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CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 10 Downing Street, S.W. 1, 
on Thursday, 23rd October, 1958, at 3 p.m. 

Present: 
The Right Hon. H A R O L D M A C M I L L A N , M.P., Prime Minister. 

The Right Hon. R. A. B U T L E R , M.P., The Right Hon. V I S C O U N T K I L M U I R , 
Secretary of State for the Home Lord Chancellor. 
Department and, Lord Privy Seal 
(Items 4-9). 

The Right Hon. S E L W Y N L L O Y D , Q.C., The Right Hon. D. H E A T H C O A T A M O R Y , 
M.P., Secretary of State for Foreign M.P., Chancellor of the Exchequer. 
Affairs (Item 9). 

The Right Hon. The E A R L O F H O M E , The Right Hon. A L A N L E N N O X - B O Y D , 

Secretary of State for Commonwealth M.P., Secretary of State for the 
Relations. Colonies (Items 1-7). 

The Right Hon. J O H N M A C L A Y , M.P., The Right Hon. D U N C A N S A N D Y S , M.P., 
Secretary of State for Scotland. Minister of Defence. 

The Right Hon. Sir D A V I D E C C L E S , M.P., The Right Hon. I A I N M A C L E O D , M.P., 
President of the Board of Trade. Minister of Labour and National 

Service. 
The Right Hon. H E N R Y B R O O K E , M.P., The Right Hon. L O R D M I L L S , Minister 

Minister of Housing and Local of Power. 
Government and Minister for Welsh 
Affairs. 

The Right Hon. H A R O L D W  A T K I N S O N , The Right Hon. G E O F F R E Y L L O Y D , M.P., 
M.P., Minister of Transport and Civil Minister of Education. 
Aviation. 

The Right Hon. J O H N H A R E , M.P., Dr. The Right Hon. C H A R L E S H I L L , 
Minister of Agriculture, Fisheries and M.P., Chancellor of the Duchy of 
Food. Lancaster. 

The following were also present: 
The Right Hon. D. O R M S B Y - G O R E , M.P., The Right Hon. Sir R E G I N A L D M A N N I N G -

Minister of State for Foreign Affairs H A M - B U L L E R , Q.C., M .P . , Attorney-
General (Item 1).(Items 1-8). 

The Right Hon. Sir H A R R Y H Y L T O N - The Right Hon. E D W A R D H E A T H , M . P . , 
Parliamentary Secretary, Treasury. F O S T E R , Q.C., M.P., Solicitor-General 

(Item 2). 

Secretariat : 
The Right Hon. Sir N O R M A N B R O O K . 

Mr. B . S T . J. T R E N D . 

Mr. M. R E E D . 

Mr.  J. S. O R M E . 
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Emergency 
Powers . 

(Previous 
Reference : 
C C  . (58) 62nd 
Conclusions, 
Minute 3.) 

Cyprus.
(Previous
References :
C C . (58) 75th
Conclusions,
Minute 1, and
C.C. (57) 78th
Conclusions,
Minute 9.)
H u m a n Rights .

C C . 77 (58) 

1. The Cabinet had before them a note by the Lord Chancellor 
(C. (58) 215) to which was annexed a draft White Paper on 
Emergency Legislation. 

The Lord Chancellor said that the Emergency Laws (Repeal) 
Bill, which was to be introduced at the beginning of the new session, 
was likely to prove controversial and it was therefore desirable that 
it should be accompanied by a White Paper describing its provisions 
and indicating the political philosophy which justified them. The 
text accordingly affirmed that, in the opinion of the Government, 
Regulations should not remain in being which could be used as a 
means of introducing far-reaching economic controls without specific 
legislative sanction and that it was the Governments intention to 
sweep away the emergency legislation which provided authority for 
the Regulations, to provide fresh legislative authority for the powers 
still required and to limit those powers strictly. 

In discussion it was suggested that it might be wise to amend 
the wording of certain passages in Part I of the White Paper which, 
quoted out of their context, might be used to misrepresent the 
Government as sacrificing economic realism to a doctrinaire political 
philosophy. It might also be considered improper to take political 
credit, in a document presented by the Government to Parliament, for 
the great reduction in emergency powers which the present Govern
ment had already effected. Certain drafting amendments were 
agreed with a view to meeting these criticisms. 

In further discussion the Cabinet were informed that agreement 
had been reached on the legal power to vary Regulations and on the 
retention of power to control hire-purchase transactions, and that on 
these two points only minor drafting amendments were required. 

The Cabinet— 
Approved the draft White Paper on Emergency Legislation 
annexed to C. (58) 215, subject to the amendments agreed 
in their discussion and such other drafting amendments as 
might be necessary, and authorised its publication on 
29th October. 

 2. The Cabinet had before them a memorandum by the Foreign 
 Secretary and the Colonial Secretary (C. (58) 216) about the pending 

 application by the Greek Government to the European Human Rights 
 Commission in connection with a number of cases of alleged ill

 treatment by the security forces in Cyprus. The hearing of this 
 application was to be resumed on 12th November and the Sub
 Commission concerned might decide, under pressure from the Greek 

 Government, to take oral evidence either in Cyprus or at Strasbourg. 
 If we refused to co-operate in making witnesses available, we should 

m D r e a c^ e f i of the Human Rights Convention, and the damage to our 
international reputation might be serious. On the other hand, there 
was little doubt that, if we conceded the point, the morale of the 
Armed Forces and the police in Cyprus would be seriously affected 
and the task of maintaining public order in the Island would become 
even more difficult. 

In discussion the Cabinet were informed that the Council of the 
North Atlantic Treaty Organisation (N.A.T.O.) had not yet reached 
agreement on the composition of the proposed conference on the 
future of Cyprus. They were at present considering alternative 
proposals, that the conference should consist of representatives of 
the United Kingdom, Turkish and Greek Governments, together 
with either the Secretary-General of N.A.T.O. alone or the Secretary-
General and representatives of two other Governments, probably the 



United States and Norway. But it was not yet certain that the Greek 
Government would agree to the holding of a conference at all. 

There was general agreement that, if the N.A.T.O. conference 
was still in prospect or actually in progress at the time when the 
Sub-Commission of the European Human Rights Commission 
resumed their hearing of the Greek Application, its chances of success 
would be liable to be seriously prejudiced if the Sub-Commission 
decided to summon witnesses. In those circumstances we should use 
all available arguments to oppose the taking of oral evidence. If, 
however, it became clear before 12th November that the N .AT.O. 
conference on Cyprus would not take place, the question might need 
to be reconsidered. 

The Cabinet— 
(1) Approved, in principle, the proposals in C. (58) 216. 
(2) Agreed that, if it became clear	 before 12th November that 

the proposed conference on Cyprus under the auspices 
of the North Atlantic Treaty Organisation would not be 
held, it would be desirable to give further consideration 
to the Governmenfs attitude towards the examination 
of witnesses by the Sub-Commission of the European 
Human Rights Commission in their resumed hearing of 
Greek allegations of ill-treatment by the security forces 
in Cyprus. 

S t e e I  '	 3. The Cabinet had before them a memorandum by the Minister 
L o c a t i o n of of Power (C. (58) 212) on the location of the proposed new steel strip 
N e w W o r k s . mill. 
(Previous T h e M i n i s t e r of P o w e r said that, as an alternative to the proposal 
R e f e r e n c e : discussed earlier by the Cabinet that the new plant should be sited 
C.C. (58) 44 th either in Wales or in Scotland, he now suggested, after consultation 
Conc lus ions , i t h the Iron and Steel Board, that one-third of the new capacity 
M i n u t e 6.)

 w

 ( i million tons) should be located at Ravenscraig, near Glasgow, and 
the other two thirds (^ million tons) at Newport. The total cost 
would be of the order of £130-140 millions, the major part of which 
would need to be provided by the Exchequer. The Ravenscraig 
project, which would be operated by Colvilles, would probably meet 
the whole of Scotland's needs for strip steel but would be capable 
of further expansion if necessary. He was satisfied, however, that the 
balance of the required capacity should be located in Wales and that, 
of the various possible Welsh sites—Newport, Swansea and 
Kidwelly—Newport was the most advantageous. The site at Swansea 
would not easily accommodate a further expansion of the plant in 
future, if necessary. The site at Kidwelly could be developed only at 
the expense of sterilising some 900 million tons of coal. Newport 
suffered from neither disadvantage; and it offered the prospect of 
a lower unit cost of production than any other site. These arguments 
in favour of selecting Newport were reinforced by the fact that it 
would be preferable that the new plant should be operated by 
Richard Thomas and Baldwins, Ltd., in association with their existing 
works at Ebbw Vale, rather than by the Steel Company of Wales. 
The latter already enjoyed a considerable preponderance of strip-mill 
capacity in the country; and, although they might be prepared to 
contribute from profits one-third of the cost of the new plant, it 
would be indefensible that the Exchequer should finance the greater 
part of a further enlargement of a de-nationalised company in which 
it had already invested over £100 millions. Richard Thomas and 
Baldwins, Ltd., on the other hand, remained a State-owned 
undertaking, which might reasonably look to the Exchequer for any 
additional finance that it might require. 
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In discussion a general welcome was extended to these proposals, 
which struck a fair balance between the claims of Scotland and those 
of Wales and between the interests of private enterprise and those of 
public ownership. The decision would not receive unqualified 
approval in Scotland, where organised labour would still press for 
the whole of the additional capacity to be located at Grangemouth. 
Scottish public opinion would probably be reconciled to the new 
proposals, however, when it was realised that the Ravenscraig project 
would increase the capacity of Colvilles by 340,000 tons of other 
products as well as by 250,000 tons of sheet steel and would be so 
planned as to allow further expansion in the future. In Wales the 
sociological arguments in favour of Swansea or Kidwelly were 
admittedly stronger than those for Newport, where there was already 
a shortage of labour, and it would not be easy to justify the grant of 
an Industrial Development Certificate. But these considerations 
were outweighed by the economic advantages of Newport, which was 
likely to become one of the major commercial and industrial centres 
of the country. 

In further discussion it was suggested that there might be 
advantage, from the point of view of opinion in Scotland, in 
announcing the Ravenscraig project separately and in advance of the 
remainder of the scheme. On balance, however, it would be 
preferable that the proposals should be announced as a whole and 
at the earliest possible date. It was unlikely that the arrangements 
with Colvilles could be completed before the Debate on the Address; 
but it might be possible to give some indication of the Governmenfs 
intentions, in general terms, during that Debate. 

The Cabinet— 
(1) Approved the proposals in C. (58) 212. 
(2) Invited	 the Minister of Power, in consultation with the 

Chancellor of the Exchequer, to consider the form and 
timing of an appropriate announcement. 

4. The Home Secretary said that opinion among the 
Governmenfs supporters remained in favour of early legislation to 
repeal section 88 of the Representation of the People Act, 1949, 
which restricted the number of cars which might be used on behalf 
of a candidate to take voters to the poll at a Parliamentary Election. 
There was also a strong case on merits for such legislation. The 
restriction had been widely evaded at the General Election of 1955 
and section 88 was falling into increasing disrepute. It had been 
ascertained that the Labour Opposition would resist its repeal; but 
since the Government could claim in support of their proposal the 
recommendation of the Speakefs Conference on Electoral Reform 
in 1944, they would be on strong ground in introducing a Bill for 
this purpose. 

In discussion it was suggested that the proposed legislation would 
entail no electoral, benefit for the Government and that its 
introduction in the last full session of the present Parliament would 
be open to misrepresentation which might operate to the Govern
menfs disadvantage during a General Election. On the other hand, 
the Government would be entitled to claim that their proposals 
represented a progressive and realistic adjustment of electoral law to 
the circumstances of modern life, in which a large proportion of the 
electorate owned cars, and that the Opposition were adopting a 
retrograde attitude in seeking to maintain a restriction which wa; 
out of date in the light of current social conditions. 

SECRET 
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The C a b i n e t -
Agreed in principle that legislation to repeal section 88 of 
the Representation of the People Act, 1949, should be 
introduced in the forthcoming session of Parliament. 

Hous ing
Pol icy .
(Previous
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C.C. (58) 73rd
Conclusions ,
Minute 6.)
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 5. The Cabinet had before them a memorandum by the Minister 
 of Housing (C. (58) 217) reporting that agreement had been reached 

 with representatives of the building societies on the details of a scheme 
 to assist house purchase through the agency of the societies, including 

 a provision that the societies should pay interest on money borrowed 
 from the Government at a rate not more than \ per cent, lower than 

 the rate which they charged to their own borrowers. 
In discussion it was agreed that an explanation of this scheme 

might appropriately be given during the Debate on the Address and 
that full details should be published in a White Paper to be issued 
shortly afterwards. 

The C a b i n e t -

Approved the proposals in C. (58) 217. 


6. The Cabinet had before them a note by the Chancellor of the 
Exchequer (C. (58) 214) covering a draft White Paper on assistance 
for small farmers. 

The Chancellor of the Exchequer said that the text of the White 
Paper had been approved by the Committee on the Farm Price Review 
and it was desirable that it should be published as soon as possible. 
Provision had been made for the necessary legislation in the 
programme for the forthcoming session. 

In discussion it was suggested that the White Paper might cause 
some disappointment among those small farmers who would not be 
eligible to benefit from the Governmenfs proposals. On balance, 
however, its provisions should be welcomed as further evidence of 
the Governmenfs concern to promote a steady improvement in the 
competitive strength of agriculture. 

The C a b i n e t 
(1) Approved the	 text of the draft White Paper on assistance 

for small farmers, annexed to C. (58) 214. 
(2) Invited the Secretary of State for Scotland and the	 Minister 

of Agriculture to arrange for its publication at an early 
date. 

7. The Cabinet had before them memoranda by the Minister 
of Defence (C. (58) 219) and the Chancellor of the Exchequer 
(C. (58) 221) about family pensions in the Armed Forces. . 

The Chancellor of the Exchequer said that while he was prepared 
to accept the increased scale of benefits proposed by the Advisory 
Committee on Recruiting, he could not agree that the improved 
scheme should remain on a non-contributory basis, as the Minister of 
Defence suggested. Such a change would represent a retreat from 
the Governmenfs declared intention that any future revision of the 
family pensions of the Forces would place it on a contributory basis. 
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It would also be in direct conflict with the general policy that provision 
for old age should be on a contributory basis and with the fact that 
all other Crown servants who enjoyed family pension schemes were 
required to contribute to them. It would therefore involve the risk 
of widespread and expensive repercussions in other parts of the public 
service. 

The Minister of Defence said that the Advisory Committee on 
Recruiting had specifically recommended that the non-contributory 
basis of the scheme should continue. The administrative difficulties 
of a contributory scheme would be serious. Most of the men in the 
ranks did not serve long enough to earn pensions, and much effort 
would be wasted in returning contributions which had been deducted 
from pay. The only practicable alternative would be to deduct 
contributions from the grant which long-service officers and men 
received on retirement; but this abatement of a grant which was 
designed to assist the transition to civil life would provoke legitimate 
presentment and would damage recruiting. The danger of reper
cussions could be minimised if it was emphasised that Service pensions 
had never been contributory and that this principle was designed, 
together with other features of the conditions of service, to 
compensate for some of the inevitable disadvantages of a career in 
the Armed Forces. 

In discussion there was general agreement that, in the interests 
of Service morale and of recruiting, it would be desirable to maintain 
the non-contributory basis of the family pensions scheme of the 
Forces, provided that further examination suggested that the risk of 
widespread repercussions in the rest of the public service could be 
discounted. 

The Cabinet— 
Approved in principle the proposals i ii C. (58) 219, subject 
to further consideration by the Chancellor of the Exchequer, 
in consultation with the Ministers concerned, of the risk 
of repercussions in the remainder of the public service if 
the family pensions scheme of the Armed Forces remained 
on a non-contributory basis after the introduction of the 
improvements recommended by the Advisory Committee on 
Recruiting. 

8. The Chancellor of the Exchequer said that he had ascertained 
that Mr. Black, the President of the International Bank, would be 
prepared to assist in resolving the present deadlock in the Anglo-
Egyptian financial negotiations if he received a request to this effect 
from both Governments. The Egyptian Government had already 
indicated that they would welcome mediation by Mr. Black; and it 
appeared to the Foreign Secretary and himself that it would be to 
our own advantage to accept such an arrangement provided that the 
negotiations were conducted on an informal basis and were given 
as little publicity as possible. This would leave us some freedom 
of manoeuvre as regards acceptance of any settlement which 
Mr. Black might propose but we ourselves might not find wholly 
acceptable. For example, Mr. Black was likely to suggest that the 
lump sum payment by the Egyptian Government should be spread 
over a rather longer period than we ourselves should wish and should 
be discharged, at least to some extent, in the form of securities with 
varying dates of maturity. We should need to consider such a 
proposal with care before committing ourselves to accept it. We 
should also need to maintain our insistence that a settlement between 
the Shell Oil Company and the Egyptian Government should be 
reached simultaneously with, or as part of, the general settlement 
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between the two Governments. Mr. Black had initially been 
unwilling to concern himself with the claim of the Shell Company: 
but arrangements were being made for him to have discussions with 
the Company in London and he might be induced to extend his 
efforts to promote the solution of this issue as well. 

In discussion there was general support for these proposals, 
provided that the negotiations undertaken by Mr. Black were attended 
by the minimum of publicity and were regarded as being in the nature 
of mediation rather than arbitration. 

The Cabinet— 
Invited the Chancellor of the Exchequer, in consultation 
with the Foreign Secretary, to seek to arrange for 
Mr. Black, the President of the International Bank, to use 
his good offices in promoting a settlement of the outstanding 
issues in the Anglo-Egyptian financial negotiations. 

*9. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (58) 211) on the current position and 
forward prospects of the economy. 

The Chancellor of the Exchequer said that the Governmenfs 
economic policy had three main objectives—to sustain the strength of 
sterling; to achieve stability of prices; and to maintain a high and 
stable level of employment. As a result of the measures taken during 
the previous 12 months substantial progress had been made towards 
the first two of these objectives; and, as the risk of inflation was now 
considerably less than a year ago, it was now possible to contemplate 
a further adjustment of economic policy designed specifically to check 
the growth of unemployment. Any measures adopted for this purpose 
must be related to a situation in which both exports and industrial 
production were declining and would probably continue to decline; 
consumer expenditure was higher than ever before and was likely to 
remain buoyant; and investment, while rising in the public sector, 
might tend to decline slightly in the private sector, particularly in 
manufacturing industry. In the light of these tendencies, it was 
reasonable to assume that unemployment might rise to a level of 
600,000 at the beginning of 1959. On the other hand confidence 
appeared to be reviving as a result of the renewed expansion in the 
United States, the successive relaxations of our credit policy and the 
optimistic forecasts of an expansion in world trade and investment 
which had been expressed both in the Organisation for European 
Economic Co-operation and during the recent Commonwealth Trade 
and Economic Conference at Montreal. Unemployment would 
normally fall during the spring, and the Government should seek 
to assist and accelerate this tendency by introducing such 
expansionary measures as would take rapid effect without reviving 
inflationary pressure in 1960. 

The Government had already taken action which would 
contribute substantially to this purpose. Bank Rate had been 
reduced; the restrictions on credit and on hire-purchase transactions 
had been eased; public investment programmes had been enlarged; 
special steps had been taken to assist particular areas in which there 
was a specially high level of unemployment; and arrangements had 
been made to finance an increase in exports to other Commonwealth 
countries. Further action should be considered under three main 
heads: — 

(i) Exports.—We might take the initiative in offering to make 
available five-year credits under Section 3 of the Export Guarantees 
Act for financing additional exports, provided that orders were 



placed rapidly. Such facilities might be extended to the Colonies, 
to some of the independent members of the Commonwealth and 
possibly to selected foreign countries. 

(ii) Investment.—Apart from measures which should properly 
be reserved for the Budget, the only stimulus to private investment 
which could be applied at short notice would be a further reduction 
in Bank Rate. Public investment had already benefited from the 
additional allocation of £30 millions authorised during the summer; 
and total public investment during the current year should be some 
£35 millions higher than the upper limit which had been imposed as 
part of the disinflationary measures adopted in the previous autumn. 
It had already been agreed that, for the following year, public 
investment should be increased by £75 millions; and, as a result of a 
survey of the possibility of accelerating projects scheduled for 1960-61, 
this figure might be increased to £125 millions. Employment might 
thus be provided for an additional labour force of 50,000 to 70,000 
men in 1959. 

(iii) Consumption.—Consumer expenditure was already at a 
record height, and any further measures affecting it should be so 
devised as to ensure that they would not recreate an excessive level 
of demand which would disturb the relative stability of prices which 
had now been achieved. It might be desirable, however, to consider 
a relaxation of the remaining hire-purchase controls (which affected 
mainly cars, wireless and television sets and household durable goods) 
or some acceleration in the release of post-war credits. The last 
of these possible measures had the disadvantages that it would involve 
legislation and might undermine confidence by creating the impression 
that the Government foresaw a serious recession. On the other hand 
its impact on the economy would be direct, immediate and non
recurrent. 

In discussion the Cabinet were informed that since mid-
September unemployment had risen by a further 38,000 to a level of 
514,000, or 2-3 per cent. This increase was larger than the normal 
seasonal rise at this period of the year; and unemployment had now 
risen above the level of 500,000 for the first time since the end of 
the war. The recent increase in the seasonally adjusted figure of 
unfilled vacancies gave some grounds for cautious optimism; but it 
would be prudent to assume that unemployment might rise to about 
625,000, or 2-9 per cent., in the early months of 1959, although it was 
unlikely to exceed 3 per cent. Thereafter, in the absence of any 
further stimulus to production, it would follow the normal seasonal 
course and was likely to remain at an average level of about 550,000 
during the year. 

It was suggested that in the light of these latest developments 
the economic outlook was more forbidding than the Chancellor of 
the Exchequer had suggested. The steel industry was suffering a 
marked recession; and the decline in the international freight market 
made it unlikely that ship-building orders would revive for at least 
another 12 months. Local authorities were still adopting a cautious 
attitude towards building, under the influence of the 6 per cent, 
interest rate currently charged by the Public Works Loans Board 
and the restrictive circular which had been issued by the Ministry of 
Housing and Local Government in the context of the disinflationary 
measures adopted in the previous autumn. These factors indicated 
that there was room in the economy for a significant expansion of 
production; but it was important that any measures taken to stimulate 
such an expansion should not be such as would subject the balance 
of payments to renewed pressure or restrict in advance the freedom 
of manoeuvre which the Chancellor of the Exchequer would wish to 



retain in the Budget of 1959. It was for consideration whether 
measures could be devised which, while avoiding these risks, would 
ensure that the increase in unemployment at the beginning of 1959 
would be less serious than at present appeared likely. 

The Cabinet— 
Agreed to resume their discussion of the economic situation 
at a subsequent meeting. 

Cabinet Office, S.W.1, 
24th October, 1958. 


