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CABINET 9 (48)

CONCLUSIONS of a Meeting of the Cabinei held at 10 Downing Street, S.W. 1,
on Monday, 2nd Fﬁﬁrm:ry 1948, af 11 am.

Present :
The Right Hon. C. R. Artiee, M.P., Prime Minister (in the Chair).

The Right Hon. Herserr Morrison, | The Right Hon. Sir STA¥FORD CRIPPS,

M.P., Iiord President of the Copneil. | K.C., M.P, Chancellor of .the
. Exchequer.

The Right Hon. A. V. ALEXANDER, | The Right Hon. ViscounNT ADDISON,
M.P., Minister of Defence. %:'rlw Seal (Items 1-3).

The ght Hon. Viscorst Jowrrr, | The nght Hon. J. Courer Eng, M.P.,
Lord Chancellor (Izems 1-3). | Secretary of State for the Home

Department.

The Right Hon. A. Creecr Joxes, | The Right Hon. G. A. Isaacs, M.P,,

M.P., Secretary of State for the Minister of Labour and National

Colonies. i Service.
The Right Hon. Axgorix Bevax, M.P., | The Right Hon. T. WiLLiams, M.P,,
Minister of Health. ! nhlf].lster of Agriculture and
Fisheries.

The Right Hon. Georce Tomrmsow, | The Right Hﬂﬂ J. H. WiLson, M. P,
M.P., Minister of Education. | President of the Board of Trade.

The following were also present :
The Right Hon. Viscount Havri, First | The Right Hon. AvLrrep Barnes, M.P.,

Lord of the Admiralty (/tem 4) | Minister of Transport (Items 3—4}
The Right Hon. Jorx Stracmer, M.P., | The Right Hon. G. R. Stravss, M.P,,
Minister of Food (Item 4) Minister of Supply (Item 4).
The Right Hon. H. T. N. Garrskecrt, | The Right Hon. Hrcror McNeuw,
M. P., Minister of Fue] and Power | M.P., Minister of State (Item 4).
(Items 3-4). 1

The Right Hon. Wiirias WHITELEY,
M.P., Parliamentary Secretary,
Treasury (Items 1-3).

Secretariat :
Sir Noryax Brook.
Mr. W. S. MuURRiE.
Mr. 8. E. V. Luxe.
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1. At their meeting on 29th January the Cabinet had contem-
lated that, before the debate on the Second Reading of the
arliament Bill was resumed in the House of Lords. there should
be an exchange of letters between the Lord Privy Seal and the
Marquess of Salisbury defining the conditions 'on which the Govern-
ment were prepared to accept the proposal for discussions between
representatives of the political Parties which would cover the
question of House of Lords reform. It had subsequently been
sugbgl‘eated that it would be more convenient if these conditions were

ublicly stated in the debate on the Parliament Bill; and the

abinet now had before them a note by the Prime Minister
(C.P. (48) 37) covering the draft of a statement to be made by the
Lord Privy Seal when the debate was resumed.

Some Ministers again expressed doubts about the expediency
of opening any discussions on the controversial question of House of
L{}rgs reform. On this point, however, it was the general view
of the Cabinet that the Glj:wernmant- would appear to be adopting
an unreasomable attitude, and would be likely to forfeit public
sympathy, if they refused tc enter into any discussions on this
subject even for the limited pur%)se of seeing whether there was a
basis for agreement between the Parties.

The Cabinet then discussed the terms of the draft statement
annexed to C.P. (48) 37. The first of the conditions proposed in
this statement was that any discussion of powers should Ee ** limited
to ensuring reasonable time for the consideration of measures by
the Lords and for the discussion of differences between the two
Houses.”" The Cabinet were informed that, from informal consulta-
tions which had taken place, it was known that the Marquess of
Salisbury would be reluctant to accept a condition in these terms.
He would wish to contend that the ]Souse of Lords should be abie
to delay Government legislation for a period long enongh to enable
the forces of public opinion outside Parliament to be fully deploved,
so that in the last resort the House of Lords could force a General
Election. The Government, on the other hand, were noi prepared
to extend the total period of one year and one month provided for
the passage of Government legislation in the Parliament Bill as at

resent drafted, and the only question which they were ready to
Eisnuss was the allocation between the Commons and the Lords of
the Parliamentary time available within that total period. So lon
as it was clear that the Government were not prepared to go beyvon
that point, in their discussions on the Bill, there was no special
advantage in insisting on the formula set out in paragraph 1 of
the draft annexed to C.P. (48) 37. The Prime Minister had
suggested the alternative formula that the discussion on powers
“* should be limited to discussion of the period for comsideration of
measures by the House of Lords*’; and that formmnla could be
accepted on behalf of the Government, if it were preferred by the
Opposition leaders.

It was, however, suggested that, from the point of view of
Parliamentary tactics, it would be preferable not te reach a final
greement with the Opposition leaders, before the debate in the

ouse of Lords was resumed, on the conditions on which the Govern-
ment would be ready to enter into these discussions. It would be
better that the Government should make their offer in public debate,
even though they knew that one of their proposed conditions was not
likely to be acceptable to the Opposition leaders. . The debate could
then be again adjourned, so that further consultations might take
place with a view to reaching agreement on the one outstanding point
of difference. In those consultations agreement might be found on
the basis of the alternative formula which the Prime Minister had
suggested. But, if agreement could not thus be reached. the Govern-
ment would have strengthened their position bv having made a
public offer to enter into discussions on conditions which would be
generally regarded as reasonable. The Cabinet endorsed this
suggestion.
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In further discussion it was pointed out that those participa-
ting in the proposed discussions should refer for examination by the
Members DF eir respective Parties, not only proposals for the
reform of the House of Lords, but any suggestions for the amend-
ment of the Parliament Bill.

The Cabinet— i

(1) Approved the draft statement annexed to C.P. (48) 37,
subject to the addition of a paragraph to the following
effect : — i
““ 4. The different Parties should also examine
with their own Members any s stions emergin
from the discussions relating to the Parliament Bill
contemplated under paragraph 1 above.”

(2) Authorised the Lord Privy Seal to make a statement in the
terms of the draft, as so amended, in the adjourned
debate on the Second Reading of the Parliament Bill in
the House of Lords that afternoon.

(3) Took note that, if the Opposition Parties were unwilling to
enter into discussions on the conditions set out in that
statement, the debate might be adjourned in order that
further consultations might be held with a view to
reaching agreement on the proposed conditions; and
authorised the Lord Privy Seal in that event to accept,
in lien of paragraph 1 of the draft statement annexed
to C.P. (48) 37, a paragraph in the following terms:—

““ 1. So far as discussions of the powers of the
Second Chamber are concermed, they should be
limited to discussion of the period for consideration
of measures by the House of Lords.”

2. On 29th Januoary the Cabinet had agreed in principle that
it would be advantageous if an early debate could be helCF in the
House of Commons on the attitude of the medical profession towards
participation in the National Health Service. The Cabinet were
now informed that the earliest date on which this debate could
conveniently be held was Monday, 9th February. It was proposed
that the debate should take place on a Government motion in the
following terms :—

“‘ That this House takes note that the appointed day for
the National Health Service has been fixed for 5th July;

* Welcomes the coming into force on that date this
measure, which offers to all sections of the community compre-
hensive medical care and treatment and lays for the first time
a sound foundation for the health of the people;

‘“ And is satisfied that the conditions under which all the
professions concerned are invited to participate are generous
and fully in accord with their traditional freedom and

dignity.””

In discussion it was asked whether Parliament’s endorsement
of the third paragraph of this motion might be held to prevent the
Government from making any changes, between the date of the
debate and the coming into operation of the Act on 5th July, in the
conditions applicable to doctors enteri the National Health
Service. The Minister of Health saiuill-‘-?gat he did not, in fact,
contemplate making any further concessions to the doctors: but it
was the view of the Cabinet that the passage of a motion in these

terms would not preclude the Government from making changes in |

the scheme, if they thought fit, before 5th July.
The Minister of Health said that the Government spokesmen,

‘at the beginning and end of the debate, would be himself and the

Secretary of State for Scotland. He would, however, be glad if the
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Prime Minister would also speak in the debate. The Prime Minister
said that he would hold himself in readiness to speak and wonid
decide, according to the course of the debate, whether it was
desirable that he should intervene.

The Cabinet—

Agreed that a debate on the attitude of the medical pro-
fession towards participation in the National Health
Service should be held on 9th February on a Government
motion in the terms set out above.

3. The Cabinet had before them a note by the Lord President
(C.P. (48) 38) covering a revised draft of the proposed Government
statement on the economic and other considerations to be taken into
account in wage negotiations.

The question was first raised whether the Cabinet ought to
reconsider their decision to issue a statemnent on these lines. The
dlinister of Health asked whether any useful purpose was likely wo
be served by the publication of a statement which contained nothing
more than general priniciples and revealed the narrow limits within
which the Government intended to take positive action. Wounld
such a statement be effective in counteracting the movement for
increased wages! Unless the Government were prepared to give a
lead to private industry by adopting a policy of more active inter-
vention in the sector of public employment, for which they had a
direct responsibility, it might be preferable to avoid any annonnce-
ment on subject.

Against this, it was pointed out that it had not so far been
possible to devise an efiective means of controlling inflationary
movements of wages and profits by direct Government intervention;
and the Cabinet had not been willing to adopt the earlier suggestion
for the appointment of a CentraF &ppeag Tribunal to consider
appeals from the decisions of the existing arbitral tribunals. But
the situation was too grave for the Government to maintain a purely
passive role. Wage rates had risen steadily in recent months, and
there seemed to be no prospect of future stability. If the Govern-
ment failed to give firm guidance at this stage, there was a grave
risk that a state of uncontrolled inflation would develop. In these
circumstances Ministers saw no grounds for modifying the decision
taken at their previous meeting.

The Cabinet next discussed the terms of the draft annexed to
C.P. (48) 38.
In discussion. the following points were made :—

(z) The revised draft had gone too far in avoiding specific
references to wages.

(b) Some anxiety was expressed lesi the statement should he
interpreted as discouraging piece-work. It was poinied out,
however, that the statement implied no criticism of higher earnings
accompanied by increased output.

(¢) It was agreed that the reference in arﬁraph 5 to the rate
of interest paid upon the securities issued for the purchase of the
nationalised industries should be omitted.

(d) The first sentence of paragraph 11 (a) appeared to be
inconsistent with paragraph 13. Some doubt was also expressed
about the a.dvisabi]iity of including the second and third sentences
of paragraph 11 (z). It was pointed out, however, that these
sentences were designed to dispose of an important misapprehension.

(¢) Attention was drawn to the practical difficulties involved
in applying the warning that increased wages would not in future
be taken into account in settling controlled prices. etc. requiring
Government action.

The Cabinet next discussed the procedure for publication of
the statement. At their previous meeting they had agreed that it
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should be made by the Prime Minister in the House of Commons at
an early date. The Minister of Labour said that, on reflection, he
was disposed to think that it might be preferable if the statement
were first submitted, as an exposition _-D'f the Government’s views,
to the National Joint Advisory Council and published thereafter.
This procedure would avoid the need for prior consultation with
the Trades Union Congress, the Federation of British Industries
and the British Employers’ Confederation on a question on which
those bodies would clearly be unable, under the_prmedmje sugg_;estad,
to formulate their views in time to receive serious consideration by
Government. Ministers considered, however, that this question
ought not to be treated in a way which would suggest that it was a
matter of concern only to industry. It was a document of the widest
significance, and no efiort ought to be spared to make its presenta-
tion authoritative and impressive. Some doubt was expressed
whether the full statement was suitable, by reason of its length and
complexity, for a Parliamentary statement. Might it not _he
sufficient to read a shorter version, or even merely to announce its
publication as @ White Paper? It was not, however. thought that
the length of the statement could be reduced without destroying the
balance of the argument: and it was felt that a brief reference to
the publication of a White Paper would fail to secure adequate
attention for the statement in Parliament and in the country

nerally. Tt was therefore agreed that the statement should be read
m full by the Prime Minister in. the House of Commons on
Wednesday, 4th Febrnary; and that the Midister of Labour should
communicate it to the National Joint Advisory Council on the same
afterncon. Advance notice might be given to the House of Commons,
in answer to an arranged Question, of the Prime Minister’s inten-
tion to make the statement, and an indication given that it would
necessarily be lengthy.

The point was made that Ministers should thereafter give
support in their speeches to the principles set out in the statement.
The Economic Information Unit would provide additional material
for this purpose.

The Cabinet—

- (1) Reaffirmed their decision that the Prime Minister shounld
make an early statement in Parliament on the question
of personal incomes, costs and prices in the general terms
of the draft annexed to C.P. (48) 38.

(2) Invited the Prime Minister, in consultation with the Lord
President and the Chancellor of the Exchequer, to settle
the final terms of the statement.

4. The Cabinet had before them memoranda by the Minister
of Supply on the steel scrap position and outlook (C.P. (48) 25) and
on the possibility of increasing the output of scrap from ship-
breaking (C.P. {48) 33).

. The Minister of Supply said that recently there had been a
slight rise in stocks of scrap, and the Iron and Steel Board and the
leaders of the steel industry were reasonably confident that in the
immediate future steel fP"":' uction would not be limited by shortage
of scrap. Deliveries of scrap to steel works in the last seven weeks
of 1947 had been on average 6.300 tons a week higher than in the
corresponding period of 1946, and in 1948 he ho to increase the
output of scrgﬁ from shipbreaking to some extent aver the present
rate of 180,000 tons a year, though he did not propose to attempt
to reach as high a figure as 350,000 tons. As regards Germany, he
would try to increase from 35,000 to 50,000 tons a week the rate
of import of booty scrap and further efforts would be made to obtain
commercial scrap. So far, however, it had been impossible to get
German merchants to offer to execute the order for t e delivery of
100,000 tons of commercial scrap in the first quarter of 1948, though
this had been agreed in principle by the German authorities, anﬁe
feared that it would be difficult to obtain offers until reasonable
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confidence in the mark had been established. The United States 43
Governmeni were also interested in obtaining scrap from Germany,
and he ho that in concert with them we might be more
successful we had been hitherto.

In discussion it was suggested that the optimistic attitude of
the steel indostry was unjustified. Stocks of scrap were still

rously low and the recent increase in deliveries from United

Eing;lom sources could be no more than a temporary alleviation of
the difficulties. Moreover, in view of the changed world situation
there could be no gnarantee that we should in future be able to
import scrap on a sufficiently large scale to meet the needs of an
expanded steel industry, and it was urgently necessary to consider
what steps should be taken to expand the production of pig iron in
the United Kingdom.

Particular poinis made in discussion were :—

{a) Quadripartiie talks on financial reform in Germany had

recently started. but no guarantee could be given of any early
settlement.

(b) Further efiorts shonld be made to obtain scrap from overseas
sources other than Germany, and the possibility of securing scra
from surplus military stores in the Mediterranean and Middle East
areas shonld be fully explored.

(¢) The Admiraliy were doing what they could to obtain the
maximum amount of scrap from 'D?iilta_

The Cabinet—

(1) Invited the Chancellor of the Exchequer to arrange, in
consuitation with the Minister of Supply, for a workin
party of officials to prepare a report on the problem o
securing adequate supplies of scrap and pig iron for
the United Kingdom iron and steel industry, both in
1948 and in subsequent vears.

(2) Agreed that the proposed working party should consider to
what extent the Roval Dockyards should be used for

shipbreaking.

Cabinet Office, S.W._1,
2nd February. 1948
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