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THIS DOCUMENT IS THE PROPERTY OP HIS BRITANNIC MAJESTY'S GOVERNMENT.) 

g,E C R E T. C 0 P Y N Q i 

C A B I N E T 8 (57). 

Meeting of the Cabinet to be held at No. 10, Downing 
Street, S.W.I., on WEDNESDAY, 17th FEBRUARY, 1937," 

at 11. 0 a. m. 

AGENDA. 

1. FOREIGN AFFAIRS. 
The Situation in Spain - (if required). 

(Reference Cabinet 7 (37) Conclusion l). 

Additional Item 

THE CORONATION: SEATS IN GOVERNMENT STANDS ON THE 
CORONATION ROUTE. 

(Reference Cabinet 66 (36) Conclusion 11) 
Memorandum by the Lord President of the Council. 

C P . 63 (37) - circulated herewith. 

3. NEW CONSTRUCTION PROGRAMME, 1937. 
(Reference Cabinet 48(36) Conclusion 11). 
Memorandum by the First Lord of the Admiralty. 

CP. 61 (37) - circulated herewith. 

4. CALEDONIAN POWER ORDER, 1937: PRODUCTION OF CALCIUM 
CARBIDE. 
Memorandum by the Minister for Co-ordination of Defence. 

CP. 55 (37) - already circulated. 
Memorandum by the Secretary of State for Scotland. 

CPo 60 (37) - already circulated. 
Memorandum by the Minister of Labour. 

Co P. 62 (37) - to be circulated. 



5. THE SPECIAL AREAS. 
(Reference Cabinet 67 (36) Conclusion 14). 
Reoort of Cabinet Committee. 

C P . 57 (37) - to be circulated. 

- -rwAWPTAT CONDITION O F M L M P L P Y M E N T RIND: REPORT 
(Reference Cabinet 8 (36) Conclusion 10). 
Memorandum by the Minister of Labour. 

CP. 59 (37) - circulated herewith. 

7. MINISTERS' SALARIES. 
(Reference Cabinet 6 (37) Conclusion 7). 
Report of Cabinet Committee. 

CP. 20 (37) - already circulated. 
C P . 29 (37; - already circa at ed. 

Memorandum by the Home Secretary, covering draft Bill. 
C P . 48 (37) - circulated herewith. 

8. TEACHERS' SUPERANNUATION. 
(Reference Cabinet 58 (36) Conclusion 9 and Appendix). 
Memorandum by the Secretary of State for Scotland and 
the President of the Board of Education. 

CP. 56 (37) - already circulated. 

9. REORGANISATION OP THE WHITE FISH INDUSTRY. 
(Reference Cabinet 58 (36) Conclusion 9). 
Memorandum by the Minister of Agriculture and 
Fisheries and the Secretary of State for Scotland. 

CP. 53 (37) - to be circulated. 

10. CONCLUSIONS OF HOME AFFAIRS COMMITTEE. 
3rd Conclusions (37) of Home Affairs Committee - to be 
circulated. 

(a) National Health Insurance Act (Amendment) Bill. 
(Reference Cabinet 2 (37) Conclusion 8). 
Memorandum by the Minister of Health, 
covering draft Bill. 

H.A. 9 (37) - already circulated. 



(D) Children and Youn-: Persons (Scotland) Bill. 
(Reference Cabinet 58 (36) Conclusion 9 and 
A bendix). 
Memorandum by the Secretary of State for 
Scotland, covering draft Bill. 

H.A. 7 (37) - already circulated. 

11. PRIVATE MEMBERS1 BILLS. 
For Friday, February 19th, 1937. 

(a) Parliament Act (1911) Amendment Bill. 
Second Reading. (Mr. H.G. Williams (U)). 

(b) Peace Bill. Second Reading. (Mr. Mander (L)) 
For Friday, February 28th, 1957. 

(a) Employers' Liability Bill. Second Reading. 
(M . Potts (La. )). r

(b) Administration of Justice (Wales) Bill. 
Second Reading. (Mr. E. Evans (L)). 

(Signed) M.P.A. HAWKEY, 
Secretary to the Cabinet. 

2, Whitehall Gardens, S.W.1., 
13th February, 1937. 
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C A B I N E T 8 (57), 

CONCLUSIONS of a Meeting of the Cabinet held at 
10, Downing Street, S.W.I. , on WEDNESDAY, 

the 17th FEBRUARY, 1937, at 11.0 a.m. 

PRESENT: 
The Right Hon. Stanley Baldwin, M.P., 

Prime Minister. (in the Chair). 
-jie Right Hon. 

J. Ramsay MacDonald, M.P.,
Lord President of the Council. 

e Right Hon. 
The Viscount Hailsham, 
Lord Chancellor. 

Ihe Right Hon. 
The Viscount Halifax, K.G., 
3.C.S.I., G.C.I.E., Lord Privy 

I Seal. 
lhe Right Hon. 

W. Ormsby Gore, M.P., Secretary 
of State for the Colonies. 

fhe Most Hon. 

for India. 
fhe Right Hon. 

Walter Elliot, M.C., M.P., 
Secretary of State for Scotland. 

Ihe Right Hon. 
Sir Samuel Hoare, Bt. , G.C.S.I., 
G.B.E., C.M.G., M.P., First Lerd 
of the Admiralty. 

fhe Right Hon. 
W.S. Morrison, M.C., K.C., M.P., 
Minister of Agriculture and 
Fisheries. 

Fhe Right Hon. 
Sir Kingsley Wood, M.P., 
Minister of Health. 

Fhe Right Hon. 

The Right Hon. 
Neville Chamberlain, M.P., 
Chancellor of the Exchequer. 

The Right Hon. 
Sir John Simon, G.C.S.I.,K.C.V.O. 
O.B.E., K.C., M.P., Secretary of 
State for Home Affairs. 

The Right Hon. 
Malcolm MacDonald, M.P., 
Secretary of State for 
Dominion Affairs. 

The Right Hon. 
A. Duff Cooper, D.S.O., M.P., 
Secretary of State for War. 

The Right Hon. 
The Marquess of Zetland, G.C.S.I., The Viscount Swinton, G.B.E., 
G.C.I.E., Secretary of State M.C., Secretary of State for 

A-ir. 
The Right Hon. 

Walter Runciman, M.P. ,
President of the Board of Trade. 

The Right Hon. 
Sir Thomas Inskip, C.B.E, K.C., 
M.P., Minister for Co
ordination of Defence. 

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

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

The Right Hon. 
The Earl Stanhope, K.G.,D.S.0.,M.C, L. Hore-Belisha, M.P., 
First Commissioner of Works. Minister of Transport. 

THE FOLLOWING WERE ALSO PRESENT: 
The Right Hon. the Earl of Plymouth, 

Parliamentary Under-Secretary of State 
for Foreign Affairs. (For Conclusion 2 ) , 

Lionel Sir M.P.A. Hankey, G.C.B., G.CM.G., G.C.V.O. Secretary. 
s 
Left the Meeting at noon to attend the Memorial Service of the late 
Lt.-Colonel The Right Hon. H. Spender-Clay on behalf of the 
Cabinet. 



I. The Prime Minister informed his colleagues 
that he had arranged with the Lord Privy Seal and 
the Secretary of State for the Colonies to represent 
the Cabinet at a Memorial Service to the late 
Lt.-Col. the Right Hon. H. H. Spender-Clay, CM. G-. ,M. C. , 
M.P. This would involve their leaving just before 
noon. 



rppg SITUATION 
1$ SPAIN. 
J V 1 9 Non
intervention 
ConiCiittee. 

(Previous 
Reference: 
Cabinet 7 
( 3 7 ) , Con
elusion 1.) 

2. (The Right Hon. The Earl of Plymouth, 
Parliamentary Under-Secretary of State 
for Foreign Affairs, as Chairman of the 
International Non-intervention Committee, 
was present foi this item. ) 

At the request of the Lord Privy Seal, acting 
temporarily for the Secretary of State for Foreign 
Affairs, the Parliamentary Under-Secretary of State 
reported that on Monday the representatives of all 
the Powers on the Chairman's Sub-Committee except 
Portugal had come to the following agreement:

(i) To take the measures necessary to 
give effect to the ban on volunteers 
by midnight on February 20th. 

(ii) To inform the Committee forthwith 
what measures had actually been taken. 

(iii) To adopt by" the same date the scheme 
of supervision before them with the 
ne c e s s ary modificat ions. 

(iv) To begin operating the supervision 
scheme from midnight March 6th. 

Portugal had agreed to ban volunteers but had reserved 
her position as regards supervision. On the previous 
day the full Non-intervention Committee had given 
general assent to the above agreement and the repre
sentatives had undertaken to ask their respective 
Governments to inform the Committee as soon as 
possible what measures were being taken to implement 
it, and by whom. The main difficulty outstanding 
arose out of the position of Portugal. The Portuguese 
Government had rejected the scheme of land super
vision and the Committee was now considering an 
elaboration of a proposal made direct to the British 
Government, namely, that British agents should be 
attached to the Embassy in Portugal for purposes of 
observation, or, as an alternative, some sort of 
sea supervision with the necessary adaptations; or, 
as a second alternative, a combination of both schemes. 



Unfortunately the Portuguese Ambassador had not 
yet received instructions, though these were 
expected at any moment. This delay was causing the 
French Government great anxiety. Their gesture in 
accepting land supervision had as yet resulted in no 
assurance whatsoever that Portugal would co-operate. 
Unless the situation was immediately cleared up it 
would be very difficult for the French Government to 
take action to stop volunteers. It seemed, therefore, 
to be very important to carry Portugal with the rest 
of the Committee and to secure them as willing co
operators. It ;was still possible, however, that 
Portugal would refuse to co-operate. In this case 
a very serious situation would arise. The French and 
Russians would press for action, possibly of a drastic 
character, independently of Portugal, but the Germans 
and the Italians might not agree. This would lead 
once again to disagreement, which would hold up the 
proposals. 

In the course of a short discussion the hope was 
expressed that the Portuguese proposal that British 
agents should be attached to the Embassy to watch 
the position would be adopted in preference to Naval 
action, which would be extremely difficult to carry 
out. 

It was pointed out that it would be unnecessary 
for us to give any guarantee in respect of Portuguese 
supervision of the scheme. The only responsibility 
we should have to take would be to watch the 
situation as best we could. There would be loopholes 
in any scheme, but probably less under this scheme 
than under one which depended on maritime action. 



The Parliamentary Under-Secretary of State for 
Foreign Affairs said that the difficulty v/as that the 
French and other nations v/ould want to "be satisfied 
that we were given all necessary facilities. In reply 
to a question as to what would happen if agreement 
had not been reached as regards Portugal before the 
end of the week, he said the danger was that the 
French might not give effect to the scheme. In that 
event the whole scheme might be delayed, as all the 
acceptances had been on the condition that every 
country represented on the Committee agreed to carry 
it out. It had to be remembered also that the ban 
on volunteers was made dependent on supervision being 
applied within a reasonable time. 

(The Earl of Plymouth withdrew.) 



3. The Cabinet had before them a Memorandum by 
the Lord President of the Council (CP. -63 (37)) 
inviting discussion of the terms of the following 
resolution passed unanimously by the Coronation 
Committee on the question of the price to be charged 
for seats in Government stands on the Coronation 
route:

"That, after careful consideration of 
all possible methods of discrimina
tion in matter of price between classes 
an, individuals, the Coronation Committee 
has satisfied itself that no satisfactory 
scheme of discrimination is possible. 
The Committee believes that a charge of 
15/- a seat would not exclude any of 
those whose attendance is desired in a 
representative capacity. 
The Committee therefore advises that a 
charge be made of 15/- per seat and 
that the remaining cost be borne by 
the Exchequer". 

The Chancellor of' the Exchequer informed his 
colleagues that he would have preferred that cost 
price should be charged for all uncovered seats. 
If some of the interests concerned had said that they 
could not afford to pay for them he would have replied 
that they could meet the situation by applying for 
fewer seats — although as a matter of fact some of 
the interests concerned seemed to be able to find a 
good deal of money for Congresses and so lorth. 
The Inter-Departmental Committee had suggested there 
should be 25,000 seats in the Mall which should be 
charged only 10/- a head and should be allotted to 
those who could not afford more', while 60,000 people 
who could, afford to pay more were to make good the 
loss on the cheaper seats. It hao. been pointed out, 
however, that this plan would create a good deal of 
dissension, and the Committee had not recommended 
it. He himself had thought, however, that it 



night have been possible to meet the situation by 
charging 10/ - for 2 5 , 0 0 0 seats and cost price for 
6 0 , 0 0 0 seats, the loss on the cheaper seats being made 
good by the Exchequer. After hearing, however, the 
objections of the Secretary of State for India and 
the Secretary of State for Dominion Affairs, as well 
as those urged by the Deputation which had waited on 
the Prime Minister on the previous day on the subject, 
he had realised that i,t ywas ga-t-hor -ha-M; that-;-pco-pire 

-pay more for the-i-r-seats---- though an answer could be 
rIiad̂ -on--th-is-p oi**t-al aa^if-nace s s ary. 

The argument now was that the Coronation had to 
be conducted with proper ceremony and dignity: that 
in Westminster Abbey seats which cost a good deal of 
money were provided for a number of people who really 
had to be present: that the same argument could well 
be applied to the processional route, which ought to 
be not only well lined but lined by the right sort of 
people. If these could not afford the price of their 
seats there was a case for making it good out of 
public funds. He himself was now prepared to accept 
this argument and to make good the difference, as 
proposed in the Lord President's Memorandum. 

The Cabinet agreed — 
(a) That a charge be made of 15./- per seat 

and that the remaining cost be borne 
by the Exchequer: 

(b) That the Lord President of the Council 
should announce this decision by answer 
to a Question in the House of Commons. 
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MEW CONSTRUCTION 4. The Cabinet had before them a Memorandum bv HOGRAMMB, 1S37. 
the First Lord of the Admiralty (CP.-61 (37)) 

proposed (Previous stating- that the/ New Construction Programme for 1937 Reference: 
Cabinet 48 was as follows:
(36), Con
elusion 11. ) 3 Capital Ships. 

2 Aircraft Carriers. 
FK.S/t8) io. 7 Cruisers (5 of 8,000 tons, 2 of 

5.000 - 6,000 tons). 
16 Destroyers (i.e.,2 Flotillas, two vessels 

being fitted a-s Leaders). 
7 Submarines. 
2 Escort Vessels (previously known as 

"Sloops"). 
4 Minesweepers (previously known as "Sloop 

Mine sweeper s"). 
3 Patrol Vessels (previously known as 

"Coastal Sloops"). 
Miscellaneous Vessels: 

1 Destroyer Depot Ship. 
1 Submarine Depot Ship. 
1 Large Surveying Ship. 
1 Small Surveying Ship. 
2 Large River Gunboats. 
2 Loop Minelayers. 
10 Motor Torpedo Boats. 
16 Boom Defence Vessels. 
2 Tugs. 

In his Memorandum the First Lord said that this 
"Programme was based on Defence Requirements Committee 
Paper No.37, and Defence Policy and Requirements 
Committee Paper No.88 (Revise), and followed naturally 
from the policy of re-establishing a strong' Navy as 
quickly as appeared to be practicable, without 
resorting to emergency measures in relation to labour, 
or to undue diversion of shipbuilding and other 
connected industrial activities from their normal 
channels. A Table attached to the Memorandum showed 
the financial effect of the above proposals. 

The First Lord of the Admiralty made a statement 
in elaboration of his Memorandum, in the course of 
which he mentioned that in order to meet the wishes 
of the Chancellor of the Exchequer he was arranging 
to postpone the laying down of some of the ships 



until later in the year; and that he was advised, so 
far as labour was concerned, that the carrying out 
of this programme would not interfere with the Army 
and Air Force Programmes. 

In reply to a question he said that the Japanese 
had not yet agreed to adopt the 14-inch gun. At the 
present moment we were bound by no Agreement, but 

£ ^ £ ^ ^  ̂ ^^negotiations were proceeding satisfactorily for the 

-/jLi f/'/L- .4part-i-Pom-Japan. In any event the intention at the 
urill "^-^^-^putset -was to adhere to 35,000 tons and 14-inch guns 
Ta^as^. yfor the British Capital Ships irrespective of the 

Japanese attitude. He also explained that Destroyer 
Leaders were included in the provision for Flotillas, 
and that arrangements had been made for the provision 
of the necessary steel for constructing the programme. 

The Chancellor of the Exchequer drew attention to 
paragraph 15 of the Statement relating to Defence 
Expenditure (Cmd. 5374), issued on the previous day,, 
where it was mentioned that the average cost of the 
New Construction Programmes for the years 1931 to 1934 
was less than £12,000,000, whereas the cost of the 
1936 Programme would be nearly £50,000,000. The 
Programme now before the Cabinet would bring this 
figure to £62,000,000. He had agreed this Programme 
with the First Lord of the Admiralty. In asking the 
First Lord to postpone the date of laying down certain 
ships he had not been actuated primarily by the 
desirability of saving money, but by the consideration 
that it was undesirable to place all the Naval.orders 
at the same time. So far as labour was concerned 
it had to be remembered that there was a class of 
labour, represented, for example, by draughtsmen, 
who moved about from one branch of engineering 



23ir 

industry to another, who would he drawn to the ship
yards by large simultaneous orders, to the detriment 
of the other Services. He had been anxious, therefore 
to avoid placing too many orders at once lest stimula
tion of these particular orders should be at the 
expense of others of equal importance. He had also 
been anxious lest, by placing all the orders for 
warships at once, we should exclude the building of 
merchant ships, on which, in the long; run, the future 
of the industry would depend. 

The President of the Board of Trade was also very 
anxious to maintain steady replacement of merchant 
ships in three classes, namely:

(l) TANKERS, where there was a serious 
shortage and some of the big Oil 
Companies could not obtain all the 
tonnage they required: 

( 2 ) PASSENGER VESSELS, of which we were 
likely to require more, especially in 
view of the extensive American subsLdi
sation of shipping: 

(3) TRAMPS, which were important in time 
of war. 

Prom this point of view he urged that the Admiralty 
should spread out their orders for shipping. 

The First Lord of the Admiralty said that the 
Admiralty had always taken into account civilian needs 
and that he had practically agreed with the Chancellor 
of the Exchequer as to the dates for laying down the 
new pro gramme. 

The President of the Board of Trade drew attention 
to the shortage of scrap for steel construction. 

The Minister for Co-ordination of Defence said 
that, according to his information, notwithstanding 
this shortage the Admiralty were selling scrap at 
£7:10:0 a ton, abroad. 

The First Lord undertook to look into the question 
of the sale of scrap. 



The Minister of Labour said that he had been 
investigating- the question of labour f02 shipbuilding 
and engineering in some detail and had a Report on 
the subject almost ready for circulation. 

The Cabinet agreed — 
(a) To approve the Programme submitted by the First Lord of the Admiralty in CP.-61 (37) and summarised above: 
(b) To take note that the ships would be 

laid down at dates which would be 
agreed, so far as they had not been 
already agreed, between the First 
Lord of the Admiralty and the 
Chancellor of the Exchequer. 

-10



jgg CALEDONIAN 5. The Cabinet had before them the following 
POWER ORDER, 
,937. documents on the question of the Governments attitude 
production of towards the Caledonian Power Order, 1937, relating 
Calcium Carbide. 

to a scheme of the British Oxygen Company to erect 
works for the production of calcium carbide and other 

F.R.lo(yj)o. r r i a t s r .^ a l s a x, corpach, in the West Highlands:-
A Memorandum by the Minister for 
Co-ordination of Defence (CP.-55 
(37)), setting forth the consider
ations which compelled him to the 
conclusion that, from the defence 
point of view, the scheme ought on 
merits to be supported, notwithstand
ing that a previous Bill had been 
rejected by the House of Commons 
and that the Highlands were not 
scheduled as a Special Area. He 
realised, however, that on wider
political grounds his colleagues 
might take a different view: 
A Memorandum by the Secretary of 
State for Scotland (CP.-60 (37)) 
strongl;/ urging the claims of the 
Highlands for the establishment of 
a hew industry and asking that the 
Government should give the fullest 
support to the Second Reading of 
the Bill: 
A Memorandum by the Minister of 
Labour (CP.-62 (37)) adducing 
arguments to show that from the 

-1point of vie-"' oi unemployment, 
labour supply, and other factors, 
as well as the particular needs of 
the Soui!i Wales Special Area, the 
scales were heavily weighted in 
favour of that district." 

Considerable discussion took place on this 
subject, in the course of which general agreement was 
expressed that the Cabinet would have to announce 
their- attitude when the matter came before the 
Committee of the House of Commons about the second 
week in March. It became clear, however, that further 
information was necessary before a, decision could be 
reached. For example, there was uncertainty as to 
the correctness of the British Oxygen Company's 
estimates of the relative cost of electrical power 
under the Highland scheme or in South Wales respect
ively, and as to the views of the Electricity 



Commissloners on this point. It was suggested also 
that the production of calcium carbide was important 
not only from the Defence point of view but also because 
it was entering more and more into all kinds of chemical 
manufacture. The key question, however, on which the 
Cabinet desired further information was as to whether 
a factory, whether in Scotland, South Wales or else
where, was necessary from the point of view of Defence. 
In this connection it was stated that the output of 
existing factories in Canada (150,000 tons per annum 
in the aggregate) was more than sufficient for our 
needs, which, as formulated in a Memorandum by the 
Board of Trade in June, 1935, were only 5,000 tons a 
year as compared with an earlier estimate of 20,000 
tons. It was also pointed out that in the Great War 
there had been one factory in this country producing 
5,000 tons a year, and a second factory had been built 
near Derby with a capacity of 10,000 tons a year, which 
only came into production in the autumn of 1919. We 
appeared, therefore, to have managed in the War without 
much home manufacture. 

The provision of a factory was recognised to be a 
matter of insurance rather than one on which a precise 
decision could be given. It depended largely on whether 
our communications with Canada could be kept open in 
time of war. It was pointed out, however, that if 
our communications could not be kept open we should 
virtually have lost the war. 

The Cabinet agreed — 
That the Ministei for Co-ordination of 
Defence, in consultation with such 
Ministeis as he might desire on the 
various aspects of the question, 
should make a report to the Cabinet 
more particularly on the question of 
whether the provision of a calcium 
carbide factory was necessary from 
the point of view of Imperial Defence. 

-12



THE SPECIAL 6. The Cabinet had before them the Report (CP.-57 
AREAS. (37)) of the Cabinet Committee on the Reports of the 
Report of 
Cabiiaet Commissioners for the Special Areas (Cmd.5303 and 
Committee 
on the Cmd. 5245). The Cabinet Committee had also had under 
Reports of 
the Ccmmis- examination the Report of an Inter-Departmental sioners. 

Committee and two Memoranda by the Chancellor of the 
(previous Exchequer, which they attached as Appendices I, II Reference: 
Cabinet 67 and III respectively. After drawing particular 
(36), Con
elusion 14.) attention to the considerations contained in Appendix 

F.R.9^7)//jz..H, regarding Government action in aid of the Special 
Areas in ways other than under the Special areas Act, 
the Cabinet Committee made recommendations concerning 
the Third Report of the Commissioner for England and 
Wales, which might require legislation, and suggested 
that they should be authorised, if their recommendations 
were accepted in principle by the Cabinet, to arrange 
for the preparation of a draft Bill for submission to 
the Committee"of Home Affairs and for the approval of 
the Cabinet on February 24th, if possible. 

The Chancellor of the Exchequer gave the 
Cabinet a full summary of the proposals of the 
Cabinet Committee. 

A discussion followed, in the course of which 
it was pointed out that apart from the proposals 
requiring legislation, dealt with in the Report of the 
Cabinet Committee, there would be a number of details 
to settle before the subject was debated in the House 
of Commons. These, however, could be settled in due 
course and there was general agreement that for the 
moment the most important issue was the preparation 
of the Bill. 

In discussing the proposal under which the 
Government would provide 25 per cent, of the capital 



for the formation of public utility companies operating 
outside1 the Special Areas for the purpose of acquiring 
sites and buildings, etc., it was pointed out that the 
75 per cent, to be subscribed privately could not be 
forthcoming unless it took precedence for purposes of 
dividend over the Governments 25 per cent. 

The Chancellor of the Exchequer said he had 
not appreciated this point, but he agreed that it could 
hardly be avoided. 

It was urged that when introducing the scheme 
something should be said to indicate that further 
assistance to the coal districts was being considered. One 
suggestion was for the provision of hydrogenation plant 
in South Wales, but the Chancellor of the Exchequer and 
the President of the Board of Trade (who had only just 
received a report on the subject based on the latest 
information) pointed out that the present prospects were 
not encouraging and it would be a mistake to encourage 
false hopes by mentioning the matter. 

The President of the Board of Trade said he 
could place the facts before any Minister who wanted to 
refer to it in the Debate. 

An alternative means of helping the coal industry 
in South Wales, it was pointed out, would be the 
establishment of a new electrical generating plant, but 
the investigations on this point were still incomplete. 

The Minister for Co-Ordination of Defence said 
he was receiving repeated questions about hydrogenation 
from the point of view of National Defence and would like 
the views of the Cabinet as to what answer he should give. 

He was asked to avoid giving any definite reply 
pending the Debate on the Special Areas. 



The Cabinet agreed: 
(a) To approve in principle the recommendations 

of the Cabinet Committee on the Reports 
of the Commissioners for the Special 
Areas as set forth in C P . 57 (37): 

(b) That the Cabinet Committee should 
arrange for the - preparation of a draft 
Bill for submission to the Committee of 
Home Affairs with a view to its 
consideration by the Cabinet on 
Wednesday, the 24th February. 



0

HE UNEMPLOY- 7 . The Cabinet had before them a Memorandum by 
$JUT FUND. , of Labour (CP.-59 (37)) covering the 
T

 t h Q M i n i s t e i

Financial 
Condition Annual Report of the Unemployment Insurance Statutory 
' Committee on the financial condition of the Unemploy-

Annual Report 
of Unemploy- ment Fund on December 31, 1936. In respect of its 
ment Insurance 
Statutory General Account the Fund was more than reasonably 
Committee. 

sufficient to dischaige its liabilities, and there 
(Previous was a non-recurrent surplus of £17,250,000 available 
Referencei 
Cabinet 8 for disposal. By a majority the Committee recommended 
(36), Con
elusion 10.) certain changes required to make the Fund, in respect 

PR.i o ̂ 32)/"S of its General Account, not more than reasonably 
sufficient; and estimated that the proposed changes 
would increase the expenditure of the Fund by approxi
mately £2,250,000 a year or £17,250,000 in the eight
year period 1937-1944. The Statutory Comriiittee also 
reported formally on the financial condition of the 
Agricultural  the Unemployment Fund. A c c o u n t  o f

Subject to the Chancellor of the Exchequer1s concur
rence, the Minister 0 1 Labour proposed to adopt the 
Majority Report of the Committee and to take the 
necessary action for giving effect to it by an 
affirmative Resolution of both Houses. 

In the course of a short discussion the 
Chancellor of the Exchequer drew the attention of the 
Cabinet to the fact that, after hearing certain 
economists, the Committee had assumed that there would 
be eight years' slump in employment beginning in 1938 
and that the surplus only arose after making provision 
for these eight bad years  The actual amount e

accumulated was over £50,000.000. He recalled that 
the Leader of the Opposition in the House of Commons, 

^ in discussing Defence Expenditure, had recalled that 
the Government, of which he had been a member, had had 



to "borrow £100,000 for the Unemployment Fund. The 
present Government had not ^nly funded the debt on this 
item but had also accumulated £50,000,000. 

After a short further discussion the Cabinet 
agreed: 

(a) To authorise the Minister of Labour to 
adopt the Majority Report of the 
Unemployment Insurance Statutory Committee 
on the Financial Condition of the 
Unemployment Pond on the 31st December, 1936* 
attached to C P . 59 (37): 
That the actual date of publication^should 
be settled by the Minister of Labour in 
consultation with the Minister of Health 
and the Secretary of State for Scotland: 

(c) That the Minister of LabourXshould take 
the necessary action for giving effect to 
the Report by an affirmative resolution 
of both Houses. 



 of 

ĵiJlSTSRS1 8. The Cabinet had before them a Memorandum by 
SALARIES. 

the Home Secretary (CP.-48 (37)) covering the Draft 
Draft Bill. 

Clauses of a Bill designed to carry out the recom
(Previous mendations contained in the Reports of the Cabinet 
Reference: 
Cabinet 6 Committee on Ministers Salaries (CoP.-20 (37) and 
(37), Con
elusion 7.) CP.-29 (37)). In his Memorandum the Home Secretary 

f̂ft-H C^J^io/drew attention to Clause 4 (2), proposing a method 
identifying ''Cabinet Ministers"; and Clause 5, in 
respect of emoluments attaching to the office of 
Prime Minister and First Lord of the Treasury. 

The Home Secretary drew the attention of the 
Cabinet to some of the more important Glauses in the 
Bill. 

In dealing with Clause 5, he drew attention 
to the desirability of tying up the two offices of 
Prime Minister and First Lord of the Treasury, and 
suggested a re-draft of the Clause which he hoped 
would virtually produce this result. Historically 
and traditionally, he pointed out that there was much 
to be said for this course. A Prime Minister who was 

also First Lord of the Treasury would always be in a 
particularly strong position in the case of a 
difference between a Government Department and the 
Treasury. 

Another point of view was that the mass of 
the general public knew or cared very little about the 
office of First Lord of the Treasury, but were very 
interested in the position of the Prime Minister. As 

this was a Bill to increase the remuneration of 
Ministers, it would be better not to complicate it by 
a constitutional issue which would certainly be debated 
in the House of Commons, but to state in the simplest 
terms that the salary of the Prime Minister was to be 
£10,000 a ĵ ear and that if he held some other office 
he would not receive any additional remuneration. 
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This view was eventually accepted. 
In connection with Clause 2 (a) of the Bill, 

it was agreed that the salary of the Parliamentary 
Secretary to the Treasury should he raised to £3,000 
and that this should he effected by including this 
office in Part II of the Schedule 

The provision in Clause 2 (b) -of the Bill 
for a salary of £1,000 to each of the Lords Commissioners 
of the Treasury was approved. 

The arrangement in Clause 3 (2) making 
provision as to the numbers of Parliamentary Under-
Secretaries in the House of Lords and the House of 
Commons respectively was approved. 

The Home Secretary pointed out that it might 
be necessary to insert words to make clear that Under-
Secretaries of the Treasury were not qualified to sit in 
the House of Lords. 

Some doubts were expressed on this point and 
the Home Secretary undertook to consider the point. 

In regard to Clause 4 (2), it was pointed out 
that this Clause, dealing with the pension of the Prime 
Minister, was unintentionally drawn in such a way as to 
exclude Mr. Lloyd George from a pension. 

There was general agreement that the Bill 
should be amended in this respects 

Some discussion took place as to whether this 
Clause o\?ght to include, as a condition, that the Prime 
Minister, in order to qualify for a pension, must have served 
for some particular term of months or years, whether as 
Prime Minister or holder of some important office. It 
was pointed out that, without some such provision, it 
would be technically possible for a Prime Minister to 
accept the.task of forming a Government even though he 
had no prospect of a Parliamentary majority and to hold 



office for a short time pending the assembly of 
Parliament and thus qualify for a pension v/ith hardly 
any service at all. The general view was, however, 
that in British politics such a situation was not 
likely to he created deliberately and that there was 
much to be said for assuming that anyone who had 
reached the position of Prime Minister should be 
awarded a pension, even though his tenure of office was 
short. The Bill as presented to the House of Commons 
should make no such provision, but the Government 
should be prepared to meet the general wishes of the 
House of Commons as revealed in the Debateo 

The Home Secretary pointed out that no 
prevision was made in the Bill for the repeal of the 
Political Pensions Act  He alco pointed out that the a

Leader of the Opposition's salary would be borne on 
the Consolidated pond as it would be impossible to have 
a vote and a Debate on his office. The remaining 
salaries would be subject to Debate and possible 
alteration. 

The Prime Minister informed his colleagues 
that he had discussed the matter with the Leaders of 
the Labour and Liberal Opposition Parties, but they 
had not been able to say what the views of their 
respective colleagues would be. He had also discussed 
the matter with Sir Austen Chamberlain who was in 
favour, as he was now himself, of putting the Bill in 
operation as soon as it became law0 Sir Austen 
pointed out that the Bill was drawn in order to correct 
anomalies and it would be a mistake for the Government 
not to correct those anomalies as soon as they had the 
power0 Moreover, if the matter was postponed until 
after the General Election, it would /Come up on 



Election platforms. The Earl of Winterton had 
concurred in these views0 He mentioned also that the 
Leader of the Opposition had expressed the view that 
the worst paid person in the House of Commons was the 
Deputy Chairman of Ways and Means, who only received 
£1,0C0 a year. 

The Home Secretary said it would "be 
unnecessary to provide in the Bill for the Deputy 
Chairman as this depended on the Estimates of the 
House fif Commons itself and was essentially a question 
for the House of Commons. 

The Minister of Health suggested that this 
might be mentioned when the Bill was introduced. 

The conclusions of the Cabinet were as 
follows:

(a) To approve the draft Clauses of the 
Bill attached to C P . 48 (37) subject 
to the following 

(b) That Clause 5 (l) should be re-drafted 
so as to make clear that the Prime 
Minister was to receive a salary of 
£10,000 a year: 

(c) That the Parliamentary Secretary to the 
Treasury should receive a salary of 
£3,000 a year and that his office should 
be included in Part II of the 
Schedule to the Bill: 

(d) To include the provision in Clause 8 (b) 
of the Bill for the payment of a salary 
of £1,000 a year to each of the Lords 
Commissioners of the Treasury; 

(e) To approve Clause 3 (S) of the Bill in 
respect of Parliamentary Under-
Secretaries in the House of Commons and 
House of Lords respectively, and that the 
Home Secretary should be asked to 
consider whether it was necessary or not 
to insert words to show that an Under-
Secretary of the Treasury could not sit 
in the House of Lordss 

(f) That Clause 4 should be re-drafted in 
such a way as not to exclude Mr, Lloyd 
G-eorge from a pensions 



That Glauss 4 (2) of the Bill should 
he re-drafted so as to omit the 
condition that the Prime Minister 
should have to serve three years 
before becoming qualified for a 
pension: but that the Government 
should be prepared to reconsider this 
decision in the light of the Debate 
in the House of Commons: 
That the Bill should come into 
operation as soon as it became law0 



9. The Cabinet had before them a Joint Memorandum IEACHSRS ; PSRANNDATION ) 
 1925. by the Secretary of State for Scotland and the s

posed President of the Board o f Education (C.P.-56 (37)) 
ndments. 

asking the sanction of their colleagues to the intro
gvious duction of a Bill to amend the Teachers1 (Superannua

tion) Act, 1925, and the Education (Scotland) (Super
annuation) Act, 1925, in order that, on the analogy 
of the Civil Service, a pensioner might allocate part 
of his superannuation benefits to his dependants, and 
to remove existing limitations on the treatment as 
pensionable of periods of absence abroad of British 
teachers. 

The Cabinet agreed: 
To approve the introduction of a 
Bill, to amend the Teachers' (Superannuation) 
Act, 1925, and the Education (Scotland) 
(Superannuation) Act, 1925, on the lines 
described in CP.-56 (37) and set forth 
above. 
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10. The Cahinet had hefore them a Joint Memorandum 
by the Minister of Agriculture and Fisheries and the 
Secretary of State for Scotland (CP.-53 (37)) 
seeking authority for the preparation and submission 
to the Committee of Home Affairs of a Bill for the 
re-organisation of the White Fish Industry, based in 
the main on the recommendations of the Second Report 
of the Sea-Fish Commission issued in March, 1936. 

The Minister of Agriculture and Fisheries said 
that he was prepared to meet the oroposals of the 
President of the Board of Trade for the protection of 
consumers as well as for ensuring that the members of 
the '£43ib4M&aa: should be really independent. 

The Cabinet agreed: 
To aporove the preparation and submission 
to the Committee of Home Affairs of 
a Bill for the re-organisation of the 
White Fish Industry as proposed in 
CP.-53 (37), 



JHE NATIONAL 11. The Cabinet had under consideration a Memo-HEALTH INSUR-
ASOB ACT (AMENDMENT) BILL. 
(Previous 
Reference: 
Cabinet 2 
(37), Con
clusion 8. ) 

randum by the Sinister of Health (H. A.-9 (37)) 
covering the draft National Health Insurance Act 
(Arrendruent) Bill, the object of which was to amend 
the description of the persons with whom arrangements 
night be made under the National Health Insurance ^ct, 
1936, for the dispensing of medicines, in order to 
make it clear that corporate bodies (including 
limited companies and co-operative societies) were 
entitled to take part: together with the following 
recommendation of the Committee of Home A f f a i r s 

thereon (H.A.C. 3rd Conclusions (37), Minute 3):
"To authorise the introduction forth
with in the House of Lords of the 
National Health Insurance Act (Amend
ment) Bill in the form of the draft 
annexed to H.A.-9 (37), subject to 
any drafting or other minor altera
tions that may be found necessary 
or desirable. 11 

The Cabinet agreed: 
To approve the proposals of the 
Committee of Home Affairs as set 
forth above. 



THE CHILDREN 
i  b YOUNG 

PERSONS 
(SCOTLAND) 
BILL. 

A 

(Previous 
Reference: 
Cabinet 58 
(36), Con
clusion 9 and 
Appendix. ) 

12. The Cabinet bad under consideration a Memo
randum by the Secretary of State for Scotland 
(H.A.-7 (37)) covering1 the draft Children and Young 
Persons (Scotland) Bill, which was purely a consolida
tion measure: together with the following recommenda
tion b,y the Committee of Hons Affairs thereon (H.A.C. 
3rd. Conclusions (37), Minute 4):

"To authorise the introduction forth
with in the House of Lords of the 
Children and Young Persons (Scotland) 
Bill in the form of the draft annexed 
to H.A.-7 (37), subject to any drafting 
or other minor alterations that may be 
found necessary or desirable." 

The Cabinet agreed: 
To aporove the proposals of the 
Committee of Home Affairs as set 
forth above. 



THE PARLIAMENT 
ACT (1911) 
AMENDMENT 
BILL

(Previous 
Reference: 
Cabinet 7 
(37), Con
elusion 11. ) 

13. The Cabinet had under consideration the 
Parliament Act (1911) Amendment Bill, introduced by 
a Private Member and down for Second Reading in the 
House of Commons on Friday, February 19th. 

The Cabinet agreed: 
(a) That the Home Secretary should 

arrange with the Solicitor-
General to soeak for the Government 
on this Bill. 

(b) That the Solicitor-General should 
take the line usual with a Bill 
of this type, that the subject 
was unsuitable for a Private Bill. 



PEACE BILL.

:ovious 
iference:
ibinet 7 
\l), Con
lusion 12.) 

fM.w\(y])i^

 14. The Cabinet had under consideration the Peace 
Bill, introduced by a Private Member and down for 

 Second Reading- in the House of Commons on Friday, 
 February 19th. 

T h e  C £ b i n e t  a g r e e d : 

That the Parliamentary Under-
Secretary of State for Foreign 
Affairs should deal with this Bill. 



1IKE EMPLOYEESjABILITY BILL. 
previous 
Reference: 
Cabinet 21 
(36), Con
elusion 3. ) 

F-R-9P7) 14-. 

15. The Cabinet had under consideration the 
Employers' Liability Bill, introduced by a Private 
Member and down for Second Beading in the House of 
Commons on Friday, February 26th. 

The Cabinet reserved this until their next 
regular weekly meeting. 



16. The Cabinet had under consideration the IHS ADMINISTRA
f lON OF JUSTICE fWALES) BILL- Administration of Justice (Wales) Bill, introduced 

by a Private Member and down for Second Reading in 
(previous 
Reference: the House of Commons on Friday, February 26th. 
Cabinet 58 
(36), Con- The Cabinet reserved this until their next 
clusion 9 and 
Appendix.,) regular weekly meeting. 

ER. 9(37)1 sr. 

2, Whitehall Gardens, S.W.I., 
17th February, 1937. 



.fHE ADMINISTRA- 16. The Cabinet had under consideration the 
5.JON OP JUSTICE 
(WALES) BILL. Administration of Justice (Wales) Bill, introduced 

by a Private Member and down for Second Reading in 
(previous 
Reference: the Rouse of Commons on Friday, February 26th. 
Cabinet 58 
(36), Con- The Cabinet reserved this until their next 
elusion 9 and 
Appendix- ) regular weekly meeting. 

2, Whitehall Gardens, S.W.1. , 
17th February, 1937. 
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