^28. 

Sir, 
I have the honour to refer to your 

Despatch ;;c. 24 of the 20th ultimo on tho subject cf 
the arrangements for implementing Article 10 of the 
Treaty of the 6th December, 1921. 

2. His Majesty's Government in the Irish Free 
State note that His Majesty's Government in Great 
Britain accept the view that it would net bo 
equitable that transferred Civil Servants should 
receive mcro favourable treatment in the matters In 
question than if they had remained in the British 
Civil Service, and that, subject to information in 
greater detail as to the lines of the legislation 
which His majesty^ Government in the Irish Free State 
have in contemplation, His --ajesty's ucvernment in 
Great Britain are prepared to give their concurrence 
and co-operation in the general policy outlined in 
my Despatch of tho 9th iVovomher last. 

3. His Majesty's Government in the Irish Free 
State are willing to reimburse tho taxed costs as 

e Right Honourable 
The" Secretary of State for 

Dominion Affairs, 
Downing Street, 

London, S. IV. 1. 



bottfoen party and purty incurred by or on behalf of 

tho persons concerned as plaintiffs in the cuao of 

V/igg and another vorsus the Attorney c-eneral of the 

Iriah Free State. The plaintiff a' Solicitors have 

already boon paid their ccata of the trial of the 

action and of the Appeal to tho Suprorae Court. 

4. A 3111 to give effect.tc the general policy 

referred to is in course cf preparation. His 

i i a j o 3 t y ' s Government in the Irish Free State are 

advised t;.at it is essential ihc.z the prcr-csed Bill 

in so far as its provisions will conflict with the 

opinions ex-Dressed by the Judicial Committee of the 

Privy Council should be preceded by an Agreement 

between His i.iajeaty'3 Government in vsroat Britain 

and His liajoaty1 s Government in the Irish Free State, 

and it is proposed that the rdli will contain 

provision for the ratification of such Agreement, 

A very early opportunity will be afforded His Iiajesty's 

Government in Groat Britain to consider the proposed 

Bill and the suggestions cf His Majesty'a Government 

in the Irish Free State as tc the terns of the a odd 

Agreement between tho two Governments. It is 

proposed also that the draft of oho said Bill together 

with the proposed Heads of Agreement will be submitted 

to His majesty'a Government in Groat Britain for their 

nonei derati on. 



5. Since the receipt of your Despatch tv:o actions 
instituted by applicants under Article 10 have boon 
heard in the High Court and a number cf other actions 
of a similar nature are ponding or threatened. In 
these circumstances, his Majesty's Government in the 
Irish Free btats feel that it is imperative that a 
public announcement should bo made at once and they 
suggest that, pending the further examination of points 
cf detail, such an announcement should take the form 
cf a general indication of the policy agreed upon 
botweon the two Governments. Subject to any observations 
which His majesty1s Government in Great Britain may 
desiro to mako in the matter it is proposed that the 
aniiouncenont should bo in the following terms: --

The Government have had under oensideration 
tho opinions exurossed by the Judicial 
Committee of the Privy Council in the case 
of V/igg and another versus tho Attorney 
General. 

The Government are desirous of honouring 
to the fullest extent their obligations under 
Article 10 of the Treaty. It is clear, 
however, that somo cf the opinions expressed 
by tho Judicial Committee in ziie case 
referred to would, if given effect to, result 
in mere favourable treatment under Article 10 
of the Treaty being accorded to transferred 
officers in tho matter of bonus than they 
would have received, had they remained in the 



British Civil Service or than transferred 
officers who elect to remain in the Civil Sorvico 
of the Saorstat would receive on ultimate 
retirement in normal course under the Super
annuation Acts, Such a result was not intended 
by Article 10 of the Treaty. 

Tho Executive Council have accordingly 
decided to introduce into the Olreachtao at the 
earliest practicable date proposals for logisla
tion providing that awards of compensation already 
made by the Minister for Finance or: the 
recommendation of the Committee which was presided 
over by Mr, Justice '.7ylie shall be binding in law. 
The legislative proposals will include a 
provision for the setting up of a Statutory 
Committee, constituted somewhat on ^he lines of the 
defunct Committee, whose duty it will be to 
adjudicate upon all pending and future claims 
under Article 10. The determination of this 
Committee on any application or question referred 
to them will be final and conclusive. 
In assessing compensation the Committee will be 
required to adhere in the treatment of bonus to the 
basis applicable to officers in the British Civil 
Service immediately prior to the transfer of the 
officers to the service of the Provisional 
Government. 

The Government are prepared to reimburse 
the taxed costs as between party and party 
incurred by or on behalf of the persons 
concerned as plaintiffs in the case of Wigg and 



and another versus the Attorney General, but 

they desire i t to be known that any persons 

pursuing l i t i g a t i o n In the Courts aft9r this 

date in regard to claims under Ar t i c l e 10 w i l l 

do so at their own r isk . I t i s intended that 

provision w i l l be made in conn-action with 

pending actions in the proposen l e g i s l a t i on . 

3. His Majesty's Government in the I r ish Free 

State f ee l sure that His majesty's Government in Great 

Britain w i l l accord their concurrence in the course 

proposen. I t i s desirable, for the reasons stated, that 

the amiouno9msnt should be made when the Dail meets 

next week,and His Majesty's Government in the I r i sh 

Free State w i l l accordingly be obliged i f the 

concurrence of His Majesty's -lovernment in Great Bri tain 

can be communicated, ii" possible, by telegraph, not 

la ter than -aonday, the 13th instant. 

I have etc . 

(Sd.) ? . MC GILLIGAN. 

MINISTBS FOR EXTERNAL AFFAIHS. 



A-ppu^v ^. 25U 

DEPARTMENT CF EXTERNAL AFFAIRS 
IRISH FREE STATE. 

9th February, 1928. 

Dear- Sir Harry Batterbee, 

Thanks for your letter of the' 20th January 
regarding the question of the Irish Treaty Pensioners. 
We are sending you an official reply to-day to your 
despatch of 20th January. 

You will notice that in his statement to the 
Dail the minister for Finance is not referring to the 
attitude of the British dovsrnment in this matter. He 
expects however that he will be questioned on this 
point, and in that event, he proposes to state that our 
Government had been in communication with the British 
Government and that the latter, subject to agreement 
on details of the contemplated legislation, had 
intimated that they would be prepaz*ed to give their 
concurrence and co-operation in the general policy 
outlined. 

We will send 3/cu privately at the earliest 
possible moment a copy of the draft Bill. 

The minister for Finance wishes to make 
hie statement when the Dail reassembles on Wednesday, 
15th instant, and he is extremely anxious to have 
tho reply of your Government by lionday, the 13th. 
We should be grateful for your good offices in 
expediting the reply. 

Yours sincerely, 
(Signed) SEAN MURPHY. 

ir H.F.3atterbea. 
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C A B I N E T . 

New Zealand and the Empire. 

Note by the President of the Board of Trade. 

I think my colleagues may like to see in full the 
letter to our Trade Commissioner In New Zealand from 
Mr. Stewart, Minister of Finance, from which1 I read 
extracts at a recent meeting of the Cabinet. 

P.C.-L. 

Board of Trade, 

15th February, 1928, 



2 5 2 Dominion of New Zealand, 

Office of Minister of Finance, 
WELLINGTON. 
16. 12. 27. 

My Dear Beale, 

As I understand you sail for England on Tuesday I would 

like to express to you before you go my admiration for the 

splendid work you have done during your first period of duty 

in New Zealand as British Trade Coninlssioner. 

When you arrived here last year I was delighted with the 

rapidity with which you grasped the situation and secured at 

once the confidence not only of the trade representatives of 

British Industry but of the commercial coranunity as a whole. 

Not only so but in my own work as Minister of Customs 

there were many occasions on vhich your advice and assistance 

proved of great value and I know from the Comptroller of 

Customs that his department was equally Indebted to you on 

matters of a technical nature and otherwise. 

The work of a British Trade Commissioner requires the 

exercise of tact and judgment as although the people of New 

Zealand are ready and willing to help in every way to assist 

British trade it is always necessary to keep in view the 

interests of New Zealand local manufacturers and the danger 

of preference to British manufacturers being abused or taken 

advantage of. As in the recent revision of the Tariff we 

have extended the British preference in various directions I 

hope you will impress on British manufacttirers that they must 

not rest on their oars or spare any effort to compete both as 

to quality and price with their rivals in other countries. 
I do not suggest that in granting preference New Zealand 

has done any more than her plain duty and her obvious 
interest dictates. Because when we consider the generous way 



in which 3rd tain has, ever since this Dominion was founded, 

guarded and protected us by her navy, has year by year lent 

us millions for trie development of our lands and public works 

at cheaper rates than we could borrow elsewhere, has purchased 

the groat bulk of our exports without any imposition of duties 

or other restrictions, has admitted us fully and freely to 

the right of consultation in Imperial and foreign affairs, and 

has borne without complaint or grumbling the almost intolerable 

burden of debt and taxation thrown on her by the Great War, we 

in this Dominion are filled with an overwhelming sense of 

gratitude and admiration. We feel that although we are only 

a small and distant unit we are fortunate beyond measure in 

enjoying the rights and privileges that belong to us as a 

constituent part of the Empire and that we share in some degree 

in the glories and splendour that characterise the position 

of Great Britain in the great world of international affairs. 

I have an abiding faith that she is not yet at the zenith 

of her greatness and that if the Dominions rise to a full 

sense of their opportunities the Empire will grow from strength 

to strength to render still greater services to civilisation 

and humanity. 

I hope therefore that when you return reinspired by your 

visit to the Homeland, if times are propitious and we are 

still in office I may have the pleasure of further co-cpera

tion with you in the cause we both have at heart. As you 

know the last revision of the tariff was made at a time of 

depression and much that I would like to have done had to 

remain in abeyance for considerations of revenue and other 

factors. 

Even if political fortunes should prove unfavorable and 

you find me a private citizen I shall even then be glad to 

render you what assistance I can. 



Meanwhile I remember with great pleasure our many talks 

and your personal kindness and consideration and I think you 

can report to your principals at Home with a sense of duty 

well done in New Zealand and with confidence that you can be 

of still further service to the Empire on your return. 

Believe me 

Yours very sincerely, 

(Sgd.) Wm.D.Stewart. 
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RKWCTION. AND, LIMIT ATI ON ̂ OP. Art MaUjjN TS. 

OQLJMITTBB OH POLICY. 

SBCOHD REPORT. 

Bofore the Chancellor of the Duchy of Lancaster 
goes to Geneva for the forthcoming meetings in connection 
with Security and Disarmament he has asked the Committee 
to pass in review some of the conclusions of the report 

d of November r£rd, 1927, as adopted by the Cabinet.^ 
Reference 
Cabinet The Committee on oecurity at Geneva will meet on 
58 (27) Con
clusion 3, February 20th to be succeeded on March 5th by the Council 
and C P . 
293 (27). Itself, whilst the Preparatory Commission which deals 

with the Disarmament side of the question will not meet 
till March 15th. It is hoped that Lord Cushendun may 
be back in iingland between the meetings of the Ccnmittee 
and the Commission for further consultation hero on the 
Disarmament side of the question. But in any case whether 
ha comes back or not the Cabinet will no doubt desire 
to consider Disarmament more fully than is possible 
on the present oooasion and the part thei'ofore of 
this report which deals with that side of the question 
should be treated aa merely provisional., 

Xc SECURITY. 

So far- as the broad outlines of the 
instructions v/hich have already been given to the 



 t o aattached  general scheme of disarmament. They still think 

that such a connection is desirable but the proposal has such 

merits, both substantial and tactical, that they are not 

prepared to make its connection with a general scheme of 

disarmament a sine qua non. 

To sum up on the Security side of the question, the 

Committee are of opinion that a sustained initiative on the 

lines they have Indicated will have a double advantage. It 

will furnish a complete answer to the charge that the attitude 

of Great Britain is merely nogative, and It will attract 

sufficient attention at Geneva to push disarmament, when the 

meetings arrive at that point, at any rate to a certain extent 

more into the background. It need only be added that the 

Committee considered a series of highly technical points re

lating to the application of the Covenant to arbitration and 

conciliation and arising out of the answers which have been 

made by ourselves and other Countries to the Questionnaire of 

the Preparatory Commission. The Committee were of opinion that 

these must be left to Lord Cushendun to deal with as he thinks 

best in the light of the general instructions the Cabinet will 

have givenhlm, it being understood that if he is in great doubt 

upon any point which he may consider of sufficient importance 

he should refer It home for docision. In the meantime the 

Chairman promised to confer with the advisers of the Government 

in the Foreign Office on the several points dealt with in the 

Answers to the Questionnaire and to call the Committee together t 

consider them if that course should seem desirable. 

II. DISARI4AMSNT. 
Provisional report. Subject to further consideration. 

There Is evidently no greater assurance now than there 
was In November that a breakdown can be avoided. If that 



unhappily should te tho care it is important for this 

Country that the bi*cak should take plp.ce rather upon the 

military than the naval side of the question, and it would 

follow therefore that instead of coming first as has hitherto 

been the practice it would suit us better that the military 

issues should come last. Up to now the order has always 

been Army, Navy, Air-. Luckily it is upon the Air Serv ce 

that the nearest approach to one another amongst the 

Powers has taken place, and It would therefore not be 

unreasonable to suggest that it should be put forward at 

the top of the agenda. It would seem t.o follow, if that 

should prove acceptable, that the old order should be simply 

reversed shlch would not only bring the Air Service to the 

first place but would incidentally have the effect of 
:putting the Army last. '.'e suggest that our representative 

should try to bring this about. It should be noted that, 

though upon the Air Service the Powers have approached one 

another, further progress is at present blocked by the 

difference between ourselves and other countries cn the 

question of International control- In regard .to this 

question however the Committee are not able to recommend any 

concession. 

The Committee have had under their consideration two 

proposals by the Admiralty of possible alternatives to the 

position taken up by them at the Three-Power Conference, which 

might be put forward at the Preparatory Commission. The 

Committee however have become increasingly anxious 

as far as possible to prevent the reawakening of the 

controversies with Ame-ric. of last year at this moment, and 

as at present advised they are not prepared to recommend 

either of these alternatives. 

In the first the principle of categories adopted in the 

British proposals of last year - in a reduced number of 

categories however - is maintained, though tho blank figures 
of tonnage in each category are not filled in. 

- 4 
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An approach however is made to the American and French 
position, not Indeed by accepting the principle of total 
tonnage for all craft or for all craft below the category 
of capital ships, nor even by adopting simply the last 
French compromise under which tonnage Is allotted between 
categories provided that it could after notice be transferred 
to other categories, but this compromise subject to the 
further vital condition that the transfer should not take 
place except to a less powerful category. 

The second alternative was merely to provide for a 
declaration by the several Powers of the programme they have 
adopted for the next five years, with the addition that 
after the mutual communication of these programmes they 
are enabled to sign a binding convention preventing each 
signatory from making any increase on the programme so declared 
during the term of the convention. On the whole, however, the 
Committee were of opinion that neither one alternative nor the 
other Is safe from the risk of leading to a freslj altercation 
between the British and the American representatives, and 
giving the opportunity to unfriendly newspapers, for electoral 
and other domestic purposes in America, to compass a disastrous 
effect upon the more healthy public opinion which Is beginning 
to manifest Itself in that country. The Committee feel that 
the only attitudes which in these circumstances would be safe 
would be to express regret that some of the proposals 
submitted at the three Power Conference did not find favour 
and to content ourselves with putting forward the suggestion 
as to capital ships, their size, their age and their armament, 
which formed part of the British plan which involved by far 
the greatest economy of all its items, but which was never 
properly discussed, and, what is more important atas never 
treated as unacceptable on its merits by the American delegates, 



Upon the assumption that our i*3ra*eoontativo would be 

suecesrifv.1 In securing tho reversal in tho agenda of the 

old order of the three sera-does we come last to the 

military issues, The Cor-mit tee have discussed those in 

the light of oo:-7..-orssticns which the Foreign Secretary 

and Lord Cu3hendun have had with the French .tohessadc2* 

and of disoassion3 which took place between the Military 

experts cf the two Fowers at Geneva.. 

From a careful consideration of those convevsations 

the Committee believe that the French Government will 

never consent to tho limitation of their Reserves, The 

case for them which is put forward depends not merely upon 

the necessities cf national defonco but upon the idsa that 

universal service embodies in the army the democratic spiritc 

This seems to be ineradicable not merely from French but 

broadly speaking from Continental public opinion. The 

Committeeg however, cn-e satisfied that it is not on democrat: 

grounds? but on military grounds that the French Government 

in reality cling to this position and. sir.ee if in the cvont 

cf a breakdown of the Conference we are driven to find 

tho softest placs upon which to fall and the French military 

dif f ioulxy appears to be the be3t available, we must try 

and bring tho real motive of that Government home to them0 

In this eoizriesticr- the Committee have reflected that though 

universal military service may be defensible on democratic 

instead cf military grounds the presence of the large surplus 

of officers and non-commissioned officers which the French 

entertain for mobilisation purposes cannot be explained 

except upon mobilisation grounds * The Committee think 

therefore that if we are bound to witness th3 breakdown of 

the conference, our re pre tentative should be armed with 

this argument, in order in as friendly language as p o 3 s i b l o 

to force the responsibility of this res-alt upon the French 

and upon the insincerity of their support of real disarmament 

http://sir.ee


The Consnitt.ee consider that It would be of great 
use, not merely to our representative at Geneva, but to 
Ministers and other speakers at home,, If the full st-opc. of the 
actual Disarmar^ent proceedings In this country were 
precisely set out hy the Departments concerned and they 
have requested that memoranda 3 h o u l d be prepared 
accord!nglye 

Signed on behalf of the Committee, 

SALISBURY, 
(Chairman )o 

2, Whitehall Gardens, C &W.l. 
February I4thp 1928* 
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SECRET. 
C P  . 45 ( 2 8 )  . 3d 

Statutory Commission. 

I circulate for the in format inn of the Cabinet a copy of a telegram received from 
Sir d. Simon. 

INDIA OFFIOK, B I R K E N H E A D . 

14th February 102S. 

Telegram from Indian Statutory Commission, dated \-\th February 11)28. 
Private and personal. Following from Simon :— 
"lam grateful for your suggestion that we should interview those opposed to 

boycott and make fact widely known. We are following this course, and yesterday 
Commission received important deputation of Moslem members of Assembly, also 
Anglo-Indian depuration, and we have issued to the Press of India full communique 
describing what passed. My information is that this is having disintegrating effect in 
Indian Parliamentary circles. To-day we receive similar deputation from depressed 
classes and others. Many individual legislators seek private interviews with me alone, 
but pressure exerted by irreconcilables is beyond all belief. On Thursday next 
critical debate takes place in Assembly on resolution to have nothing to do with 
Commission. Amendment will be moved from Moslem bench recognising that 
procedure proposed by my letter to Viceroy merits favourable consideration of House. 
Division is likely to be very close, and result largely depends on whether certain 
members now following boycott out of timidity will (? omission) ; but if so, our 
greatest difficulty is that opinion is entertained in these quarters thatj if Legislature 
upholds boycott, Commission will return to England in March, and announce that it 
cannot go on, with result that another Commission including Iudiau representatives 
will have to be appointed. Greatly regret to say that this absurd view is 
actually encouraged by irresponsible talk of a private Member of Parliament 
now out here, who thereby greatly embarrasses Hartshorn and Attlee. 1 think it 
would greatly strengthen I lartshorn's hands in seeing Joshi and others to-morrow 
if be had telegram from MacDouald saying that whole of responsible Labour Party 
in Rnglarid recognise that the Commission^ proposed procedure fully complies with 
the conceptions and intentions of the Party, and repudiating the possibility of any 
responsible Government in England going further in the future. My Labour 
colleagues on the Commission have throughout acted splendidly, ami there is no 
shadow of difference between any of us inside the Commission." 
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CANADA AND THE EMPIRE. 

MEMORANDUM B Y T H E SECRETARY O F STATE F O R DOMINION A F F A I R S . 

THE first reaction of the last imperial Conference in Canada has been not 
altogether unlike its first reaction in South Africa. In each case its conclusions 
were suspect to many good Imperialists, because a party leader, bitterly criticised 
for lukewarmness, if not hostility, towards the Imperial idea, had fathered and 
commended them. In South Africa Smuts*s criticism, indeed, was that nothing 
had been achieved which he had not secured previously; only among the Natal die
hards was there any disposition to resent the theory of equal status as such. In 
Canada tiic tendency of Conservative critics has been rather to deny that there is 
or can be any true equality, basing themselves partly on the narrow legal point of 
certain existing statutes, including the British North America Act itself, which still 
limit Canadian jurisdiction, partly on the general absurdity of the claim that 
Canada is yet equal to Britain. In so far as their criticism has appealed to the 
intense suspicion of the French Canadian of the idea of any authority in Canada 
interpreting the British North America Act, it has been politically effective; apart 
from this it has been tactically mistaken, for it can only strengthen the desire to 
make equality real by getting rid of any legal anomalies, and to emphasize the claim 
to status without regard to practical advantage. My own line, as in South Africa, 
was everywhere to begin by explicitly insisting on the general equality, and so 
securing Liberal approval, and then to go on to point out that it is a real and fruitful 
equality in Imperial responsibility and not merely a formal equality, thus pleasing 
the Conservatives, and, I hope, also turning their minds in the direction of a more 
constructive line of criticism if the Government should disregard the true 
implications of the Conference and pursue a policy of non-co-operation in Imperial 
affairs, coupled with an ostentatious over-emphasis of its formal claims to equality 
in the international sphere. 

That issue has been raised directly by the announcement that Canada pi*oposes 
to have French and Japanese Ministers at Ottawa and appoint Canadian Ministers 
in Paris and Tokio. The experiment of a Canadian legation at Washington has 
undoubtedly been a success. Mr. Massey has not only worked in closest harmony 
with the Ambassador, but has helped to make Americans realise, as they have never 
done before, that Canada is a willing and active partner in the British family. As 
far as Washington is concerned, the addition of Australian and South African 
Ministers to the British diplomatic family would probably only be to the good. The 
case for Canadian Ministers in France and Japan is weaker, or at any rate less 
urgent, on the practical issue. Neither the exceptional volume of work to be done 
in Paris nor the Japanese immigration question in British Columbia would appear 
to constitute a very strong justification for haste in a step which may have far
reaching consequences. Mr. Mackenzie King, indeed, takes the view that his two 
new appointments between them will cover Europe and Asia, and that he will not 
want to make any further ones, while at Ottawa two other foreign Ministers will 
be sufficient to balance the unique position at present occupied by Mr. Phillips, the 
American Minister. But it is difficult to see how a request from Germany or Italy 
for direct representation could long be resisted, nor will the gradual growth of the 
diplomatic corps at Ottawa be displeasing to national pride. Meanwhile, the new 
move is certain to be freely criticised, and not by political opponents only. 
Mr. Taschereau, the ablest as well as the most powerful man in French Canada, 
summed it up to me as merely the outcome of Senator Dandurand's vanity, fed on 
flattery at the League of Nations; and the personal aspect of the new appointments 
is likely to be closely scrutinized. 
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These developments have, however, inevitably forced the pace with another 
outcome of the Imperial Conference, viz., the personal representation of the British 
Government at Ottawa. Here the question is essentially one of practical advantage 
and not of status. But. throughout our conversations on this subject, Mr. Mackenzie 
King, while fully in agreement with me that the position and functions of such a 
representative were and should be kept entirely distant from those of a foreign 
minister, insisted that Canada would regard it as a sign of lack of interest on our 
part in her affairs if we did not appoint a representative who both in ability and 
in externals could hold his own with the American Minister. This will be no easy 
matter. Mr. Phillips is a man of quite exceptional personal charm as well as of 
good sense, and it is no exaggeration to say that he has captivated Ottawa. The 
fact that he resigned an Embassy to take up the Legation at Ottawa is an obvious 
compliment to Canada's importance, lie has already got handsome offices and is 
having a fine house built for him, where his wealth "will enable him to entertain 
generously. I do not think myself that a British representative need compete, in 
his scale of entertainment, with the American Minister. In public opinion, if not 
in constitutional logic, the Governor-GeneraFs entertaining will, for the time being 
at any rate, meet the case. But I am convinced that in every other respect 
Mr. Mackenzie King is right, and that we ought to appoint to Ottawa, and without 
delay, a representative who in personal qualifications and general status will at 
ieast hold his own with the American Minister, and who will be suitably accom
modated both as regards oflice, private residence and personal stall". Mr. Phillips, 
1 should add. has two assistants, both men of ability and good personality, over and 
above the necessary oflice staff. 

The question of the official status and title of the proposed representative was 
very fully discussed betweeen us, though I took care to make it clear that I was in 
no position to commit my colleagues. *" Mr. Mackenzie King explained that, as far 
as formal precedence was concerned, he would have liked, in order to impress 
Canadian public opinion, to give the British representative regular precedence over 
all foreign representatives. I pointed out that there was an essential difference 
between the courtesy status given to the representative of another Crown or 
Sovereignty, however unimportant, and the status due to the representative of 
another Government under the same Crown, a Crown already represented on the spot 
by the King himself or by the Governor-General. Apart from the difficulty the 
Foreign Secretary in Great Britain might have in giving the High Commissioners 
precedence over foreign Ambassadors, I imagined Mr. Mackenzie King would not 
wish, when in London, to go behind his High Commissioner, or expect Mr. Baldwin, 
when in Canada, to rank after the British representative. Mr. Mackenzie King 
entirely agreed, and thought that the correct precedence would be that enjoyed by 
Dominion High Commissioners in London, viz., after Cabinet Ministers but before 
other members of the Privy Council (in this case the Privy Council of Canada). The 
main thing, he felt, was that in actual influence and authority with both Governments 
he should be, and be known to be, a more important personage than the foreign 
Ministers. He added that he would like this to be the case in London as well, to 
which I rejoined that this was mainly a question of the personal ability of the 
Canadian High Commissioner and of the confidence his own Government extended to 
him. We on our side were always ready to extend our confidence to him, if desired, 
on all subjects and to give him direct access to all departments or to the Committee 
of Imperial Defence, and, in general, to give him no less consideration than to a 
member of the Dominion Government. 

On the question of title, we agreed that "Minister" was undesirable as 
suggesting that the appointment was similar in character to that of a foreign repre
seiitativer and that there was a danger, if no definite and distinctive title were 
adopted from thefirst, of the press and public getting into the way of speaking of the 
"British Minister at Ottawa." He seemed to be at first a little doubtful whether 
"High Commissioner" was important enough. I pointed out that for us a title 
associated with the Governor-Generalship in South Africa, and with a position in 
Egypt and Iraq which took precedence over all foreign diplomatic representatives, 
would certainly not sound insignificant; my only doubt was whether my colleagues 
would approve as high-sounding a title, and might not prefer a more modest one, 
such as " Commissioner," which might become " High Commissioner " later on. He 
thought that would be a pity; the right note as to the importance of the office should 
be struck at the outset. I have no doubt that he is right on this point. 

On the more important question of the functions of the post and of the kind of 



person who should be appointed in thefirst instance, Mr. Mackenzie King spoke 
very frankly and explicitly. What he wants is someone with whom he can talk 
freely on every kind of subject affecting inter-Imperial relations without being put in 
the position of having consulted us on paper, and having possibly to produce 
telegrams or despatches. He gave as instances of the need for such a person which 
he had felt during the last few months : ( 1 ) the recent decision to build two destroyers, 
on which he would have liked to have done a good deal more in ascertaining 
Admiralty views if he could have talked to someone; (2) the question of the proposed 
- ocean waterway to the Great Lakes, on which he would like, us to keep in touch from 
tho point of view of its effect on our trade and shipping; (3) economic questions 
generally. I asked whether he would not wish to discuss foreign policy as well. He 
agreed, and thought it desirable that the British representative should know some
thing of foreign policy, or have someone, on his staff who did. but he said he did not 
want a diplomat. He wanted a general representative with whom he could discuss 
all inter-Imperial questions, someone who could deal with all the British departments 
and knew all the Governments of the Empire and the business of Imperial 
Conferences. 

If Canada were a foreign country we should obviously have at least a Legation, 
probably a full-fledged Embassy at Ottawa. That she is part of the Empire only 
means that she is much more important to us than any foreign country, and much 
more worth taking trouble to keep in touch with. But apart from these general 
considerations, there is a factor which weighs to some extent in the case of every 
Dominion, but quite particularly in the case of the present Prime Minister of 
Canada. Mr. Mackenzie King is morbidly afflicted with the " Downing Street 
complex."' He dislikes consultation through his High Commissioner in London 
because he fears the possibility of the High Commissioners gradually forming a sort 
of Imperial Council round the Foreign Secretary or Dominions Secretary, lie also, 
as already mentioned, dislikes committing himself to paper in documents which his 
Parliament might ask for. But he longs for discussion which does not so directly 
commit him. and is as reasonable and as easily convinced in conversation as he is 
evasive and difficult over the cables. There is the further point that whereas any 
cable or despatch from London on any subject goes to the Department of External 
Affairs, and comes to the Cabinet afterwards as a matter of high policy, a British 
High Commissioner would be in natural and continuous touch with Ministers and 
departments individually, many of whom, like the Minister of Trade and Customs 
and the Minister for Defence, are eager to co-operate whenever they can, and could 
enlist their personal support for British proposals or the consideration of British 
interests before formal Cabinet discussion. If we want Canada to co-operate with 
us effectively, we must adopt the only method by which any real progress can be made 
with the Canadian Premier and his Cabinet. My conclusion, therefore, is that we 
should proceed to appoint as High Commissioner to Canada the best all-round man 
available, and equip him with whatever staff may be necessary to enable him to fulfil 
his varied duties. 

One subject of thefirst importance where it Avas obvious to me that effective 
co-operation is precluded by the absence of a representative of standing, able to 
discuss matters on an equal footing with Ministers, is migration. The subject is 
one in which Mr. Mackenzie King has taken very little personal interest, and he 
has assigned it to one of the weakest members of his Cabinet. The consequence is 
that it is entirely controlled by civil servants terrified by Parliamentary questions 
and under the spell of the years of depression since the war, the actual head of the 
department, Mr. Egan, a man of ability and autocratic temperament, being 
fundamentally opposed to the whole idea of assisted migration, or, at any rate, to 
Canada's paying her proper share of it. If we like to pay for relieving ourselves of 
our unemployed, that is our affair! I did what I could in my speeches and in 
conversation with Ministers to explain the true situation and the attitude with which 
we approached lLo problem of co-operation in migration, but only a permanent 
representative with opportunities of meeting Ministers continually can really 
produce a lasting impression. Nor can anyone except such a representative deal 
effectively with the many cases of grievous hardship—reacting most unfavourably 
on the whole movement of migration to Canada—which are continually arising owing 
to the red tape lines on which the immigration regulations are interpreted. 
Representations at the London end are simply telegraphed to the department and 
receive a departmental reply; only a representative at Ottawa can see the Minister 
himself. It may be added that the attitude of the Government on immigration is 
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the subject of very widespread criticism all over Canada. Mr. Bennett, the new 
leader of the Opposition, has selected it as hisfirst point of attack, and has, I under
stand, already succeeded in securing a committee of inquiry into the whole subject. 

However important proper organisation in Canada and effective co-operation 
between the British and Canadian Governments may be in this matter, the really 
determining influence is the general economic prosperity of the country. That 
Canada has turned the corner of the post-war depression is unquestionable. 
Everyone is confident, and if there is not the exaggeration of the boom period of 
1908-12, there is a much fuller realization of the immensity of Canada's resources. 
The discovery of a new quick-ripening wheat has added another 100 miles of depth 
to the whole prairie wheat belt, while still further north experience has now 
definitely established the Peace River Valley, with at least 10,000,000 acres of arable 
land awaiting cultivation, as a part of the great Canadian wheatfield. More 
important still, the great belt of pre-Cambrian rock, which hems in all northern 
Quebec and Ontario, separates Eastern from Western Canada by a thousand miles 
of wilderness covered with stunted timber, and then runs northwards to the Arctic, 
is gradually being proved to be one of the most highly mineralised regions of the 
earth surface, and may, before long, become the world's biggest producer of gold and 
other precious and base metals, as it already is of nickel and asbestos. Every year, 
too, is bound to witness a rapidly increasing development of Canadas immense 
resources in water power. 

No Canadian doubts that Canada is destined to have a great economic future. 
The question which does worry every thoughtful Canadian is how Canada is to 
secure the greatest development, and secure it consistently with her own political 
traditions and the preservation of her own independence. It is impossible to under
stand the Canadian outlook either upon national or Imperial problems without 
realising the immense, overshadowing effect upon it of the United States. The 
incredible development of wealth and economic power which we know as a matter 
of statistics, but have not even dimly begun to realise, is to Canadians an 
overwhelming, omnipresent, blatant fact, sucking out from Canada the bulk of her 
natural increase of population as well as the best of her brains, and in return 
steadily acquiring control of all her natural assets and of her biggest industries. 
There is no deeper fundamental instinct of the Canadian national character than 
dislike of the United States as belonging to an inferior political civilisation than 
the British Empire. But the din and glare of the great American orchestra makes 
it difficult for Canadians to think of anything else, and nothing of recent times has 
been so welcome or so helpful as the speeches which the Prime Minister made to 
them about England last summer, or. in a lesser degree, what I have been able to 
say to them of the other Dominions and of my conviction that the British Empire is 
destined far to outstrip the United States, even in the economicfield, once we begin 
to co-operate effectively together! 

The economic problem for Canada really resolves itself into a choice between 
three alternative policies. Thefirst is the policy of entering into the American 
economic system. That policy offers the largest immediate returns. It would open 
the American market to Canada's primary products, and would secure unlimited 
capital for the further development of her primary production. But the main 
result of such a policy would be the yet further aggrandisement of American 
industry, the strengthening of American against Canadian railways, the definite 
stereotyping of Canada's development as that of an economic appanage or province 
of the American system, and in the end Canada's political subjection to the United 
States. It is a policy contrary to all the natural instincts of Canadians. But it 
finds considerable favour with the cosmopolitan population of the prairie provinces 
and, as a free trade policy, with Liberal theorists and with dissatisfied interests 
both in the West and in the Maritime Provinces. The Liberal Party habitually 
toys with it, but, no less habitually, under the influence of the Quebec vote, which is 
as solidly protectionist as it is solidly Liberal, refrains from any decided action in 
the direction of American reciprocity—the experience of 1911 is not very likely to 
encourage another attempt. 

The second policy is one that would seek at all costs to maintain Canada's 
economic independence by a high tariff against the United States and the world at 
large. It pays America the compliment of imitation rather than that of surrender, 
and aims at building up in Canada a self-contained economic development parallel 
with that of the United States. It is a policy more consonant with Canadian national 
feeling and probably better calculated in the long run to promote an independent 



all-round development of Canada's resources. But it tends to ignore certain 
essential underlying geographic and climatic facts which differentiate Canada from 
her great neighbour, and make it impossible for her to achieve the fullest success by 
the same methods. The United States is a single, square, compact block of territory 
in which no part is geographically isolated from the rest. At the same time it covers 
so wide a climatic range from north to south that it can produce within itself at 
any rate the bulk of all the foodstuffs and raw materials required by modern 
civilisation. A policy of internal development is consequently a natural one for the 
United States, whether regarded from the point of view of transportation or from 
that of the correlation of resources. Canada, in fact if not on the map, is still a 
long strip, and. what is more, an intermittent strip, of developed territory, with 
wilderness to the north and wilderness separating its more populated sections. Her 
resources, in ultimate volume perhaps no smaller than those of the States, are far 
narrower in their climatic range. She is bound to look much more to her export and 
import trade, and any overtightening of the bow of protection tends at once not only 
to affect her external trade, but, more serious politically, to set up antagonism 
between her manufacturing centres and the primary producers, who feel that they 
have to pay not merely for the tariff, but for the long railway hauls as well. The 
result is that the Conservative Party, the exponent of Sir J. A. Macdonald's National 
Policy, while it wins elections whenever the Liberals oscillate too far towards free 
trade or American reciprocity, cannot win them on the mere issue of a higher 
tariff—as Mr. Meighen learnt to his cost a year ago—and pursues, when in cilice, a 
fiscal policy very little different from that of its opponents. 

The third alternative is to endeavour to combine the advantages and overcome 
the disadvantages of each of these policies by a policy which issufficiently protectionist 
against the United States to safeguard Canada*seconoinic independence, and yet keeps 
down prices for the Canadian consumer, encourages Canada's export trade, and 
secures for her an abundant supply of the food-stuffs and raw materials of other 
climates. Such a policy is to be found in the effective development of Imperial 
Preference. Even as an unreciprocated and tentative policy on Canada*s part, 
Imperial Preference has stimulated her export trade, made a great portion of her 
import trade pay the long haul to Canadian railways instead of to American 
railways, with only a short haul over the Canadian railways at the end. and kept 
down prices to the consumer. It was as a policy on its own merits, apart from the 
reciprocity he eventually hoped to secure, that Sir W. LauHer always defended it 
in Canada, and it would. I believe, pay Canada to-day to go further in the same 
direction, increasing, say. her preference from a third to one half of the general 
duties, without waiting for further reciprocity on our part. But undoubtedly the 
advantage to Canada of a policy of Imperial Preference (and the advantages to us 
of the development of Canada under such a policy) would be far greater if it were 
part of a wider scheme in which we reciprocated effectively. Under such a policy 
tlie growth of Canada, and of British trade with Canada, would be immensely 
accelerated. With the markets and resources of the Empire in large measure 
assured to her, Canada could really hope to compete with, conceivably some day to 
outstrip, the United States, and we, on our side, would participate in steadily 
increasing measure in her development. Migration would naturally follow and 
receive confident and consistent support from the Dominion Government. Capital 
would flow in, British as well as American, in ever-increasing volume. Last, but not 
least, Canada's general policy in Imperial affairs, which, in its vagueness and 
uncertainty, only reflects the tentative and irresolute character of her present 
economic policy, would be replaced by a policy both resolutely national and resolutely 
Imperial, in keeping with an economic policy which would both insure the highest 
development, on Canadian soil, of Canada's resources, and enable her to play a great, 
ultimately perhaps a dominant, part in the general economic development of the 
Empire. "Canada is, I believe, not unprepared to embark upon such a policy. But 
she will ask for some lead, at any rate, from us, and from the point of view of our 
own narrower interests, as well as from that of Imperial unit v. it is up to us to give 

t h a t l e a d  L. S. AMERY. 
Dominions Office. Downing Street, 

February 13, 1928. 
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NAVAL PROGRAMME COMMITTEE. 

Report on Naval Oil Fuel Reserves. 

1. IN accordance with (b) of our terms of reference, we have examined the 
following oil fuel reserve questions :— 

(1.) The assumptions on which the Admiralty have based the oil fuel require
ments of the Fleet for the first year of a war in the Far East. 

(2.) The rate of accumulation of the Naval oil fuel reserve in 1928 and future 
years. 

2. Our attention has been directed to the discussions which have from time 
to time taken place at the Committee of Imperial Defence on,this subject, and we 
have also had before us the First Annual Report of the Oil Board (C.I.D. Paper, 
No. 755-B) dated the 31st December, 1926, and the proceedings at the 220th Meeting 
of the Committee of Imperial Defence, when that Report was before the Committee. 
The case of the Admiralty has been fully presented to us in a written Memorandum 
and by means of oral statements made to us by the First Sea Lord and the Fourth 
Sea Lord. The case of the Treasury has been laid before us by the Chancellor of the 
Exchequer. 

3. At their meeting on the 11th February, 1924, the Committee of Imperial 
Defence in effect re-affirmed the decision of the War Cabinet in 1919 that the 
minimum reserve of oil fuel which it is safe to provide should be twelve months' 
consumption on a war basis, and also decided that the reserve should be considered 
as a whole, but that the distribution should be entirely within the jurisdiction of 
the Admiralty, and that the total oil reserve should be completed by 1937, the yearly 
accumulation to be worked out between the Admiralty and the Treasury. 

4. In pursuance of these conclusions, the Admiralty have calculated that the 
oil fuel requirements of the Fleet for thefirst year of the war in the Far East would 
be 7,150,250" tons. This calculation is based on the following assumptions :— 

(a.) That the war would not take place before 1937, and that the oil fuel reserve 
would then be complete. 

(6.) That the war would be entirely free from European complications. 
(c.) That the mainfleet would take li months to get to the Far East, and would 

consist of 12 Battleships, 4 Battle-Cruisers, 31 Cruisers, 81 Leaders and 
Destroyers, 40 Submarines, and about 97 other vessels. 

(d.) That the fleet would be able to steam for 10 days a month at 18 knots. 
These assumptions were put before the Oil Fuel Board, but that Board did not feel 
called upon to criticise them. 
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5. The Admiralty accordingly maintain that a reserve of 7,150,250 tons should 
be completed by the year 1937. Of this total about 3,800,000 tons have 
already been collected,' leaving 3,300,000 tons to be provided in the next 10 years. 
The Admiralty urge that this provision should be effected by a programme of steady 
equal annual instalments of 330,000 tons. 

6. The oil fuel reserve is, of course, designed to provide the necessary working 
stocks, and to bridge over the months immediately following the outbreak of war 

"during which the difficulties inherent in adjusting a greatly increased war demand 
to limited supplies are being overcome. The Admiralty are satisfied that these 
difficulties of securing an increased output of crude oil, of refining that oil, and of 
transporting the refined fuel oil by land and sea, will ultimately be met, but represent 
that months must elapse before supplies adequate to satisfy the war demands are 
forthcoming. 

7. With regard to the actual amount of the reserve, the Admiralty claim that 
the figures represent the results of very careful cheeking and scrutiny on many 
occasions, and that the calculation has so far as possible been based on the detailed 
working out of the reasonable and probable movements of every unit of the fleet 
engaged in the war. Emphasis has been laid on the fact that the modern warship is 
entirely dependent on oil fuel, not only for steaming at sea, but for every purpose for 
which power is required. In this connection we have been informed that, of the total 
naval consumption of oil fuel of 750.000 tons a year in time of peace, only about 
150,000 tons is used by the fleet while steaming at sea. It has also been pointed out 
to us that the United States of America, in spite of the great reserve existing under 
her soil, is accumulating a fuel oil reserve of 7 million tons and Japan one of 4 million 
tons. 

8. As regards the rate of accumulation, the Admiralty urge that, until the 
reserve has been ̂ completed, full mobility for the fleet cannot be assured, and that 
the advantages of a policy of equal annual increments are that it does not cast an 
unfair burden on subsequent years and that it is more economical, as regular 
purchases are less liable to disturb the markets. 

9. The Chancellor of the Exchequer does not question the necessity, in existing 
conditions, for an adequate oil fuel reserve. His criticisms have been directed 
against the amount of the reserve and the rate of annual accumulation. He has 
reminded us that in 1919, directly after the conclusion of the Great War, the 
Admiralty estimated their oil fuel reserve i'equirements at 4-i million tons, and has 
urged that the increase of this figure to the present estimated" amount of 7̂  millions 
is a direct consequence of the Admiralty insistence for purposes of calculation on the 
hypothesis of a war in the Far East in or about 1937 with Japan as the enemy. The 
Chancellor of the Exchequer has recalled the excellent relations between ourselves 
and Japan now existing and likely to continue, to which special reference was made 
in our Report to the Cabinet on Cruisers (CP. 305 (27)), and has expressed the view 
that thefinancial, social and political conditions in Japan all combine to exclude a 
conflict between Great Britain and Japan from the sphere of reasonable probability. 

10. The Chancellor of the Exchequer has also criticised the Admiralty assump
tion that, in the event of a Far Eastern War, the British Fleet would be called upon 
to operate in Japanese home waters to the extent on the average of 10 days' steaming 
at sea a month, with 20 days in harbour, and has suggested that it should be possible 
to effect a very substantial reduction in the estimated figure of our war requirements 
for oil fuel if due regard is had to the nature of the strategical and tactical considera
tions which it is probable will determine the course of events in a Far-Eastern War. 

11. With regard to the question of war-time supplies, we are informed that the 
reserve of oil fuel in stock at the end of the.first year of the Great War was sub
stantially in excess of the reserve with which we started the War. Emphasis has also 
been laid on the rapid development of the Persian oil fields and the favourable 
possibilities of large supplies being forthcoming in future from Iraq, Having regard 
to these considerations and to the serious financial position, the Chancellor of the 
Exchequer has impressed upon us the great importance of restiicting expenditure at 
the present time on this particular service within the narrowest practicable limits. 



With oil fuel at £2 10s. a ton, the saving on 330,000 tons would be £825,000, and 
on 230,000 tons would be £550.000, in addition in each case to the cost of storage 
tanks. 

12. In all the circumstances the Chancellor of the Exchequer has suggested 
that no special addition should \yc made in 1928 to the existing oil fuel reserve, but 
that the Admiralty should be at liberty to add to that reserve any savings they may 
be able to effect out of their 1928 peace provision of over 750.000 tons. 

13. In reply to the Chancellor of the Exchequer the Admiralty have urged 
that the 1919 estimate was prepared at a time when only part of the Fleet was 
dependent on oil fuel, that the assumption of 10 days steaming a month is confirmed 
by the experience of the Great War, which unlike a Far Eastern War, was a war 
of low mobility and close range. They also now assert that in an " Atlantic War " 
the oil fuel requirements of the fleet would be quite.as large as the requirements 
for a Far Eastern War: and they claim that, in any event, it would be quite 
impracticable to make any savings for the reserve out of the peace-time fuel 
provision without great and serious loss of efficiency. We have also been reminded 
that the Naval reserve is the only substantial reserve of oil fuel existing in Great 
Britain, and emphasis has been laid on the desirability of maintaining an adequate 
reserve to meet the growing needs of the mercantile marine and for other civil 
purposes in times of national emergency. 

14. The Cabinet will recall that with their approval and with the concurrence 
of the Committee of Imperial Defence the amount added to the oil fuel reserve 
in each of the years 1926 and 1927 was reduced from 330.000 tons to 100,000 tons. 
On general grounds we see considerable advantage in maintaining the principle 
that some addition to the reserve should be made each year. In view of the present 
seriousfinancial position, and without calling in question the general policy already 
adopted, we think that, as in 1926 and 1927. the amount to be placed to the reserve 
in 1928 should be 100.000 tons, but that this reduction should be effected on the 
understanding (a) that the Cabinet accept full responsibility for this decision, and 
(6) that the arrangement for the addition of 100.000 tons to the oil fuel reserve in 
1928 is without prejudice to the further consideration of the questions before the 
Committee and. in particular, to the amounts to be added to the reserve in future 
years. y 

15. In view of the fact that in this matter the Admiralty have throughout 
been acting on the authority and in accordance with definite conclusions reached by 
the Committee of Imperial Defence, we suggest, if the Cabinet agree, that steps 
should be taken with a view to our being constituted as a Sub-Committee of the 
Committee of Imperial Defence, in order that our conclusions may be submitted to 
that Committee. 

SUMMARY O F CONCLUSIONS. 

16. Our conclusions and recommendations may be summarised as follows :— 
(a.) Without at this time reopening the question of the general policy already 

adopted, the amount to be placed to the oil fuel reserve in 1928 should 
be 100,000 tons, on the understanding that the Cabinet accept full 
responsibility for this decision: and that the arrangement for the 
addition of 100,000 tons to the oil fuel reserve in 1928 is without 
prejudice to the further consideration of the questions before the 
Committee, and in particular to the amounts, if any, to be added to the 
reserve in future years. 

(&.) That, if the Cabinet agree, steps should be taken to constitute us a sub
committee of the Committee of Imperial Defence. 

Signed on behalf of the Committee, 
BIRKENHEAD. Chairman. 

2. Whitehall Gardens. S.W. 1, 
February 20, 1928. 
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I circulate for consideration by the Cabinet a note prepared in my Department, 
on the question of the admission of Afghanistan to the League of Nations in 
continuation of the paper (CP. 34 (2S)) previously circulated in regard to our political 
relations with Afghanistan. 

m a, o !X?,I A,  0 \ ,  BIRKENHEAD. n16th February 192S. 

Question of the Admission of Afghanistan to the League of Nations. 

There seems some possibility that the question of Afghanistan^ admission to the 
League may be touched on in the course of the political discussions which are 
expected to he held during the King's visit. It would not be unnatural for the 
King to wish to obtain, as a result of his visits to European capitals, a formal and 
general recognition of the international status of Afghanistan such as admission to 
the League would afford. Again, apart from the contingent guarantees of security 
against aggression offered to signatories of the Covenant, Afghanistan might see 
advantage in obtaining the right to ventilate at Geneva grievances against Great 
Britain over disputes in which she is unable to secure full satisfaction through the 
diplomatic channels, particularly those relating to transit and frontier questions. 
Persia's declaration, following on the visit of a League Commission of Enquiry into 
opium production, protesting against the inequality of her Commercial Treaty with 
Great Britain and her recent note to the League regarding Bahrein will not have 
remained unnoticed by the Afghan Government. Moreover, they may think that the 
execution by Persia of the articles relating to neutrality in the recently concluded 
Perso-Afghau Treaty is rendered so problematical by her insistence on a declaration 
maintaining her obligations under the Covenant as to make it worth while for 
Afghanistan to secure similar freedom of action. Hopes may also/be entertained by 
the Afghan Government of securing cheaply through League agencyfinancial and 
technical assistance in the development of the country on modern lines. 

On the other side, it has to be borne in mind that there has not in the past been 
any indication of Afghan enthusiasm for the. League, and that, in fact, membership 
might not be of immediate advantage to Afghanistan fn the present orientation of her 
policy. In 1921, Sirdar Mahmud Tarzi referred to the question of Afghanistan joining 
the League in discussions with Sir Henry Dobbs and asked for our good offices. It 
was ascertained that Afghanistan should be advised to address a letter to the 
Secretary-General of the League making formal application for admission at the next 
Assembly, but nothing more was heard of this suggestion. After ratification of the 
Anglo-Afghan Treaty in February 1922, the text and the accompanying notes were 
sent to the Secretariat of the League for registration, in accordance with article IS of 
the Covenant, after the concurrence of the Afghan Government had been obtained, 
not without some difficulty in view of the restrictions imposed on Russian Consulates 
in south-east Afghanistan. Mr. Maconachie, Charge d'Affaires at Kabul, replying 
in a despatch of ISth August 1924 .to a circular despatch from the Foreign 
Cilice in which it was asked what attitude was adopted by foreign Governments and 
by public opinion towards the League and how League questions were dealt with, 
reported that the Afghan Government had not as yet evinced any particular interest 
in the League or shown a desire to join it. No League question appeared to require 
to be dealt with in the country and there was no private body enlisting public 
support for the League, lie mentioned a recent statement in an Indian newspaper 
which circulated in Afghanistan that " the League of Nations does not enjoy the 
confidence of Oriental or smaller nations, dominated as it is by the Allies and their 
representatives." He expressed the fear that in a country like Afghanistan, where 
European statesmen were usually credited with more astuteness than honesty of 
purpose, such views were likely to find general acceptance among tho educated 
classes. 

75 2.2S 



Since 192-1 there lias been no direct reference in despatches from Kabul to the 
Afghan attitude towards the League. But Sir Francis llumphrys, judging from 
private conversations with the King and the Foreign Minister, thinks it unlikely that. 
Afghanistan will apply for admission to the League while the United States of America 
remains outside. Moreover, it is probable that the relations existing between 
Afghanistan and two important non-member States, Russia and Turkey, would 
strongly militate against such a step. The obligations undertaken in the Afghan 
Treaty with Turkey in 1021 and in Neutrality Fact with Russia in 1020 are of an 
anti-League character. Relying on Turkish assistance in the reorganisation of the 
Afghan Army ami on Russia for a subsidy and other material assistance, the Afghan 
Government would hesitate to risk offending either party. If Turkey were to enter 
the League the position would be different; but Turkey has been stated to make her 
admission to the Council a condition of membership, and the Afghan people, whose 
vanity is at least as great as that of the Turks, might easily take the same line. Jt 
therefore seems improbable that an expression by the Afghans of a wish to join the 
League, if made in the forthcoming conversations, would be sincere. On the other 
hand, they may think it worth while to make tentative enquiries on the subject, with 
a view to eliciting from us what compensation would be offered to them for adopting 
the policy of the League. 

On the technical side it does not appear that there need be any great difficulty in 
securing Afghanistan's admission to the League. Under article 1 of the Covenant 
" any fully self-governing State . . . may become a Member of the League if its 
admission is agreed to by two-thirds of the Assembly, provided that it shall give 
effective guarantees of its sincere intention to observe its international obligations 
and shall accept such regulations as may be prescribed by the League in regard to its 
Military, Naval and Air Forces and Armaments." When the admission of Germany 
to the League was under consideration, the Sub-Committee appointed by the League 
to examine her qualifications dealt with them under the following questionnaire:— 

(1) Is the application of the German Government for admission to the League of 
Nations in order ? 

(2) Is the German Government recognised dc jure or de facto, and by what 
States ? 

(3) Does the country possess a stable Government and well-defined frontiers? 
(4) Is it self-governing ? 
(5) What have been the acts and Declarations of the German Government 

regarding— 
(a) its international engagements, and 
(b) the stipulations of the League with regard to armaments? 

(and on all these questions satisfactory replies were secured). In the case of 
Afghanistan (o) and (5) (a) might conceivably present some difficulty, but having 
regard to the ease wherewith States applying for membership have hitherto been 
admitted, e.g. Republics of Central America, in which U.S.A. Forces are permanently 
quartered, and Abyssinia, whose attitude in regard to slavery was at least under 
suspicion at the time, it does not appear that there would be much hesitation in 
admitting Afghanistan (in spite of the terms of her treaty with Russia and the 
Piparno incident) provided that her application were supported by the League States 
represented at Kabul. 

On general grounds His Majesty's Government could not but welcome the eventual 
accession of Afghanistan to the League, provided that this act could be interpreted as 
proof of her desire to be counted in future among the civilised nations whose foreign 
policy is conducted in the interests of international peace, and which can he trusted 
to fulfil the obligations as well as enjoy the advantages of membership. Indian 
opinion might also be expected to be favourable on the ground that the regular 
meetings at Geneva of representatives of India and Afghanistan on an equal footing
might contribute to the growth of more friendly relations between the two countries, 
and that their respective points of view on questions affecting Asiatic countries 
discussed at the League might frequently be found to coincide. It would also be 
reasonable to hope that the Afghan delegates, by mixing among the representatives of 
so many countries, might learn more modesty and gain a jester appreciation of the 
relative importance of their country in the councils of the world. But the mere fact 
that we have hitherto refrained from pressing Afghanistan to join the League indicates 
that these more obvious advantages to be derived from her accession do not exhaust 



all aspects of the question. It is thought that the following other considerations 
require to be examined :— 

(a) In Afghanistan itself it seems unlikely that membership of the League would 
be entirely welcome to tho conservative and ecclesiastical elements of the population. 
The constitution of Afghanistan, which has recently been brought to our notice, 
contains expressions of respect for the status of the subject, forbids slavery, provides 
specifically for indigenous education and promises justice for rich and poor alike and 
religious toleration for Jews and Hindus. But since its promulgation an Ahmadi 
missionary from India has been stoned to death in Afghanistan, and the Islamic 
principle of Qi/as, entitling the family of a person who has met death at the hands of 
another to take personal vengeance on the latter, has been applied against two 
foreigners who were not Moslems. It is difficult to believe that the upholders of the 
Islamic law in the country would readily exchange the personal prestige its exercise 
gives them for such enhancement of national prestige as Persia may be held to have 
derived from apparent conformity with the principles, of the Covenant. Thus from 
the internal point of view Afghanistan^ accession to the League might be unpopular. 
Implications, moreover, might be drawn from it by the nationals of States without 
an Asiatic connection which, if they chose to reside in Afghanistan, would be liable 
to be falsified, it has been no part of our policy hitherto to encourage Europeans 
to settle in Afghanistan, and though the prestige of His Majesty's Representative has 
been such as to assist the settlement of disputes between Afghanistan and other 
Powers regarding the treatment of their subjects, it would be most undesirable for 
India lo be called upon as a neighbour State Member of the League to exercise 
pressure on Afghanistan to ensure (he execution of an award under article 13 of the. 
Covenant. The Government of India expressed a somewhat similar apprehension in a 
telegram of 23rd September 1924 received during the discussion at Geneva of the 
Protocol lor pacific settlement of international disputes: their special anxiety being 
the risk of India being charged, as a result of having signed the optional clause of 
the Statute of the International Court, with the obligation of taking measures against 
an Asiatic country which refused to accept an arbitral award. In a further telegram 
of ISth February 1925 commenting on the Protocol as a whole, the following passage 
occurs:— 

" Proposals regarding arbitration, determination of aggressor and armistice may 
conceivably be workable and effective as between highly organised nations. India, 
however, has dealings with nations loosely organised and incapable of appreciating 
or working the complicated machinery lor dealing with or preventing hostilities. It 
would clearly handicap India gravely to have to abide strictly by rigorous oldigations 
under the Protocol which her less civilised antagonist would not, and perhaps could 
not, fulfil. On the crucial portion of our frontier we have a tribal belt nominally 
ours bnl responsive, especially during periods of tensiou, to Afghan intrigue, which 
would make an)- such arrangements as are contemplated by the Protocol impossible 
of application to our relations with Afghanistan. Afghan interpretation of an 
armistice in 1919 when Afghanistan held back its army, yet incited our tribes 
(potentially more formidable than any Afghan army), throws India's peculiar position 
into clear relief. Insidious hostility in this form would hardly be susceptible of proof 
to the satisfaction of a distant Council unversed in our frontier problems. Lven if it 
were, what control could a body of men in Geneva exert on forces in actual contact 
somewhere in the neighbourhood of our borders? In such a conflict with Afghanistan 
disregarding the League's orders, there would be no one to enforce them except 
India." 

The criticisms of the Government, of India were especially directed to the 
manner in which the Protocol sharpens the obligations of the Covenant in regard to 
measures for the prevention of war. 1 Jut they apply to a large extent to the situation 
in which India would find herself vis-d-vis Afghanistan under the terms of the Covenant 
itself after her accession to tho League. Situated as India is, with neighbours 
who, if they join the League, are to a large extent unable, even if they are willing, to 
carry out adequately the resulting obligations, it is inevitable, as matters are at 
present, that India should feel that further additions to tho ranks of the League from 
among her neighbours are apt only lo increase her responsibilities without bringing 
compensating advantages. It would appear to bo contrary to Indian interests that. 
Afghanistan should enter the League until it is more fully proved that her Government 
is strong enough and actually willing to execute her obligations under the Covenant. 



(6) Afghan island immediate external relations are, apart, from India, with Persia 
and Russia, with both of which countries she has entered into pacts of neutrality, in 
1927 and 1926 respectively, more or less on the model of the Agreement between 
Turkey and Russia binding the respective States to neutrality in the event or 
aggression by a third party upon either. The incompatibility or I be neutrality 
clauses of the Perso-Afghan Treaty with article 1(5 of the Covenant is mitigated by 
a Persian declaration recognised by Afghanistan that Persia intends to maintain 
unimpaired her obligations under the Covenant. In the event of hostilities between 
Persia and Afghanistan, from which JJis Majesty's Government could not whollv 
disinterest themselves, it is to be assumed that Persia, if Afghanistan were the 
aggressor, would appeal to the Council of the League and set in motion the 
procedure under which Afghanistan would he invited to accept the obligations 
of the Covenant for the purpose of determining the dispute. If Afghanistan 
became a member of the League she would be able to make a similar appeal in the 
event of aggression by Persia, but even as a non-member State Afghanistan would 
presumably be able, in such a case, to rely on the good oflices of liis Majesty's 
Government and on pressure being brought on Persia with a view to the prevention 
of war between the two countries. It does not, therefore, appear that India's 
commitments, so far as the relations between Persia and Afghanistan are concerned, 
would necessarily be increased by the latters accession to the League. 13y Russia, 
on the other hand, Afghanistan's application for membership of the League might 
be expected to be regarded as an unfriendly act and tho material benefits now derived 
by Afghanistan from that source might in eonsecpience cease to be supplied. The 
chance that Russia might commit an act of aggression against Afghanistan would 
probably be increased. Afghanistan, on the other hand, would be in a position to 
invoke assistance from the League in virtue of articles 10, 11 and .17 of the Covenant. 
Whatever precise obligations these articles may be held to entail, it would become 
obligatory for His Majesty*s Government to interest themselves in the dispute between 
the two countries. The movement of troops through Persia against Russia would, 
however, be justified under the terms of the Covenant, if intervention became 
necessary. It is already recognised that His Majesty's Government could not remain 
indifferent in any case to serious aggression by Russia against Afghanistan. On the 
other hand, if Afghanistan were not a member of the League at the time, it would 
be solely for His Majesty's Government to decide what constituted an act of aggression, 
whereas, if she were in a position to appeal to the League, it, would be necessary to 
accommodate the action of liis Majesty's Government and the Government of India 
to the views of the situation held by other States represented at Geneva, with some 
resultant loss of initiative. Since, however, India would be the one State in a position 
to render immediate effective assistance to Afghanistan, His Majesty's Government 
would, in practice, still be in a position to determine whether assistance was to be 
given by force of arms or otherwise. Thus, apart from Afghanistan's entry into the 
League increasing the risk of a conflict with Russia, it does not seem that it woxdd 
necessarily add to India's present commitments in this respect. 

Lord Lovat, in a recent note in another connection, has suggested that some of the 
Dominions might advocate our endeavouring to secure Afghanistan's admission to 
the League in order that, in the event of Russian aggression, she might claim the 
benefit of article 10 of the Covenant. It seems doubtful whether the guarantees 
afforded by tho Covenant would, in fact, give Afghanistan any expectation of effective 
assistance from any other qtiarter than the British Government. Even if measures 
of assistance were forthcoming from the League, they would probably fall to be 
carried out in the first instance by the Government of India. On tho other hand, 
it is important to bear in mind that, whereas so long as Afghanistan is not a member 
of the League intervention to protect her against Russian aggression would fall to he 
undertaken on the sole responsibility of His Majesty's Government or the British 
Empire, and would be certain to be misrepresented in many quarters as an act of 
wanton aggression on our part, this would no longer be the case if Afghanistan were 
a member of tho League. Our action would have international support behind il. 
This advantage may be considered to outweigh tho disadvantage, from a military 
point of view, of having to regulate the conditions of our intervention by the opinion, 
of the other Powers at Geneva. 

(r) Turning to Afghanistan^ relations with India itself, it has been suggested 
earlier in this note that some embarrassment might be expected to arise from. 



Afghanistan's inclination to ventilate her minor differences with us at Geneva. Tin' 
Afghans will he the more likely to do this because of their general attitude of 
dissociation from, if not hostility to, the Government of India, or because they might 
think that the raising of complaints against India would afford opportunif ies of driving a 
wedge between the British and Indian Governments, and incidentally of embarrassing 
their representatives at Geneva. A fruitful source of ininordisput.es with Afghanistan 
is to be found in the behaviour of the unadministered frontier tribes on the Indian 
side of the Durand line. Some of the indirect, methods employed by officers of the 
Government of India in controlling the tribes in default of taking the whole border 
into direct administration might be difficult to explain in the critical, but imperfectly 
informed atmosphere of Geneva, liaids into Afghanistan in pursuit of troublesome 
" IJadinash " who had misbehaved uu Indian soil and toleration of similar Afghan 
raids in our territory in preference to complaints through the diplomatic channel 
would be somewhat difficult to focus in the terms of the Covenant, and Afghanistan, 
as a newcomer, might be expected to liud an ear for grievances, real or imaginary, 
which would be less attentive to similar complaints from ourselves. 

Except for the advantages to be derived from having international support for our 
action if at any time we are compelled to intervene in Afghanistan against Russian 
aggression, the above considerations seem to be, on the whole, in favour of the 
postponement of Aighanistan's admission into the League until, on. the one hand, her 
own administration has reached a higher standard and her methods of diplomacy 
greater stability, and, on the other hand, we have carried further the work of 
pacifying and civilising the inhabitants of our own border. There would, therefore, 
seem no need for us to reverse our previous policy at the present juncture and go out 
of our way to suggest to the King of Afghanistan the desirability of his applying 
immediately for membership oT the League. 

It remains to be considered in what way any enquiries from the Afghan side 
should be met. Although there are some grounds for anticipating such enquiries, 
existing Afghan commitments with Russia and Turkey make it highly improbable 
that Afghanistan intends to apply for admission to the League in the immediate future. 
The forthcoming meeting of the Council at Geneva will, however, afford au 
opportunity for asking Signor Scialoja, M. Briand and Ilerr Stresemaun whether 
the subject has been broached by King Amanulla in the course of his visits to Rome, 
Paris and Berlin, it can then be hinted that. it. is doubtful v̂ hether the League has 
derived much advantage from the accession of Abyssinia, and whether it is a good 
plan to encourage the admission of such semi-civilised Slates until the authority 
of their central government over the country as a whole has become more firmly 
established. It may be assumed that the Afghans will not in any case 
try to secure admission unless they arc sure of the support of some, at any rate, 
of the Great Powers. There seems no reason why we should give the Afghans 
ground to suspect that His Majesty s Government in particular are imeiitlmsiastic 
about their admission. This might in fact stimulate their wish to join, 
while if it came to be known to the more extreme advocates of extended 
membership of the League in this country that we were dissuading Afghanistan 
from joining, the consequences might be embarrassing. The best course for His 
Majesty's Government to adopt, if approached on the subject would seem to he to 
inform tho Afghans, as in 11)21, that, the correct, procedure for the Government of a 
State desiring admission to the League is to address a letter to the Secretary-General 
making formal application for membership. If the Afghans were to ask definitely 
what, chance they stood of securing from the League material assistance, e.g. in the 
form of a reconstruction loan, sufficient to compensate them for sacrificing the material 
assistance which they now receive under the Russo-Afghan Treaty, 1921, it. might, be 
desirable1 to say that we could not answer this question, which was one for 
examination by experts, but that hitherto it had been impossible for the League to do 
more than promote the raising of loans for reconstruction fully secured on the realisable 
financial and economic assets of the country concerned. On the whole, however, it. 
seems best that His iMajest.y's Government should avoid saying anything in the 
conversations with the Afghans liable to create the impression that we have any 
positive wish to discourage Afghanistan from applying for membership of the 
I ibague. 
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TRADE OUTLOOK. 

Memorandum by the President of the Board of Trade. 

I circulate, for the information of my colleagues, a record 
of the meeting of my Advisory Council held in February. 

On the whole, earlier forecasts of reasonable progress 
appear to be justified. A number of industries producing what one 
may call consumers1 goods continue to be satisfactory, and food 
industries report better trade. Progress in rubber manufactures 
and in chemicals is maintained. 

Turning to the industries which are less satisfactory, there 
is not much change. Steel production has been maintained at a 
fairly steady level, but orders are uncertain. There has been a 
great deal of talk about the advantage which the.-1 steel trade will 
reap from shortening of hours and raising of wages in Germany; but 
it must be remembered that the bulk of the very high imports come 
not from Germany but from France, Belgium and Luxemburg. A con
siderable effort has been made to establish an export selling 
organisation in the steel trade, but it is difficult to get agree
ment between manufacturers on the coast end manufacturers inland. 

The motor industry appears to be sagging, and the falling off 
in that industry is reflected in the slackening of orders among 
its auxiliary trades. In non-ferrous metals, prospects are 
reported to be fair and considerably better than would appear from 
the immediate market conditions. Both shipbuilding and engineering 
report some unwillingness to place orders pending a settlement of 
the demands for increased wages. It is, however, to be noted 
that the tonnage under construction in the last quarter of 1927 is 



satisfactory, both in the volume of work under construction 
here and in the relation of that volume to the world total 
construction. 

The worst news is the insane decision of the spinners 
of American cotton to determine their vmge agreements and 
claim a reduction of wages and an increase of hours. It is 
difficult to understand how anyone in their senses can ask 
for an increase from 48 to 54 hours /hen they are at present 
working 52, and .vhen thin section of the trade refuses to 
consider any effective consolidation of mills so as to run 
full time in a smaller number of mills. It is particularly 
unfortunate that this mischievous move should have been made 
at a time when the Manchester Chamber of Commerce had 
organised a comprehensive investigation of the whole position 
of the cotton industry, from the purchase of rav cotton to 
ultimate sales in foreign markets, and had secured as parties 
to thia inquiry some of the most competent men in all sectionR 

of the trade. The action of the American, spinners came as a 
complete surprise to the Joint Committee of the Chamber. It 
came, moreover, at a moment when the Joint Committee were 
trying to arrange for representatives of the workers to be 
associated with their inquiry. 

P.C.-L. 

Board of Trade, 
17th February, 1928. 
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RAID.?AY ROAD BILLS. 

THE PRESIDENT observed that he had been a little surprised 
at the report of one Committee that had appeared on the question 
of these Bills, because, looking at the matter simply from the 
traders' point of view, it seemed to be of the greatest impor
tance to get railway rates lowered, if possible, and certainly 
to prevent them going up. Consequently, anything which enabled 
the railway companies to earn more money ought to be looked 
upon as a safeguard in respect of the railway rates v/hich traders 
had to pay, provided always that reasonable guarantees were 
forthcoming that if the railv/ays lost money on ancillary under
takings, that loss would not be brought into account in claiming 
an increase in their rates. It must be to the interest of the 
railway companies to use their ancillary services to help them 
carry more and not ̂ less traffic on their lines, because over
head charges on their railway undertakings remained at a con
stant level. Suppose the railway companies were refused the 
power to act as road carriers, even on condition of not bringing 
any loss on their road traffic into aocount against the railway 
rates, and suppose they were refused this power largely on the 
demand of the traders, what possible answer could the traders 
make if the railway companies continued to lose revenue and then 
went to the Rates Tribunal for an increase in rates, and said, 
"if \i6 had been allowed to carry some road traffic this loss 
would largely have been averted"? Was it not in the traders1 

interests that the railways should have the wherewithal to 
compete with other forms of transport, and that there should be 
a prospect of a reduction of their rates, 

) 
SIR ARTHUR 3ALP0UH said he was perfectly clear in his own 

mind that, with safeguards, the railv/ays ought to be allowed to 
use the roads, and he was a little surprised at the general 
attack that had been made on the BI113. He thought, however, that 
there was a fear amongst traders and the public that if road 
transport got too much into the hands of the railways the people 
occupied in it would be drawn into railway trades unions, and 
that if it at any time the country had to fight a great strike 
they would be too dependent on those unions. After all, the great 
strike, and all transport strikes during the last ten years, had 
been beaten by road transport. 

SIR STANLEY iiACHIH had always taken the attitude that not 
only have the railways a reasonable right to run on the roads, 
but with proper safeguards it could be arranged to the benefit of 
the traders. The railways had a revenue to earn and unless they 
were allowed to adopt the most up-to-date means of earning that 
revenue, those goods which, were compelled to go by rail, the 
heavy goods, steel and coal e t c , must in time be called upon to 
make up for loss of revenue which v/ould be caused by the in
creasing road traffic v/hich the railways v/ere preventing from 

-1



undertaking. A fear existed in the mind of traders, who 
remembered what happened in connection with the canals, that 
something in the form of a monopoly might be assumed by the 
railway companies, which would be a very serious thing. But, 
given proper security as to monopoly and as to tne adjustment 
of rates, Sir S. -wachin felt that it was fair, and in the long 
run would be to the benefit of traders generally, that some 
arrangement should be made. 

LORD GAIi*FORD explained that he was in rather a difficult 
position, because the Federation of British Industries had had 
a report from their Transport Committee which nad been putlish
ed, but the Committee's view had so far not'been ratified by 
the Council of the Federation, They were meeting that, after
noon and the whole matter would be very carefully considered* 
His own feeling, as distinct from the vxev/s - not yet 
collected - of the Federation of British Industries, was that 
there was a great deal cf substance in what the President had 
said, that if we could only add tD the resources of the 
railway companies, we should enable them not merely tc pay an 
adequate return tc the investors, but also to reduce their 
rates and help industry.- There was a great deal of sympathy 
with the railway companies in the fact that they were called 
upon to pay as companies very larg- sums of money for local 
rates, while they were not allowed as companies to take 
advantage of a greet deal of their expenditure which went for 
the repair and maintenance cf roads. But, on the o th3 r hand, 
one had to look at tho railway companies from the point of view 
of what they had recently been doing? Taking an illustration 
In his own firm, he mentioned that owing oo the action of the 
railway companies in imposing high railway rates more than to 
anything else, the output of their collieries in the County of 
Durham, which were on the west side of Durham and some way 
from the seaboard, had been reduced from 60/000 tons a week 
to SO,000 tons a week  The railway companies had recently, c

In spite of everything that the traders had urged, Increased 
their rates. They had thereby forced a certain amount of their 
traffic on to the roads, and away from themselves, and thfey 
were now trying to regain that traffic by seeking further 
powers from Parliament. Lord Gainford's own view of the 
policy of the railway companies was that by reducing railway 
rates they would have given increased facilities to the public, 
they would have increased the volume of traffic, helped unem
ployment, diminished local rates, added enormously to the 
amount of production in this country, and stimulated exports. 
They had pursued exactly the opposite policy, and that policy 
they had justified on the ground that they could raise more 
money by raising rates for the benefit of their shareholders. 
In his judgment that had been disastrous for industry. 



There was nothing in the Bills which the railway com
panles were presenting to Parliament to prevent them driving 
competitors off the roads by undercutting them for a period. 
They had resources which would enable them to do it. An 
enormous number of traders, as well as Individuals connected 
with motor transport traffic, had spent large sums of money 
in developing road transport. If they were to be driven off 
the roads by competition from the railway companies, there 
was nothing to safeguard the public against the railway com
panies doing one of two things, either to make the public pay 
more for the use of the roads, or to drive them on to the 
railways where the companies could still secure a monopoly. 
It was true the Companies said they had no intention of doing 
either, but under the powers of the Bills they might do it, 
and therefore the public and the industries of the country 
ought to be safeguarded. 

The railway companies had approached the Federation of 
British Industries through Sir Josiah Stamp, and Lord 
Gainford hoped that the outcome of their discussion that 
afternoon would be that a Committee would be appointed to 
try to arrange with the railway companies clauses to safe
guard the interests of the public These might contain some 
safeguards such as those already secured In the Bill passed 
through the Irish Free State Parliament, which prevented a 
railway company from entering into competition with traffic 
already working on a road to the satisfaction of the general 
public. The question was determined by the Minister who 
uas responsible to Parliament. The Railway company only 
get in where, In the opinion of the Minister, it could 
justify a case for supplying a public need. That was 
perhaps not exactly practical in this country, but they 
might proceed to discuss something on those lines with the 
railway companies. 

SIR ARTHUR BALFOUR suggested that certain other 
suggestions drawn up on a previous occasion by the Association 
of Chambers of Commerce, in consultation with the railway 
companies, In connection with a proposal for a general 
inquiry Into transport, might be considered by the Federation 
of British Industries. 

TIE PRESIDENT welcomed the proposal for a joint consider-r 
ation of safeguards by the Federation of British Industries 
and the railway companies. On the question of a general 
enquiry into transport, he considered that, while there might 
be a good case for such an inquiry, It would be unfair to 
allow it to postpone a decision on the very important question 
of whether the railway companies should run on the roads. 

MR. 'VTARHAM observed that the Transport Committee of the 
Mining Association were of opinion that the Bill of the rail
way companies ought to be opposed. They felt it was the 
first duty of the railway companies to rndce their railways 
efficient j that the high costs and the high wages paid on. 



the railways compared with those in the heavy industries 
of the country was one very important factor in the 
situation, and to enable them tog-jontothc roads at the 
present juncture was not going to help to get down railway 
rates. The Mining Association felt that the railways 
ought to be put to the test in bringing their own business 
Into the closest relation with the real competitive in
dustries of the country. The Association also felt there 
was a danger that all these transport workers, by going into 
the National Union of Railwayrnen, might cause trouble later 
on. They had, however, appointed a Committee to go Into 
the matter very closely before coming to a final decision. 

-

MR. AYKROYD believed the interests of the country would 
be served if the railways were given power to go on the roads. 
He could not help feeling that people allowed prejudice to 
outweigh judgment in this matter. There were millions of 
trustee stock invested in railways, and it was to the 
interest of the country as a whole to see that those rail
ways paid. It would help to bring the rates down if the 
railways were allowed to run on the roads. In his own dis
trict the mails in the morning were not now brought into the 
country by rail, but by a Ford van; the milk was all deliver
ed to the towns by road, and they found in some of the remote 
districts in Yorkshire that they were beginning to use the 
railway stations alternately. All this capital was lying 
idle and producing nothing. Hull, for instance, was a large 
port for goods coming from New Zealand and Australia. His 
own firm for six or seven years had brought nothing from 
Hull Into Bradford on the railway; everything had been brought 
by road. That had been because of the high railway charges. 
If these had been on a lower basis they would by all means 
have used the railways. One public safeguard lay in the 
fact that If we had difficulty with the railway companies 
because they tried to create a monopoly, it would be the 
easiest thing in the world for combinations of firms to run 
fleets of motors and break that monopoly. 

The time had now come when we must as a whole set our
selves to assist the railways. On the other hand, the 
railway companies were lacking in enterprise. The carriage 
of a sheep or a lamb cost as much as the animal itself. 
That was the sort of thing that agriculturists had been suffer
ing; they could not move stock because it was doubled in 
price. Accordingly, they were setting up their own means 
of transport and the railways were losing traffic they would 
never get back. 

MR RICHMOND was, personally, of opinion that it would 
certainly be to the advantage both of the railway companies 
and the community that the former should have power to 
operate on the roads, but it would be very important to 
make some provision as regards conditions of employment, so 
as to prevent the possibility of a stoppage in an emergency. 
That ought to be safeguarded as it was with regard to 
attendance in electricity stations. 



SIR JOHN THORNYCROFT considered that the motor manufacturars 
would support the Bills provided there were guarantees that the 
railway companies would not seek eventually to make all the 
motors themselves, not only for their own use but, as had 
happened in the case of one of the transport organisations 
in London, for other users as well. There appeared to be no 
foundation for the fear that, in the event of a big strike on 
the railways, the effect of the companies having road services 
as well would make the position worse than It was in the last 
strike. The vehicles which ran during the strike were driven by 
non-unionists. Vvhether it were the railway companies, or 
whether it were other employers, who had got union drivers on 
the road, those men would not continue working, and the country 
would have to depend on non-union drivers and on volunteers. 

It was thought that the railway companies should be given 
an opportunity of closing down a number of their branch lines in 
districts which could be much better served by road, and some of 
their light railways which we knew they ran at a loss. The 
people who might perhaps feel a grievance were transportation 
companies rather than the ordinary users of roads, - transporta
tion companies running, for instance, between London to 
Southampton and competing for passengers with the railways. 
Those were the people likely to be hit and not the legitimate 
transport interests. 

SIR S. PETTLR explained that he spoke for himself, as the 
matter had not yet been debated by the Council of the British 
Engineers' Association. In his opinion it was vital to the ^ 
manufacturers of this country that the railways should pay, qua 
railways. There was a danger, if the railways were going on 
to the roads, that they might seek the prosperity of their 
companies from the road3 to the detriment of the railways. 
Every manufacturer situated at any distance from the coast was 
very seriously prejudiced vis-a-vis continental competitors 
because of the railway rales charged for conveying his goods to 
the ports. He considered that the railway companies ought to 
make their business pay as railways without help from any road 
transport service. It was quite conceivable the railways might 
make a lot of money for their shareholders if they went into 
the multiple provision business or the artificial silk industry, 
but we wanted an efficient and cheap railway transport system, 
especially for long distance traffic. He, personally, viewed 
with some apprehension the diversion of railway managers' 
energies and efforts from making their railway systems 
efficient to getting their profits out of the roads. 

MR. LEE observed that this matter came up for discussion 
at a meeting of the Board of the Manchester Chamber of Commerce 
the previous week, when it was decided that the Bills should be 
approved, but with a certain number of precautions. There 



was one point which was not put into the minutes but which ran 
very much through the whole discvission, and this was that if the 
Bills were passed, or indeed if they were not passed, it would be 
very desirable to have some general enquiry on road transport in 
the country. It was felt that too much of the heavy transport of 
the country was being diverted to the roads, that the roads were 
gradually being made impassable, and that an enquiry should be 
made Into the whole question, quite apart from the railway road 
bills. 

MR. VYL3 felt that it was very difficult to get at any 
combined or concentrated opinion upon this matter. It was highly 
controversial, and it had been debated by the Association of 
Chambers of Commerce, with considerable emphasis on both sides. 
Generally speaking, he thought that the view held was that as a 
matter of equity the railway companies should be allowed to take 
up road transport, but that they must by reason of their 
monopolistic character svibmit to certain restraints. It was not 
clear, however, what real help this was going to be to the 
general user of transport, and that was why a strong opinion had 
been expressed that the question of co-ordinating all systems of 
transport, including roads, rail, canals, and coast-wise traffic, 
should come under review, so that out of it all we could get a 
more efficient system of transport than we had at the present 
time. From the point of view of general efficiency, it seemed 
wrong to leave the railways in a semi-idle state and to do seme
thing which would add still further to the, great congestion on 
the highways. If the railway companies would apply their minds 
to finding out how they could use their existing resources for 
the public benefit at much cheaper rates, and make it well worth 
while for traders to send their sttiff by raiL they would achieve 
the end they really had in view. Personally, Mr. Vyle could not 
see that they were going to Improve their earnings by entering 
into the fierce competition that they would have to face with the 
road transport as already set up. 

MR. HILL remarked that the chemical trade had had to cope 
with special regulations for the carriage of their goods by 
railway companies, and with a very restrictive classification 
and high rates. Road transport had been the only solution to 
that problem, and naturally the chemical trade viewed with 
disfavour any extension of railway companies' powers unless that 
would mean a diminution of restrictions or a diminution of rates. 
The Council of the Association of British Chemical Manufacturers 
was meeting the next week to consider this matter, and they 
would have tho benefit of the views of some roprsaentatives of 
the railway companies, members of the Council, at that meeting. 



COAL. 

MR. S7ARHAM stated that the output of coal in the United 
Kingdom for the last two weeks in December and the first week 
in January had been considerably lower than for the same period 
of 1925/26, being over three quarters of a million tons less. 
For the week ending January 14th, however, the output had been 
5,279,000 tons, being 100.8 per cent of the March 1925 weekly 
average basis, but lower than the corresponding period in 1926 
when the output was 5,460,800 tons. The number of persons 
employed in the industry for the week ending the 14th January 
was 85.9 per cent calculated on the same basis. Unemployment 
for the month of December showed some improvement, being 17.3 
per cent as against 18.5 per cent in November. 

The quantity of coal exported from this country in 
December was 3,886,405 tons as compared with 4,126,745 tons in 
November; the value was £3,124,874 or 16s.Id average price per 
ton f.o.b., being a fall in value of sixpence per ton compared 
with the previous month. The exports from the United Kingdom 
to Scandinavia showed a further fall, being 377,000 tons as 
against 468,000 tons in November; Italy and Spain also showed 
considerable falls compared with November - Italy 450,000 tons 
as against 562,000 tons; Spain 139,000 tons as against 230,000 
tons. On the other hand, exports to Germany had increased from 
385,000 tons to 445,000 tons in December; to Belgium and 
Holland from 326,000 to 345,000 tens, and to France from 
713,000 to 761,000 cons. The total exports ? -oia the United 
Kingdom for the last year had been 51,149,193 tons as compared 
with 73,400,118 tons in 1913 and 50,817,118 tons in 1925, a 
slight increase on 1925, but 22, millions down as compared with 
1913. 

The average pit head price per ton of commercially 
disposable coal in the United Kingdom fell during the year 1927 
from 18/7.90 in January to 14/0.11 in October. The output of 
coal in Germany, France, Saar and Belgium was slightly less 
than in October, but Poland showed a slight increase. 

The coal trade seemed always to be in some political 
turmoil nowadays, and in addition to import restrictions in 
various countries, it was now faced with an arrangement between 
Italy and Germany by which Italy proposed to take, in coal, all 
reparations due to her in kind from Germany. The reason given 
for this was that the Italian Government were not desirous of 
importing, on account of reparation, goods which might oompete 
with other Italian products, and had decided, therefore, to 
import coal instead. It was understood that an arrangement had 
been come to between the Banca Coramerciale Italiana, the 
Italian Government, the German Government and the German Coal 
Syndicate, and that a Company had been formed called the 
Asienda Nazionale Consumatcri Carbone S.A. to dispose of this 
coal in Italy. This Company had also been appointed agent for 
the German Tfestphalian Coal Syndicate, except for the sale of 
coke and anthracite. The Mining Association were informed 
that contracts had been made for the transportation of the coal 
in question - five million tons for 1928 and six million tons 
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for 1929. This constituted a very grave menace to the British 
coal trade, and he inquired if it were not possible for some 
diplomatic action to be taken. 

The other difficulty was the restriction upon the import 
of coal into Germany, owing to the German system of licences. 
In 1913 we had exported nine million tens of coal to Germany; 
in 1927 we exported less then four and a quarter million tons. 

THE PRESIDENT, replying on the question of the Italian 
arrangement, said that the highest legal advice had been taken 
at the earliest opportunity, bat there was, he was sorry to 
say, no case whatever that could be made either under the 
Treaty or under the London Agreement. It was entirely within 
the competence of the two parties to do what had been done. 
Therefore we could not give cur delegate on the Reparations 
Commission instructions to opooso an arrangement which any 
international Court would at once declare to be valid. He had 
discussed the matter with the Foreign Secretary, who had agreed 
that if he saw any opportunity of bringing the desired pressure 
to bear on Italy in some other way, he would do so. 

With regard to German import licences for coal, the 
President explained the position under the Anglo-German Treaty, 
and suggested that the Mining Association had better discuss the 
matter with Commodore King, if there was any instance of 
licenses being refused. 

LORD GAINFORD reported that the demand for coke in 
Cleveland and even on the West Coast was somewhat better, and 
consumers were more inclined to purchase for forward delivery. 
In regard to coal, the price for unscreened in the middle of 
the month had hardened to 14/-, but had dropped slightly since 
then. There was no change in the price of manufacturing coal, 
and household coal was still in fair request. 

IRON AND STEEL. 

LORD GAINFORD stated that British steel works throughout 
the country were really short of work. The majority were 
working on short time and buyers still appeared to be holding 
off. The German steel makers had increased their price for 
steel sections by 3/- and 5/6d per ton for Basic Bessemer and 
Open-Hearth steel respectively, but there was still a 
difference of 35/- between the German price and our own, and 
therefore it was unlikely that this alteration would interfere 
with the consumption of foreign steel in this country. He had 
had some statistics recently taken out about the cost of labour 
in the iron and steel trade in Germany and in this country. 
The average cost of skilled and unskilled labour in the iron and 
steel trade in this country was 6l/- per week per man employed. 
In Germany the skilled men averaged 45/- and the unskilled 
3l/9d. Belgium was more or less the same as France, and France 
was about fifty per cent lower than ours. When the longer 
working hours in those countries were also taken into account. 
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it showed how much we were handicapped in regard to the cost 
of labour in the production of our steel. In the production 
of the raw materials there was no doubt a similar variation. 

Imported iron and steel, during the month of December, 
amounted to 281,000 tons oompared with a monthly average for 
1927 of 370,000 tons. An analysis of the December figures 
showed 5,000 tons of basic pig iron mainly from France, 10,800 
tons of foundry iron from Belgium and other countries, and 
5i,600 tons of semi-finished steel. The exports of pig iron 
during December amounted to 38,116 tons compared with a 
monthly average, during 1327, of 19,639 tons, so that our 
exports of pig iron had been going up and our imports had been 
going down. Those figures were satisfactory so far as they 
went. 

MR BOND wrote - "The production of pig iron in December 
amounted to 559,100 tons compared with 575,900 tons in 
November. The December production brings the total output for 
the year up to 7,293,600 tons; this compares with 2,458,200 
tons in 1926, when production was curtailed on account of the 
coal stoppage, and 6,261,700 tons in 1925. Steel production 
in December amounted to 604,900 tons, the decline of 93,800 
tons compared with November being largely due to the Christmas 
holidays. The total output of steel amounted to 9,098,900 
tons for the year. Steel production thus slightly exceeded 
(by 31,600 tons) the output of 1920, which was the previous 
post-war highest. 

"At first sight the figures compare favourably with those 
of recent years; it is only when the figures are looked at in 
more detail that the reason for the dissatisfaction with the 
present position is seen. It will then be seen that the 
production of pig iron reached its maximum in Jvfay at 720,100 
tons, since when production has been continuously declining 
to the 559,100 tons of December, and that steel production 
reached its maximum as long ago as March when 949,600 tons 
were produced. Further, although the rate of importation cf 
Continental material steadily declined throughout the year and 
the December figure of 2SC,500 tons was the lowest for the 
year, yet this figure is 44,500 tons higher than the average 
rate of importation in the first three months of 1926, and 
nearly 100,000 tons in excess of the average monthly import in 
1913. The imports for the whole year amounted to 4,406,100 
tons and were the largest ever recorded, exceeding even those 
for 1926, the year of the coal stoppage, by nearly 700,000 
tons. For the first time in a year when there was no disloca
tion of home production on account of a strike, imports 
exceeded exports, and this by the substantial total of over 
200,000 tons, even though exports (4,199,700 tons for the year) 
were higher than in any post-war year, except 1923 when they 
were stimulated by the Ruhr occupation. Prices steadily 
declined throughout the year, the Board of Trade index number 
for iron and steel being 127.8 in January and 113.6 in 
December (1913*100). 
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"In spite of the optimistic tone which is adopted in some 
quarters with regard to the outlook for 1928, it is very 
doubtful if the January production of pig iron will exceed 
that of December, and, although steel production ought to be 
in excess of the December production, since the December 
output was interfered with by the Christmas holidays, it is 
unlikely that the January output will exceed that of October 
and November. In many districts a hopeful tone is said to 
prevail, but it is admitted that the actual volume of business 
placed is not large and that work is still rather of a hand to 
mouth character, and works are everywhere working at very much 
below capacity. Makers act up to their belief that some 
improvement is imminent, by keeping prices firm, and on the 
North coast there is some talk of a slight increase in pig iron 
prices. On the other hand business in East coast hematite is 
said tc be unprofitable. Reports from Scotland, Lancashire 
and South Wales definitely state that there is no improvement. 

"German prices have risen as a result of the arbitrators' 
award in the wages and hours dispute, but an analysis of the 
imports into the United Kingdom in 1927 shows that only about 
10 per cent, of the imports came from Germany, and although 
it is believed that this an under-statement, it is true that 
it is not German prices, but Belgian and French, which affect 
this market." 

MR. PUGK wrote : 
"The returns of trade for the past year are now available 

and show a steel production of 3,098,900 tons. This was only 
exceeded during the last two years of the war, when the output 
reached 5,716,544 tons in 1917, and in 1918 ' - 3,539,439 tons. 
It amounts, moreover, to over 1,435,000 tons in excess of the 
highest pre-war output of 1313 when the productionvsas 7,663,676 
tons. It is interesting to note, however, that the 1S13 out
put represented 10.2C;. of -world production whereas that of last 
year was only 3.l£ of world production. The year's production 
was swollen in the first half of the year by the working off of 
arrears that had accumulated during the mining dispute, and 
whereas in the six months ending June the production was 
4,389,100 tons, it dropped to 4,103,800 tons in the six months 
ending December. 

"There was a substantial increase in exports of iron and 
steel in 1327 as compared with the last normal year, 1325, the 
figures being:

1325... 3,731,036 tons. 1327... 4,193,755 tons. 
On the other hand there was a much more substantial 

increase in imports, the figures being 
1325... 2,719,715 tons. 1327... 4,406,125 tons. 
The year ended with an unemployment figure of 14.1). in 

the pig-iron trade, and 22.7',- in the heavy steel trade. 
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"As regards the present trade prospects, the view of the 
Iron and Steel Trades Confederation is that, so far as concerns 
the heavy steel trade, the production for the second half of 
1927 may be taken as a measure of a fairly stable demand for 
the current year. There is nothing in the present outlook 
which appears to carry the promise of a larger volume of 
trade, neither is there anything to suggest a setback. A 
similar rate of output would give this year a production of 
over eight million tons of steel. This would be an improve
ment on recent years, but it is not enough spread over a 
productive capacity of from 12 million to 13 million tons. It 
would leave the industry with an unemployment percentage of 
from 20 to 25, with furnaces and mills working intermittently 
and with a considerable quantity of plants entirely out of 
operation. That there is now a larger demand for steel 
products than before the V/ar is undoubted. On the most 
conservative estimate world production has increased in the 
last fourteen years by over 20 million tons, yet Great 
Britain's relative production is less than in 1913. The 
United States of America has greatly increased her internal 
trade, partly at the expense of her exports; Germany, since 
the Continental Steel Cartel was agreed upon, had done the 
same. Both these countries have sacrificed some of that 
portion of their trade in which prices were forced down to a 
minimum of profit, and both have concentrated on the more profit
able home market in which - the one by tariffs and the other 
by the terms of the Cartel — they are more protected from 
external competition. 

"The tinplate industry has recently made considerable 
recovery after a bad time extending over most of the year. In 
March last it had only 5£.' of unemployment. From that date the 
figure rose week by week until in September only two-thirds 
of the operatives were employed. In November an agreement was 
come to affecting over 90^ of the trade. trices were stabilised 
and output restricted. Prices have since improved and condi
tions generally are better than they have been for some time. 
The latest figures published of galvanised sheet production 
showed a falling off in October, as compared with September, of 
6,000 tons. January reports are that the trade shows no sign 
of improvement and that business is slow. The exports of 
galvanised sheets -were:- October, 1927, 66,700 tons; November, 
1927, 65,277 tons and December, 1927, 52,069 tons. 

Generally speaking, there appears to be a more healthy 
tone with regard to the prospects of the iron and steel trades 
than has existed for the past 5 years." 

SPSEL. 

SIR ARTHUR BALFOUR considered that, in general, the 
special steel trades, the high class steels, were not in a 
satisfactory condition. Motor car steel, which now bulked 
very largely in tho Sheffield trades, was not at all favourably 
placed. As far as could be judged in Sheffield, there was not 



STEEL (CONTD.). 

as large a purchase of motor cars in thi3 country now as there 
had been last year. The heavy steel trade was also in a poor 
way; the mills and forges in Sheffield were working three, 
four and five days a week instead of six. 

As regards the export trade, that with the United States 
was dying rapidly, that with Canada and New Zealand was s 

uniformly good. Australian business was in a very upset condi
tion, owing to constant alterations of the tariff. In Japan 
the. financial situation was still very difficult. We were doing 
very little trade, and only just managing to hold on. In 
Chins v/e were still doing a fair trade; they were still buying 
and still paying. The really bright spot was -South America 
whejre our traders were getting a really good foothold in 
competition with Germany and other countries, and this was 
really saving the situation. European conditions were not 
goocL Generally speaking, in the special steel and speoial 
tools trades, our prices in France were about 60f. too high, 
owing to the tariff and the exchange, and we really could not 
compete there at all. 

THE PRESIDENT remarked that this country had got the most, 
she could from the French by negotiation, but could not, of 

course, prevent an increase of duties, including a considerable 
inorease on machinery, which might, however, be adjusted under 
most-favoured-nation treatment as the result of French negotia
tions with Switzerland. But a despatch had been sent to the 
French Government based not on the detailed negotiations which 
had taken place, but on the Economic Conference at Geneva. We 
had said to them, "You took an active part in the Conference, 
and you were parties to the conclusion that the time had come 
for beginning a general reduction of tariffs. Here are the 
first fruits, - a tariff of your rs which provides for a large 
increase in many respects. Where do you stand? There are a 
good many people in this country whose attitude is going to be 
determined by whether other countries do or do not follow a 
lead which we have consistently given, and a lead which we took 
at Geneva. Does Geneva mean anything or does it not?" One 
could not say what the effect of the despatch would be. 

SIR ARTHUR BALFOUR was certain that that was a good move. 
With regard to Spain, the Council knew that endeavours were 
being made officially to form internal rings in the steel trade 
in Spain, and if these endeavours were successful our traders 
would be put out of business there completely. It was doubtful, 
however, whether they would be successful. 
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The home trade in special steels was good. There were 
many more orders last January than in January 1927, in 
spite of the delayed orders in 1927 following the coal 
strike. There was a great deal of hope in the trade in 
Sheffield, perhaps even more hope than orders, but a 
considerable trade was being done. 

Foreign steel manufacturers - Austrian and Czecho-
SloyaidLan - who had had works in Sheffield before the war, 
were now coming back there again. They found that under 
their conditions, which were easier than ours in regard to 
cost of social services, they could manufacture steel 
abroad and bring it to Sheffield. They formed English 
companies, of course, and worked in Sheffield from a 
Sheffield address, and did an export trade from there 
better than they could from their own country. 

NON-FERROUS METALS. 

SIR CECIL BUDD wrote:
"During January conditions in the metal markets 

have been quiet, and disappointing possibly to those who 
had pitched their expectations too high, but I do not feel 
it necessary to modify the views which I have expressed at 
the last two meetings of the Council to the effect that 
there is more work on hand and in prospect than has been 
the case for some time past. The work is unfortunately 
unevenly distributed, and not in all cases, I fear, 
profitable, but I still feel that a restrained optimism is 
justified. 

"A development worth mentioning is the acquisition 
by Imperial Chemical Industries Limited of the share 
capital of Elliotts Metal Company and the British Oopper 

^ Manufacturers, which were amalgamations of large copper and 
"brass manufacturing concerns; and these, in addition to 
the works already controlled by the Imperial Chemical 
Industries, represent a fusion of a very important 
proportion of the copper and brass industries of the 
country. I understand that further acquisitions are the 
subject of present negotiation, and I regard this 
development as having the possibility of substantial 
advantage to the maintenance of these trades In this 
country". 

ENGINEERING. 

MR. RICHMOND observed that it had been agreed that 
hie report to the Council should cover marine engineering 
throughout the United Kingdom, together with general 
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engineering in Scotland; he would, therefore, divide hi3 
report Into two parts. As to marine engineering, there had 
been a distinct lull in "business since the beginning of the 
year, very few contracts had been placed and none of these 
had been of any great importance. The distribution of the 
destroyer programme by the Admiralty had been anxiously 
awaited and would probably be known within the next day or 
two. That would certainly provide a fair amount of work 
to take tho place of that which was rapidly nearing 
completion. Possibly one of the factors that had delayed 
the placing of new work was the wages question, both in the 
engineering shops and in the shipyards, The engineering 
wages agreement, dating from 1st August last, gave a rise of 
2/- a week to plain tine workers, and that agreement had just 
expired. The engineering unions had now decided to apply 
for an advance of 8/- to plain time workers and an 
equivalent advance to piece workers, A Joint conference 
would take place shortly when this matter would be negotla
ted. On the shipyards' side the unions were advancing a 
claim for lo/- a week increase, and until both those 
questions were got out of the way there would be a oertain 
hesitation in placing new contracts. The outlook on the 
whole was not very promising at the moment. 

V/ith regard to general engineering in Scotland, the 
machine tool trade reported a much better tone and some 
quite good orders. In steel constructional work a large 
order had been received for the steel towers for the 
transmission lines for the Central Scottish Electricity 
Scheme, A fair number of new orders were being placed for 
railway equipment and new locomotives; and, as the Council 
were aware, twonty-nine locomotives for South Africa had 
been ordered from the North British Locomotive Company, 
Further, the tender of a Glasgow firm had been accepted for 
erecting a sugar refinery in Portuguese East A f r i c a at a 
cost of about £300,000, There was altogether a better 
feeling throughout the Scottish general engineering Industry 
and if the wages question were once settled for a period 
there were distinct evidences of .a gradxial improvement. 

SIR S. PETTER thought that, with regard to general 
engineering in England, they had not quite done all they had 
hoped to do last month. The exports for December fell to 
42,847 tons, as compared with 58,243 tons for November, 
although the average value per ton rose from £93,4 to £97,7. 
As a result of the drop in the December figures, the 1927 
exports did not quite equal those of 1925. Imports of 
machinery in December were 7,887 tons as compared with 
8,954 tons in November, but the average values shewed a 
considerable increase and went up from £151.8 to £172.4 
per ton, A detailed analysis of the exports and imports of 
.raachinery during each of the last three years shewed 
that exports of electrical machinery had steadily 
increased during the period, while those of boilers, 
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boiler-house plant and machine tools had remained relatively 
steady. Agricultural machinery had fallen back. Textile 
machinery, which had fallen heavily in 1926, had made a good 
recovery, but was not yet up to the 1925 level. The Index 
of unemployment for the engineering industry for December 
showed a slight decline, and now stood at 9 per cent, of 
Insured workpeople as against 9.4 for November, As regards the 
immediate prospect, it appeared that new business was not very 
good. There was something almost approaching a slump in 
Australia at the present time. From all quarters one heard 
of a very considerable drop in orders for engineering material 
and machinery for Australia. 

MOTOR CAR INDUSTRY. 

SIR JOHN THORNYCROFT said that enquiries during the last 
few days seemed to indicate that the industry generally was 
in a very unsatisfactory condition. We all saw the balance 
sheets of a few companies which v/ere leaking profits, but In 
a general way there were only two or three motor firms in the 
country which were producing cars in adequate numbers and 
doing any good. It was believed that the holders of British 
cars in stock throughout the country were more congested than 
they had been at any previous period of the industry; and, 
in addition to those stocks of British manufacture, an 
investigation made recently at the London Docks had revealed 
that there were about 9,000 complete American cars in bond 
there. That was exclusive of the parts of cars which v/ere 
in the hands of American assemblers. 

At the last meeting of the Council Sir J.Thornycroft had 
sent in a note in which the export business was referred to 
as unsatisfactory. Big stocks of British cars were being 
held abroad unsold and, naturally, that had prevented manu
facturers from exporting more. The statisticians of the 
industry had calculated that if we had last year manufactured 
In this country all the cars which we imported, and if we had 
manufactured half the cars imported Into Australia, New 
Zealand and South Africa, It would have meant employment for 
110,000 more men during the year. Sir John thought these 
figures indicated the importance of the industry. His notes 
for the last meeting had also touched upon the proposals which 
the manufacturers v/ere making and the way in which they 
suggested that the Industry could be helped. The manufacturers 
v/ere asking for an interview with the President of the Board 
of Trade, and it was hoped that those proposals would meet 
v/ith sympathetic attention. 
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MR. LEE cons ids red that, looking at the textile trade of 
Lancashire very largely from the view of the producers, 
there was practically no difference between the position 
to-day and the position that existed when the Council :net 
last month. Tho fine trade was still fully occupied; the 
demand was not perhaps quite as rood as it had boon a month 
ago, but that probably arose very I t rgoly fx̂ om the weakening 
in the price of the raw material, which made buyers more 
careful about placing orders. Taking it all round, however, 
the outlook In the fine trade was not bad, the machinery was 
f\illy employed, and there seemed to be a fair prospect of 
the continuance of that employment. There 7/ere no great 
profits in that trade; well managed firms no doubt were 
making a profit, and firms not so well managed were probably 
only making their expenses, but still the position did 
not cause one an?,' very great anxiety. The position, however, 
in the bulk trade, the coarse trade, was still just about 
whore it had been. It was running something like - at an 
estimate - sixty per cent.; and of course both in spinning 
and in weaving, in the great majority of cases, it was still 
running at a loss. 

Not much progress had been made -with the enquiry which 
had been referred to at the Council last month. A meeting 
between the employers and the operatives1 representatives 
had taken place shortly after, and it was then decided that 
a smaller Committee should meet at a later date. If things 
went well it would probably require a very considerable 
number of those meetings before any decision was a rrived at. 
The question had been taken by the Press to be very largely 
a demand on the part of the employers for an increase of 
hours of the employes and a reduction in their rates of pay. 
That was hardly fair. The employers had put forward a number 
of points which, they thought, affected the trade. That 
number of points certainly inclined the two above mentioned, 
but they had all been put forward with the desire to have a 
discussion with the workpeople upon them. 

SIR KENNETH STEWART stated that, from the distributor^ 
point of view, the state of the cotton piece roods market in 
January had been, in general, much the same cs in December, 
there being no marked change for the better or the worse. 
The bleachers had reduced their prices of certain types of 
goods which met the most serious Japanese competition, and 
this was a very food. move. A drop of about 10%.' in the price 
of American cotton had. caused a good, deal of hesitation 
towards the latter end of the month, and orders were being 
postponed in order to see how far tho drop would go. Foor 
trade In cotton piece goods all over the world appeared tc be 
the chief reason of this fall. Lancashire was not by any 
means the only place that was suffering. 
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In India the Marwari Chamber of Commerce in Calcutta 
had put a ban on plain staples for delivery during March, 
April and May, and orders for those months were likely to 
be few and far between. Other Indian markets, however, 
showed some Inclination to do business, but this did not 
make the prospects in India during the next month or two 
any too good. China was idle during January owing to the 
China New Year festivities; the position now appeared to 
be improving, however. Java, which had been rather slack 
owing to an overstocked market, was giving hope of improve
ment. Most other markets outside the East were quite nor
mal, and the home trade market was fairly busy. 

Sir K. Stewart had a few general figures on the cotton 
trade in 1927. The world exports of cotton piece goods 
amounted to an average of about 770,000 metric tons In 
1909-1913, as compared with about 776,000 in 1927. In 
the pre-war years 1909-1913 Great Britain had exported 
537,000 tons or 70£ of the total, and in 1927, 354,000 
tons, or 45.7ft of the total. All other countries improved 
their proportion as compared to Great Britain, but not 
very seriously except Japan, which improved from an average 
of 10,000 tons odd in pre-war times to 120,000 tons in 1927, 
and Czecho-Slovakla which increased from something very 
small to 41,000 tons. 

WOOL. 

MR. AYKROYD mentioned that since the January meeting 
nothing had happened to indicate any alteration in the 
position of trade In the West Riding. The number of combs 
running was about 65 to 67 per cent., which number should 
and would no doubt improve during the next few weeks, be
cause the raw material was beginning to come to hand pretty 
freely and the combs had been standing during December and 
early January largely for lack of raw material. In the 
spinning section there "was no change. About 86 per cent, 
of the spindles were running, and the tone'in this section 
of business was much more cheerful. In the single yarn 
trade particulars had been withheld from Germany which had 
caused a slight reduction in the amount of machinery 
running. This movement was regarded in the trade as 
nothing more or less than a move on the part of the Germans 
to do their utmost to control prices and bring them down. 
It was no lndioation as to the true state of business. 

Manufacturers had very little to report. The dress 
trade was still bad. 55 per cent of the looms were 
running, 5 per cent were on short time and 40 per cent 
standing. That was in the Bradford area, but in the 
Ruddersfield area things were very much better. In the 
latter district the weavers of fine worsteds - a high class 
trade for raer^s wear - were very busy and were late in 
deliver. For this class of work there was a great 
shortage of weavers, and if more weavers wore forthcoming 
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there would he more machinery running. The spinners 
In fancy yarns were also behind time in delivery. This 
was purely a speciality trade, which had been very de
pressed but had gradually come round to a state of 
prosperity. The manufacturers of medium quality goods 
were variously employed, largely according to how they 
had speculated in raw material. The medium and lower 
woollen goods were finding competition from the Continent 
very keen, the makers of lower class woollen goods being 
very slack. In the Batley and Bewsbury district the 
piece trade showed no change, but there was a slightly 
better demand for blankets for immediate delivery. The 
lower class spinning in this district for carpet yarns 
was fairly busy. They had ?iork in hand for a few months. 

Summing up the whole position of the West Riding, 
Mr. Aykroyd thought the Improvement which began towards 
the end of last year had been maintained. On the other 
hand there war. r. tendency *.o make believe that things 
were better than "hoy really were. He had noticed in 
the pupo-* that morning a heading to the effect that there 
wac a prospect of a boom in the trade of the country. 
That ŝ jrt of thing would do a lot of harm. The whole 
of the trades were struggling hard., and he believed the 
position was slowly improving, but we were a long way 
from a boom. One thing had helped the textile trade 
and that was they had been rather fortunate In the pur
chase of raw material. If raw materials were bought 
just at the crucial time it helped to run the machinery. 

ARTIFICIAL SILK. 

MR. ADDISON wrote:
"The month of January is usually marked by a falling 

off in buying which naturally follows stocktaking and 
the close of the year. Allowing for this feature, the 
past month may be considered quite satisfactory, and a 
healthy demand is coming from the weaving centres in 
Lancashire and Yorkshire. The Leicester knitting trade 
is busy and, as stocks are reported to be low, a good 
Spring trade may reasonably be expected0 The Leek, 
liacclesfleld, and Congleton areas are quiet. The 
Nottingham lace trade is perhaps a little easier. From 
the knitters there is an Increasing demand for yarn. 

"The export trade presents no new features, and, In 
the overseas markets, except where specialities are con
oerned, foreign competition is keen". 

-IS



CHEMICALS. 

MR. HILL handed in the following statement on the position 
of the industry:

"The past few weeks have evidenced a promising 
position in chemical industry; and, considering the de
pression in a number of important chemical-consuming 
industries, business in chemicals generally has been on a 
more extensive scale than could reasonably have been 
expected. The fine chemical markets nave been disturbed 
by end of the year activities, but more recently the de
mand has been better than for some months. Heavy chemicals 
have been less affected by such disturbances, and, 
especially on the export side, trade has progressed 
favourably. Judging by the general tone of reports on 
Continental markets, it would appear that conditions in the 
chemical markets are more favourable in this country than 
elsewhere. It must not be concluded from these remarks 
that the present position is perfectly satisfactory. A 
factor which is more important in the chemical industry 
perhaps than any other is that actual production must 
approaoh very closely to maximum production-capacity, in 
order to achieve efficient and economic working. This has 
not been fulfilled in a number of sections of the industry, 
and when the ratio (of production to capacity) is small, 
as for instance in such a manufacture as that of mineral 
acids, the position is serious." 

He desired to add that the Chemical Lianufactuners now 
regarded representation at the British Industries Fair as almost 
part of their routine work, and they were now completing their 
arrangements. This year the chemical section v/ould occupy 100£ 
more space than In 1927, and they were doing propaganda work, 
supplementing the work of the Department of Overseas Trade in 
that connection. An interesting innovation had been made at 
this year's Fair by the introduction of a chemical plant 
manufacturers' display as a sub-section to the chemical exhibit. 
It was fitting that this sub-section, which was being organised 
by the British Chemical Plant Manufacturers' Association, 
should be housed in the Chemical Hall, as emphasising the close 
co-operation which existed in the two industries, in addition to 
indicating the more obvious connection between them. 

RUBBER. 

MR. JOHNSTON wrote:
"Generally speaking, conditions in the Rubber industry 

continue to be fairly satisfactory. In the tyre branch the 
demand is slack due to the usual seasonal falling-off in trade. 
The demand from wanufacturers for initial equipment is also 
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rather slow owing to a certain amount of dulness in the market 
for cars at the moment. There is no reason, however, to 
suppose that the demand for tyres for replacement purposes will 
not develop satisfactorily as the season advances. Two of the 
factories under construction by foreign tyre manufacturers will 
shortly be in production and it is likely that competition will 
be accentuated, due to the efforts of the new factories to 
secure a larger share of the trade in the British market, 

"The rubber footwear branch has been particularly active 
owing to the unusually severe weather conditions. Stocks of 
winter footwear have been satisfactorily cleared, and factories 
are still making full production for immediate consumption. 
Foreign competition, whilst strong, has been normal and 
reasonable, and there has been no tendency to undue price 
cutting. It is expected that the demand for spring and summer 
rubber footwear will open out satisfactorily in due course. 
In the general rubber goods tirade the demand, as is usually 
the case towards the stocktaking period, has been rather poor, 
but indications are that business is now opening out 
satisfactorily. Judging by the demands for engineering rubber 
goods the general trade outlook is improving. 

"The demand for goods for export, as far as the Dominions 
and £astern markets are concerned, is c^uite satisfactory, 
although prices are keen  Exports to Continental markets also c

appear to be more satisfactory than has been the case for some 
time, and it appears now possible to export with a certain 
small margin of profit - a condition that has been entirely 
absent for several years past. Employment in the industry 
continues to improve and factories are working overtime in 
certain departments." 

FOOD INDUSTRIES. 

SIR STANLEY iaACHIN reported a distinct improvement in the 
tone of trade generally, and especially in connection with the 
food industries. January had shown a slight Improvement upon 
last year, and some of the big distributors in England had told 
him that their prospects were better, there was more confidence, 
and there was no doubt that the purchasing public were buying 
rather more freely than they had been for some time past. One 
of the most pleasing features in connection with his own 
manufacturing industry was that the north eastern oentre, 
Newcastle and the Hartlepools, which had been deplorable 
for years past, was showing an unusual amount of life. 
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In connection with export, the Continental market for 
the food Industrio3 had, with one or two exceptions, ceased 
to exist-; Holland was doing fairly well and developing, 
Germany was showing 3igns of development, but Italy was of no 
importance, and In Spain wo v/ere doing a little, but not as 
much as we should like. The big market, France, and Belgium 
too, no longer existed. 

As regards other overseas trade, South America was about 
normal, while India remained still the most hopeful centre. 
Taking things generally, the export trade outside Europe load 
more life in it than at tills time last year, and everything 
pointed to a better state of affairs in the future than we had 
had in the past. 

GENERAL TRADE. 

LORD GAIi':FORD read the following extracts from the 
Economic Supplement of Jamiary 31st, published by the 
Federation of British Industries, respecting the condition 
and prospects of trade, 

"British prices con now be said to be broadly in 
adjustment with world prices, and the complaint in regard 
to Continental competition is becoming less a matter of 
unfair undercutting of prices than of the general 
unremunerative level of business in certain lines in all 
countries alike, resulting from-the unfavourable course 
of v/orld prices generally. The possibility of a firming 
up of prices and a more profitable level of business 
during the current year must largely depend on the course 
of monetary events. 

"With regard to the future of Continental competition 
it should perhaps be pointed out that the disappearance 
of an export bounty resulting from currency depreciation 
is frequently a rauchslower process than is generally 
realised. The fact, for example, that the French and 
Belgian exchanges have been practically stable for 
almost a year does not mean that the adjustments of their 
internal prices have necessarily been completed. There 
are good grounds for believing that export premiums 
still exist in both countries, though of gradually 
diminishing amounts. The prospect of their complete 
extinction during the ourrent year should bring 
encouragement to British manufacturers, especially in 
thos3 industries'like wool and stoel which have been 
heavy sufferers from their effects. 

"In conclusion it must be emphasised that even if a 
revival of the pre-war trend of our trade is in prospect, 
its progress is now likely to oe fairly slow as, since 
its rate must depend on the rate at which credit is 
allowed to expand.in this and other European countries, 

-ni
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the uncertainty introduced into the international financial 
outlook by the action of the Chicago Reserve Bank is bound 
to have a restraining effect. Even, however, If our export 
trade, and the older basic industries depending on it, is not 
to receive the fillip which was at one time hoped for, there 
is no immediate reason to anticipate a set back in the recent 
upward trend of our trade in any event. Our younger 
industries, such as for example artificial silk, motor cars, 
electrical goods and chemicals, should continue to go ahead. 

"Taking a broad survey of the v/orld situation as a whole, 
there are many signs favourable to trade expansion; harvests 
have on the whole been good and sold at profitable prices; 
overseas markets, especially those within the Empire, are 
exhibiting signs of prosperity; and, but for a few outstanding 
exceptions, such as China, the international trade barometer 
can be regarded as set fair". 

MR. VYLE regarded the general state of business affairs, 
so far as one could ascertain, to be practically the same as when 
the Council members last reported. The feature which he did not 
like was that there did not seem to be sufficient new business 
coming forward. 

Co-operative T/holesale Society. 

MR. HAYHURST wrote:

"Sales during the past month have been satisfactory in every 
section of Grocery, Provision, Drapery and Furnishing, increases 
being recorded In practically every section. The figures presented 
to me of the trade during the past half-year shew remarkably good 
increases over the corresponding poriod of last year, this applying 
to almost every department. The production of foodstuffs and also 
the productions of textile factories shew good inoreases, 

"frrooery and Provisions. Colonial, Australian and New Zealand 
butters are of good value, and supplies are being readily absorbed 
as each consignment arrives. Stocks of chilled and pickled eggs 
generally are getting cleared, with the result that a little 
attention is now being paid to fresh Irish. There has been a good 
demand for Canadian cheese and stocks are now getting low. Fairly 
heavy arrivals of New Zealand cheese have taken place. Lancashire 
and Cheshire cheeses, as is usual at this time of the year, are 
small in supply. It is stated that a good start has been made with 
the new sugar crop in Cuba, and as navigation on the Elbe Is 
partially open, possibly there may be a keener desire to sell in the 
near future. 
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Co-oporative Wholesale Society. (Contd.). 

"""Theat. There has been very little change of late 
in the market, exporting countries doing their utmost to 
resist a decline in price. The recent market reports 
respecting Canadian wheat speak of continued Increases 
In elevator stocks, and It is anticipated there will be 
a big carry-over at the end of the season. Very fine 
qualities of Australian wheat have recently arrived. It 
Is stated that the financial position of Argentine farmers 
generally Is now much better than during the last three 
years, and they are receiving every encouragement to fight 
against lower prices. 

"Tea, Cocoa, and Chocolate. It is not likely that 
there will be eny break in the home tea market such as 
has been talked of by dealers. As a matter of fact, 
if rains in Northern India are not heavier, a shortage 
of crop from that area is likely to eventuate. It is 
of interest to note that the consumption of tea In Great 
Britain Increased by 7£ million pounds during the last 
year. The decline In the cocoa market both on the r?est 
African coast and at home has been arrested since last 
report, and the war between specxilators and the combines 
seems to have taken a turn against both. Prices are 
distinctly hardening, both at home and in Africa. The 
African price is the basis for quotations for all other 
cocoas. Since the and of last yeari there has been the 
usual lull in the output of chocolate from all home 
factories. The factories are now busy with Easter goods 
and for the export season. Apart from this generality, 
the cotton areas at home are still suffering from 
depression, which is strangely reflected in the sale of 
chocolates." 

GENERAL TRADE AND EANICING. 

MR. CURRIE said that the three months bill rate had 
been distinctly easier during the month of January. This 
would appear to be due to three causes: the scarcity of 
commercial paper, the demand for bills from the Continent, 
and, during the earlier part of the month, the expectation 
of a reduction of the Bank rate. The three months rate 
at one time dropped to below 4;., but during the last week 
it had increased again. Until last week there had been 
no scarcity of money, but a considerable stringency had 
arisen then which caused the market to have recourse to 
the Bank of England. 

The Clearing House Returns continued to show a 
satisfactory increase. The percentage of loans to bank 
deposits was practically the same S 3 a year ago, but lower 
than it was at the end of 1927. The Stock Exchange had . 
been fairly active, and the British Government securities 
had continued to rise. 
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SHIPPING. 

MR. ALEXANDER SHAt? sent in the following figures:-
INDEX NUi-S^R OF "HIPPING FREIGHTS. 

1020 * 100 1913 * 100 
December 1927 27.11 115.85 
November 1927 27.75 118.59 
December 1926 35.10 141.45 

LAID UP TONNAGE. Tonnage laid up at the principal ports of 
Great Britain and Ireland. 

British and Foreign. 
Net tons. 

January 1st, 1928 371,674 
October 1st, 1927 272,839 
January 1st, 1927 364,874 

TONNAGE UNDER CONSTRUCTION. Gross tons. 
December 31st, 1927 - In U.K. ... 1,579,713 

Abroad .... 1,559,008 
5,118,721 

September 30th, 1927 - In U.K.... 1,536,416 
Abroad I... 1,537,641 

5,074,057 

December 51st, 1926 - In U.K 760,084 
Abroad 1,172,945 

1,933,027 

Gt,Britain i " .Y ZZ a. T r  , c 1 a r (  5 ! Abroad. Total. 
Gross tons".! Gross tons "Gross tons 

TjONNAGF^ COFIuFNCED.
Quarter enaecT"11 

! 

I 

Fee. 31st, 1927 !
Sept .30th, 19127.... j

Dec. 31st, 1926 I 

 377,492 
 370,073 

152,404 i 

258,695 
599,657 
271,237 

636,138 
769 , 7 1 0 
423,641 

TONNAGE LAUNCHED. Quarter ended 
i 

Dec. 31st, 1927 Ii 498,550 337,073 835,623 
Sept. 30th, 1927 I 355,542 174f,778 535,320 
Dec,.31st, 1926.... 67,853 342 ,423 410,276. 



EMPLOYMENT. 

MR. PHILLIPS oaid that the unemployment figures for this 
year had started at a high levol on 2nd January, owing to 
an exceptionally heavy increase, amounting to no lees than 
236,000, in the fortnight since 19th December. This figure 
contained, in addition to the normal constituents of workers 
discharged - at Christmas or working short-time, a considerable 
number of workers stood off owing to the severe weather. This 
was particularly the case, of course, with the building trades, 
and apart from the effect of the weather, it was noticeable 
that the building trade remained in rather a depressed 
condition. 

In the three weeks following 2nd January there had 
been a degree of reoovery which was on the whole encouraging, 
amounting in total to 158,000. Some part of this reduction 
of 158,000, however, was probably due to persons of 65 years 
or over oeasing to register. It was part of the Old Age 
Pensions Scheme operating since the beginning of January, 
that persons of 65 or over could not draw unemployment benefit, 
and there was reason to think that a good many of those who 
were previously registered as unemployed had gone off the 
register. It had not yet been possible to make a close 
estimate of this number, but it might amount to 10,000 or 
20,000. 

CONDITIONS IN AUSTRALIA. 

MR. SANuERSuN reported that as regards the pastoral 
position, the rains in December and the occasional storms in 
January had given partial relief to certain districts of 
Queensland, and in New South Wales the conditions had improved 
except in the South West portion. Prices for sheep had gone 
up very considerably after the rains. An official cablegram 
from Australia on the 19th January gave the Commonwealth 
Statistician'a estimate of the wool clip from 1st July last 
up to 30th June next a B 2,400,000 bales. There was some 
discrepancy in the figures quoted, but that was the latest 
official information available. As regards wheat, the latest 
official estimate was a total of 109 million bushels, to 
which West Australia had contributed 34^- million, but the 
other States much less than usual. It was expected there 
would be a large surplus of sugar for export as the total 
sugar production was given in the official estimate as 500,000 
tons. As regards dried fruits, all the stocks of Australian 
currants and raisins in the United Kingdom were believed to 
be now cleared. The latest report of the damage due to the 
frost, -which :tr. Sanderson had referred to at previous 
meetings in the latter part of 1927, was that the production 
would be reduced by 40 per cent, of last year's production. 
It had previously been variously estimated at from 20 to 80 
per cent. There was a rather remarkable increase in the 
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amount of wine exported from Australia during the last three 
years. In 1925 there had been a total of 1 million gallons, 
in 1926, if million, and in 1927, 4% million. As a 
percentage of the total quantity of wine from all sources 
Imported into the United Kingdom, the Australian proportion 
had gone up from 5 per cent, in 1925 to 9 per cent. In 1926. 
and to 23 per cent, in 1927 - 4^ million gallons out of 18-£
million -in the last mentioned year. He understood that the 
oost of a bottle of wine as compared with whisky had 
induced a large number of people in this country to drink 
wine instead of whisky, and that, apparently, was increasing. 

As regards finance, money continued in very strong 
demand and a period of some stringency was expected. Since 
the 1st July, considerable amounts had been borrowed in 
London and New York by the Commonwealth and by the States, 
but their urgent requirements had now been met. As the Loan 
Oounoil, a lately constituted body, now included New SouCh 
VJalee, financial oontrol was more effective. The recent 
Conversion Loan of £36 million, which had been floated in 
Australia, had been underwritten by the Banks, who had been 
left with about 10 millions of the amount, but it was 
expeoted this would gradually be absorbed without much 
difficulty. 

There was a statement by Mr. Bruce, in "The Times" 
that morning, rather significant, he thought, in regard to 
industrial peace. Negotiations and discussions had been 
proceeding for some long time, and it was proposed to 
endeavour to find something on the basis of the Mond 
Conference. Mr. Bruce hod rather hesitated to deal with the 
position by appointing a commission or anything of that kind, 
but he had wanted to get public opinion to back him in 
selecting oertain individuals from both sides. Sir Arthur 
Balfour X&Qe section on Steel, above) had raised the question 
of the tariff and its variations, and Mr. Sanderson was 
afraid that this was a chronic oomplaint In the case of 
Australia. It must be remembered, however, that tho Tariff 
Board had recently made a report to the Commonwealth 
Government dealing with the subject of increases of rates, 
and the Government would have that under consideration now. 
Owing to the recent large loans, especially during the last 
six months, imports had increased very considerably, and 
that was naturally giving a good deal of concern to the 
manufacturers in Australia. Perhaps it was true to say 
there was a period of transition juBt at present after a 
period of great prosperity, and a lot of adjustments would 
have to be made. 

As regards Australia's trade with Great Britain, the 
High Commissioner had published a statement on 25th January, 
which members of the Council might have seen. Although the 
figures given in individual instances shewed that there had 
been decreases, Mr. Sanderson thought the position oould 
be summed up in this paragraph:
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"In 1013 Australia absorbed 6.5 per cent, of the 
British exports, in 1925 8.2 per cent, and for the 
first nine months of 1927 9.4 per cent. The total 
export trade in British produce and manufactures is 
not more than 80 per cent, of the 1913 volumo, but 
the trade to Australia has definitely increased, even 
when full allowance is made for ohanges in prloe 
levels." 

Tho statement gave particulars for different trades of 
the percentage share of total British exports consigned to 
Australia. In iron and steel, for instance, there were 
galvanised plates, tinned plates, plates and sheets, tubes, 
bare and rods and so on, and thoy all shewed quite a 
considerable Increase. Galvanised plates rose frpm 13.7$ 
In 1923 to 15.8$ in 1927, bars and rods from 20$ in 1923 
to 31$ in 1927, electrioal machinery from 12^$ to 18^$ and 
motor chassis from 50$ to 73%. Although one heard a good 
deal of oriticiBm one naturally did not hear from those whos 

received benefits, and if the total volume of trade "to 
Australia shewed quite a considerable inorease, It should 
give satisfaction to Great Britain as a whole. 

MR. SANDERSON aftorwards sent in a later oablegram, 
a summary of which follows:-

General rains fell over the Eastern States of 
Australia during January, but falls in the interior of 
Queensland were not as heavy as in December. A very 
suooessful harvest has concluded in Western Australia 
and Darling Downs Queensland. Results in other States 
are below the average, but better than anticipated some 
months ago. Pastures and stock have much improved over 
the greater part of the Commonwealth. 

Although the estimated production of this season's 
wool d i p , 2,400,000 bales, is less than last year 
there is every reason to believe this yearns clip will 
realise more than last yearns. The total estimated 
wheat orop, 107,500,000 bushels, is 50 millions less 
than last year. A record production and export of 
Apples and Canned Pruit is anticipated. Late rains have 
improved the wine prospects and a satisfactory vintage 
is anticipated. 

The Queensland Government has appointed a new body 
oalled the Board of Agriculture, to co-ordinate all 
State activities whose object is the development of 
agriculture and primary production generally. The 
Board comprises representatives of the Departments of 
Agriculture and Stock,and of Public Instruction, of the -
University Agricultural Committee of Direction of 
Pruit Marketing, and several commodity boards dealing 
with the business of rural Interests. 



SOUTH AMERICAN TRADE. 

MR. HOSE wrote:
"During tho past month, the second official fore

cast of this season's production of cereals in Argentina 
has been published. The yield of wheat is placed at 
6,500,000 tons, as compared with the first estimate this 
season of 6,530,000 tons and the final estimate of 
6,010,000 tons for the 1926-27 crop. The corresponding 
figures for oats are 759,000 tons, against 940,000 and 
962,000, respectively, and those for linseed, 2,063,000 
tons, against 2,160,000 and 1,755,000. A private 
estimate has been made in London, placing the total 
yield of the current crops (including maize) in the 
Republic at 18,298,000 tons, against 17,362,000 gathered 
last year. There would thus appear to be every prospect 
of the harvest proving even better than that of 1926-27, 
which was itself bountiful. In the London market, wheat 
prices have recently shown an easier tendency, but there 
appears justification for believing that activity in 
the Argentine export trade during 1928 on a scale 
comparable with unprecedented movement recorded last 
year is not improbable. The purchasing power of 
Argentina has unquestionably been greatly enhanced during 
the past twelve months, the visible favourable balance of 
merchandise trade for 1927 having been in the neighbour
hood of $150,000,000 (gold), against an excess of imports 
in 1926 cf $30,33.8,000 (gold), and the improvement in 
conditions in the import trades continues, assisted in 
large measure by the stabilised exchange. An especially 
satisfactory feature of the situation is a broadening of 
the demand for textiles. 

"Uruguay is benefiting from the sane factors as 
Argentina; sales are taking place more readily, and 
market conditions are gradually improving. Importers of 
textiles state that stocks have diminished considerably, 
and, in general, prospects are regarded as favourable. 
The state of the camps and cattle is good, and the yield 
of this season's wheat crop has been distinctly above 
normal, if not one of the largest in the history cf the 
country. 

"In Chile, the greatly increased sales cf nitrate 
of soda have exercised a beneficial influence on the 
position of the National Exchequer. On 5Oth November 
last, the Chilean Minister of Finance placed before the 
Parliamentary Budget Committee a statement showing the 
position of the national finances for 1927 up to the end 
of the previous month. Accordingly to this report, the 
actual revenue for the twelve months is closely estimated 
at $883,850,531. It was calculated that the total 
expenditure for the twelve months would be $377,734,992, 
On tiiis basis, the ordinary revenue of the Republic during 
1927 is estimated to exceed the ordinary expenditure by 
$6,095,539. These figures do not take Into account 
certain special items of revenue and expenditure, which 
are estimated to balance. 



"The returns issued by the Chilean Customs Department, 
covering the Customs revenue for tho eleven months ended 
November, 1927, Indicate a very substantial Increase in the 
national income derived from this source, the yield of the 
duties having boen $427,470,840, as against $382,519,544 
in the corresponding period of 1926. T-he revenue from 
nitrate export duties in the first eleven months of 1927 
was $200,657,125, against only $155,946,698 in January-
November, 1926. The former figure, although only covering 
eleven months of 1927, exceeds by over $29,000,000 the 
estimated yield($171,400,000) of the export duties on 
nitrate, specified in the 1927 Budget, covering the whole 
of that year. Despite the improvement in nitrate sales, 
the commercial situation remains very depressed. Undoubt
edly, a restrictive influence on trade is the mass of 
legislation rtaich is being passed, especially as this 
Includes a measure for the revision of the Customs Tariff. 
The further development of "nationalisation" in the country 
is reflected In a Law recently passed for the control of 
insurance business, under which, inter alia, severe fines 
are imposed in cases of insurance being effected abroad In 
contravention of the Act. 

"Trade conditions in Brazil remain quiet, there being 
considerable stringency in the money market. Coffee prices 
are steady, and the Coffee Institute is apparently 
restricting the volume of stocks in the chief marl-rets 
within certain definite limits. The requisite six months 
notice of the conversion of the currency on the basis of a 
new gold parity for the milrsls of 5.899d., voider the 
Decree Law of 18th December, 1926, is still awaited, but, 
in the meantime, substantial gold reserves are being 
accumulated at the Stabilisation Office, the balance in 
hand at 31st December last having been 435,560 contos. 
This is approximately equivalent to £10,000,000 sterling, 
while it has been estimated that the amount of gold 
required to provide a backing for the note circulation of 
50 per cent, would be slightly in excess of £30,000,000. 
The Brazilian Budget estimates for 1927 provide for a small 
surplus of some 9,000 contos (paper), and, while the 
original 1928 Budget estimates showed a deficit of 152,000 
contos (paper), the President of the Republic has 
apparently exercised his discretionary powers, modifying 
the calculated expenditure so as to provide for a small 
estimated surplus. Talcing a full view of the situation, 
however, it is clear that a considerable measure of 
recovery must yet take place in the export trade of Brazil 
before the economic position of the country may be regarded 
as quite sound, especially In view of the large sums 
required for the service of the external debt, on which 
sinking fund payments were resumed as from 1st August,1927. 

"The basic eoonomic conditions at present prevailing 
in Peru afford reason for satisfaction. Pending 
developments In regard to currency stabilisation, traders 
are naturally disposed to exercise caution in entering 
into commitments, but some expansion in the Import trade 
Is expected to result from the passage into law of the 
Bill revising tho Customs Tariff. The new duties became 
effective on 2nd January last, and are on a higher basis 
than those existing in 1926, but lower than those In 
force last your/ 



SOUTH AMERICAN TR/-DE. 

"Increased trading activity In various directions in 
the Colombian markets is reported, the replenishing of 
stocks having boon In progress in 9evoral Important 
Departments of the Republic, r. rapid advance has taken 
place in values of real estate, ospecially in Barranquilla, 
There are still a large number of nev? buildings under 
construction, and, in consequence, a considerable increase 
has occurred in prices of building materials. Delays have 
again been reported in the clearance of shipping on the 
River Magdalena. 

"As fully anticipated, in vie?' of the state of affairs 
in Mexico, that country has found it necessary to enter 
into negotiations in New York with the International 
Committee of Bankers, to whom it has bean intimated that 
the country is not in a position to resume, as from 1st 
January, 1928, the full service of the sinking fund on its 
direct debt, as provided for by existing agreements. The 
Government invited the Committee to appoint experts to 
visit Mexico to examine the situation more fully. Meanwhile 
the acute commercial crisis in liexico continues without 
alleviation. 

"Shipments of coffee from Ecuador have recently been 
on a fairly satisfactory scale, and the demand, while not 
very pronounced, has been steady. Arrivals of cocoa from 
the producing centres have been normal for the time of 
yeAr, but the market has been quiet. / Rather more optimism 
is expressed in regard to the commercial outlook, 
emanating from the Government^ activity in the carrying 
out of public works and the introduction of measures 
intended to improve general economic conditions, 

"The sittiation in Nicaragua has been characterised by 
renewed political disturbances of a minor character, which 
the United States military forces at present in the country 
have been active in suppressing. Apparently, the papifica
ticn of the country is virtually completed, but the 
Government has not yet been successful in negotiations for 
the conclusion of a loan In New York for the purpose of 
satisfying claims arising from the civil war of last year 
and to meat current commitments. The annual Pan-American 
Conference (to which all the American countries normally 
send representatives) was opened in Havana during the 
course of January, and it Is understood that a tendency was 
shown on the part of some of the delegates to express 
criticism of the United States policy of exercising an 
arbitrary right to control political and economic 
conditions in Nicaragua, while criticisms were made of the 
high tariffs imposed in the United States on imports of 
South and Central American prod\icts0. 



ANNEX. 

Some leading statistical data indicating the trend of the^Economj 

(Information received up to date of clrculationi 

Employment: 
Unemployed on Live Register (including 

persons on short time receiving 
benefit)

Railway, Receipts week ended -
Goods Traffic (Gross)........
Passenger Traffic (Gross) 

Production: 
Coal, output during week ended... 
Pig Iron output during month.... 
Steel output during month 

Prices: Wholesale: 
"Board of Trade" Index No. (1913 

Food 
Materials 
Total.'. 

United Kingdom Tradett: 
Net Imports. 
Exports (Domestic Produce) 
essels laid up in United kingdom 
ports: 

Eritish 
Fcreign 

hipping Freights: 
Chamber of Shipping Index No. (1920 

100) 

Sank Clearings: 
Country Cheque and Provincial, week 

ended 
Percentage of Advances to Deposits: 
(London Clearing Banks) 

Honey Market: 
Berk Rate 
Market Rate 3 months! Bank 

Bills 
Discount (3 months1 Treasury 

Bills) 

, 

 .. 

100): 

Latest. 

j 6th Feb. 
j Wholly un
eropl eyed.. 
Other 

4th Peh . ti 
i 
4th Feb.. 

Jan. 

Jan, it 

! 1st Jan. 
i 

Dec. 

I 4th Feb. 
Jan. 

10th Feb. 
10th Feb. 

I 10th Fob. 

I 
i 

836, 600
325,600' 

1,162,200

£2,072,9001 
£1,215,600; 

Tons i 
5,045,400; 

560,500: 
626,200! 

153.2 
134.7 
141.1 
c. 

90,082,4401 
59,742,733; 
Net tons \

A 
month 
earlier 

865,43 

 1,252,06 

£L,645,8C 
£1,230,3C 

Tons 
4,420,8( 

559,1C 
604,9( 

151.0 
134.5 
140.4 

95,079,8 
58,833,93 

 Net tond 
359,323:1st Oct. 267 J 
12,346! 5 

27.11 i 27.75 

108,143,000; 110,973,00 

52.6 52.6 

4%6,4 
£4-4-0.12a. ! £4-4-4.314 

Approximate weekly average for February, 1913. 
t Monthly average for 1913. 

Mjjk tt The figures for 1913 represent the external trade of the British It 
figures shown the trade of Great Britain and Northern Ireland 
included as external trade. 



the Economic situation in Great Britain. 
circulation of Liinutes), 

i 1 
A Two At corres1

month j year years ponding dateAearlier. ' earlier. earlier. 1913. 

i . ii 
i ! 

j865,411 1 927,841 No881,271366.65366.6588 1 375,652 285,686 comparable 
* data. 

1,232,C69 1,303,493 1,164,957 
1 

£1,645,800 ! £2,182,000 ! £2,054,000 £1,192,300 
£1,230,300 .£1,213,900 £1,277,000 £ 718,300 

Tons Tons Tons Tons 
4,420,800 5,267,200 5,414,100 5,860,000* 

i 
559,100 533,500 855,000t434,60604,900 jj 730,7000 j 640,400 63S,600f 

1 
! 

151. C 153.5 158.3 Averages 
134.5 [ 133.2 145.3 for 1913 * 
140.4 143.6 150.1 100.1

r* £ i £ £
1 95,079,853 103,716,391 i 105,976,528 60,537,052 
J 58,833,924 j

I 

55,421,848 
j 
j 60,380,474 45,445,431 

1 

Net tors Net tons Net tonsNet tons st Oct. 267,235 352,416 393,521 
5,604 12,458 14,343 -i i Average 

i i :! for 1913
27.75 ; 26.95 23.40 

e 

I 33.10 

1110,973,000 107,540,000 j 109,213,000 49,231,000 

52.6 52.8 52.2 
I 

4 & j ! 5;; 5ft 
i 

4% - 5teSfi ;4 1 6 . 8

£4-4-4.3Id. £4-4-11.89d. i £4-5-0.35d. 

British Isles as a unit; in the other 
Ireland with the Irish Free State is 

\ 
I
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CABINET. 

R E D U C T I O N O F E X P E N D I T U R E I N 1928. 

MEMORANDUM B Y T H E CHANCELLOR O F T H E EXCHEQUER. 

THE total amount of economies secured as specified in CP. 31 (28) is 
£7,086.000. Subsequently the Minister of Health has offered to reduce the provision 
for Public Health Grants by £35,000 (as compared with the £150,000 suggested). 
I have accepted this offer. This brings the total up to £7,101,000. But on the other 
side the decision of the Cabinet in regard to the Irish Loyalists involves an increase 
of expenditure of £375,000. 

As regards the remaining items referred to in CP. 31 (28) :— 
.\ary.—The First Lord's reply to my final proposal that the Estimates should 

be fixed at £57 millions (after a shadow cut of £2-2 millions) offers no 
further saving. I intend, therefore, at a later date to suggest measures 
which will enable Navy Estimates to be reduced to this figure. 

A ir.—I do not know the result of the further review undertaken by the Secretary
of State. 

Empire Marketing Board. Overseas Settlement.—These questions were post
poned by the Cabinet until the return of the Secretary of State for 
Dominion Affairs. I must urge my colleagues to decide definitely that 
these reductions should be made. 

War Graves Commission.—I hope I may now receive the assent of the Secretary 
of State for War to the proposed postponement of the increased provision 
for the Endowment Fund. 

Scientific and Industrial Research.—I no longer desire to press this proposal 
after the explanations which have been furnished by the Director of the 
Department. 

Office of Works.—I attach a letter which I have received from the First 
Commissioner. The excision of Labour Exchange items would produce no 
saving to the Exchequer, as they are of course paid for out of the 
Unemployment Insurance Fund. The provision for new Post Office 
Buildings, I am informed, has already been reduced to an abnormally low 
figure, and any further reduction may have a detrimental effect on the 
revenue. 

The Cabinet now has the material for afinal decision on the proposal to transfer 
to the Exchequer the balance of the Boxer Indemnity Fund. Even this is not 
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sufficient, and definite economies are also necessary on the Navy and under some of 
the other headings mentioned above. In any event all these questions must be settled 
to-morrow as Estimates can no longer lie kept open. 

w. s. c. 
Treasury Chambers, S.W. 1, 

February 16, 1028. 

II.M. Office of Works, Storey'S Gate,
My dear Chancellor, Westminster, S.W., February 14, 1928. 

I HAVE very carefully considered the possibility of a further cut in the Office 
of Works estimates, but I am absolutely convinced that no further savings could 
be effected except by cutting out such buildings as Post Offices and Labour Exchanges. 
Such drastic economies would, of course, affect other Departments rather than the 
Office of Works. Of course, all of these buildings have already been agreed to by 
the Treasury, but I am perfectly ready to strike some of them off the programme if 
the Treasury can secure the consent of the interested Departments. 

Yours sincerely, 
(Signed) PEEL. 

The Rt. Hon. W. S. Churchill, C.H., M.P., 
H.M. Treasury. 




