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C A B I N E T 31 ( 38 ). 


Meeting of the Cabinet to be held at No. 10 

Downing Street, S.W.1., on WEDNESDAY, 6th 


JULY, 1938, at 11.0 a-m. 


AGENDA. 


1. FOREIGN AFFAIRS. 


China: Assistance to. 


 (Reference Cabinet 30 (38) Conclusion 3 ) . 


Memorandum by the Secretary of State for Foreign 

Affairs. 


C P . 152 (38) - circulated herewith. 


Memorandum by the Chancellor of the Exchequer. 

C P . 157 (38) - circulated herewith. 


2. CONVERSATIONS WITH REPRESENTATIVES OF THE FRENCH GOVERNMENT. 


(Reference Cabinet 27 (33) Conclusion 10). 


Memorandum by the Minister for Co-ordination of 

Defence. 


C P . 153 (38) - to be circulated. 


3. PORTUGAL: MILITARY MISSION TO. 


(Reference Cabinet 23 (38) Conclusion 5 ) . 


Memorandum by the Minister for Co-ordination of Defence, 

covering extract from draft Minutes of the 323th Meeting 

of the Committee of Imperial Defence, together with copy 

of a letter from the Foreign Office to the Secretary, 

Committee of Imperial Defence. 


C P . 156 (38) - circulated herewith. 


4. MAINTENANCE OF THE ADVANCED AIR STRIKING FORCE ON THE CONTINENT. 


(Reference Cabinet 26 (38) Conclusion 4 ) . 


Memorandum by the Minister for Co-ordination of Defence, 

covering extract from draft Minutes of the 328th Meeting 

of the Committee of Imperial Defence, together with 

Report by the Chiefs of Staff Sub-Committee. 


C P . 154 (38) - circulated herewith. 


[Fitional Item. BUPIPING SOCIETIES. 


(Reference Cabinet 28 (38) Conclusion 9) 


Statement by the Lord Chancellor. 




(  % Memorandum by the Minister of Agriculture and 

Fisheries. 


C P . 147 (33) - circulated herewith. 


6. REPLACEMENT OF H.M. YACHT VICTORIA AND ALBERT. 


Memorandum by the First Lord of the Admiralty. 

C P . 155 (33) - already circulated. 


7.	 ELECTRICITY DISTRIBUTION BILL. 


(Reference Cabinet 28 (38) Conclusion 16). 


Memorandum by the Minister of Transport. 

C P . 125 (33) - already circulated. 


Report of Cabinet Committee, 

C P . 151 (38) already circulated. 


3. CONCLUSIONS OF HOME AFFAIRS COMMITTEE. 


12th Conclusions (38) of Committee of Home Affairs - to 

be circulated. 


(i) Rating and Valuation (Air Raid Works) Bill. 


Memorandum by the Minister of Health, 

covering draft Bill. 


H-A. 23 (33) - circulated herewith. 


Memorandum by the Secretary of State for 

Scotland. 


H-A. 24 (38) - circulated herewith. 


(ii) Workers' Holidays Bill. 


(Reference Cabinet 27 (33) Conclusion 11). 


Memorandum by the Minister of Labour, 

covering draft Bill-


Ho A. 22 (33) - circulated herewith. 


(Signed) M.P-A. HANKEY, 


Secretary to the Cabinet. 


2, Whitehall Gardens, S.W.I. 


1st July, 1938. 
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CONCLUSIONS of a Meeting of the Cabinet held 

at 10 Downing Street, S.W.1., on WEDNESDAY, 


the 6th JULY, 1938, at 11.0 a.m. 


PRESENT: 


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

Prime Minister.


She Right Hon. 

Sir John Simon, C C S . I . , 

G.CV.0., O.B.E., K.C., M.P., 


I Chancellor of the Exchequer. 


(he Right Hon. 

Lord Maugham, 

Lord Chancellor. 


he Right Hon. 

The Viscount Halifax, K . C , 

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

of State for Foreign Affairs. 


[he Right Hon. 

Lord Stanley, M.C. , M.P. , 

Secretary of State for 

Dominion Affairs. 


he Right Hon. 

Malcolm MacDonald, M. P. ,

Secretary of State for the 

Colonies. 


he Right Hon. 

A. Duff Cooper, D.S.O., M.P. ,

First Lord of the Admiralty. 


'he Right Hon. 

Sir Kingsley Wood, M. F., 

Secretary of State for Air. 


'he Right Hon. 

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

President of the Board of Trade. 


*e Right Hon.
 n Q n 


The Earl Stanhope, K.G., -D.b.u., 

M . C , President of the Board of 

Education. 


Right Hon. 

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

Minister of Labour. 


 (In the Chair). 


The Right Hon. 

The Viscount Hailsham, 

Lord President of the Council. 


The Right Hon. 

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

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

of State for Home Affairs. 


The Right Hon. 

The Earl De La Warr, 

Lord Privy Seal. 


The Most Hon. 

The Marquess of Zetland, 

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

Secretary of State for India. 


The Right Hon. 

Sir Thomas Inskip, C.B.E., K.C., 

M.P., Minister for Co-ordination 

of Defence. 


The Right Hon. 

L. Hore-Belisha, M.P., 

Secretary of State for War. 


The Right Hon. 

John Colville, M.P. ,

Secretary of State for Scotland. 


The Right Hon. 

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

Minister of Agriculture and 

Fisher ies. 


The Right Hon. 

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

Minister of Health. 


The Right Hon. 

E.L. Burgin, M. P. * 

Minister of Transport. 


Secretary 




SPAIN. 1. The Secretary of State for Foreign-Affair a 

Non-Inter
vent ion. 

 reported that by means of an effort the Non-Tnterven

tion Committee had reached agreement on the previous 

^Previous
Reference: 

 day and that the British., French, German and. Italian 
Cabinet 29
(38), Con

 Governments had each contributed a cheque for 

clusion 5.) £12.500 towards the preliminary expenses. The repre

. sentative of Soviet Russia had made one difficulty, 

but this had been met by a. small alteration in the 

Draft Report that had '.proved acceptable to the 

other Powers . ^he next stage was that the plan was 

on its way to the two Governments in Spain. His 

experience at the Non-Intervention Committee on the 

previous day di^ not inspire him with much confidence 

in rapid progress . As Italy and. Germany had both 

accepted the Agreement, however * it seemed possible 

that General Franco's Government might not make much 

difficulty about it. ""he agreement o^ the Barcelona. 

Government was likely to depend unon the 

advice o-e Soviet Russia. He x̂ arnert the Cabinet that 

the document offered every facility for any party 

-seeking to make trouble. As soon as it ha.d been 

handed to the two Governments in Spain the Report 

would be published. If both should a.ccept, some 

further formal stage was necessary in London, and a 

further fifteen ^ays would be required before the 

machinery got into working order on the frontier 

and in the ports, and two or three months was the 

shortest estimate the time required before the 

first volunteer to be repatriated, boarded a ship. 

He understood that the principal delay was involved, 

in getting the volunteers first into camps. He 

would do everything possible to expedite it. He 

added that the Italie.n Ambassador had been very 

helpful on the previous day. 



SPAIN. 2. The Secretary of State for Foreign Affairs 


Indiscriminate said that, on the previous day he had seen Sir R. 

Bombing. 


— Hodgson. He had circulated General Franco's Note 

*General Franco's 

Note. about indiscriminate bombing to the Cabinet. A 


possible point o^ confusion arose out o^ the following 

(Previous 

Reference: phrase in paragraph 2 of General Franco's Note:-

Cabinet 30 

(38), Con- "It has never entered into plans of 

elusion 1.) National Air Force to single out 


, \ ships of British nationality as 

2
Fl?.32(-5v-- objectives of its bombardments." 


It was not clear whether this meant that British 


ships had not been singled, out as distinct from 


ships of other nationa.lities . or whether it meant 


that British ships had not been singled out as 


distinct from military objectives on land, in proximity 


to which they are lying. A telegram had been sent to 


clear- up this point (Foreign Office ""elegram No. 206 


to Burgos, July 5, 1938). He feared that the answer 


would be that General Franco did not deliberately 


select. British, ships for bombing but that he. claimed 


the right to bomb any ship in port. 


Proposed The Secretary of State, continuing, said that the 

Neutral 


Port. shippers did not like General Franco's proposal of a 


single port in Spanish Government territory where 


goods could be unloaded free from bombing. Their 


reason was that all other ports would, in effect be 


labelled as open to bombing. Another objection to 


the proposal was that in the northern part of the 


Government territory there was no suitable port other 


than Barcelona. * - Almeria was quite unsuitable. 


He proposed to take up the solutions which General 


Franco was prepare* to offer about aerial warfare. 


He also had it in mind to send a private warning to 


General Franco in which he would, make clear that we 


could not accept his views on international law, and. 


would warn him that his present action was calculated 




Possible 

Med iation. 


to drive us into violent measures. He was, however, 


anxious to avoid taking such measures, as they would 


involve us in formidable consequences with other 


countries besides Spa.in. 


Sir R. Hodgson had said that there was no prospect 


of getting, any result from mediation at the present 


time. He had reported, however, that General Franco's 


Government was concerned about the extent of German 


commercial activity in Frankist territory. They had 


therefore passed a law providing that future commercial 


Companies must always have 60 per cent, of Spanish 


capital. British concerns, such as the Rio  m into 


Company, would not be affected, as the law was not 


retrospective. Tt was aimed at the Germans. 


He had reason to believe that bombing of ports had 


been temporarily suspended. 


The Prime Minister, referring to the proposed 


warning to General Franco, said ths* j l tb-̂ iiph he had. 


favoured it of QU(? timc^ ho did. not contemplate &Q*h&%* 


What he had in mind was a. verbal eommuni cat ion intimat

ing to General Franco that if he must bomb the Spanish 


Government's ports he must use discretion and. that 


otherwise he might arouse a feeling in this country 


which would force the Government to ta.ke action. 


Such a situation was by no means beyond, the bounds of 


possibility if the sinkings were to reach, say, one 


ship a day. 


The President of the Board of Tra.de said that a 
week ago the number of British ships calling at ports 
under the control of the Spanish Government was very 
few. Tf, however, General Franco goroaiotod iw. bombing, 
B^BW*wy* they were likely to return to the trade, ^he 
Almeria project was of no value. 

http://Tra.de


SPAIN. 3. The Secretary of State for Foreign Affairs 


Proposed expressed the view that it would be necessary to make 

0 Statement 

in Parlia- some sort, of statement in Parliament on Thursday, 

ment. 


July 7th. He did not think much could, be said pending 


the elucidation of the meaning of the phrase in 


General Franco's Note on indiscriminate bombing 


quoted in Conclusion 2. He thought that the idea of 


selecting Aimeria or some other single port should, be 


re jected. 




CENTRAL EUROPE, 


Cz e chos 1ova kia. 


(Previous 

Reference: 

Cabinet 30 

(38), Con
elus ion 2 .) 


4. The Secretary of State for Foreign Affairs 


said the.t the conversations vere proceeding in C-secho 


Slovakia. The whole atmosphere in that, country, 


however, was probably slightly vitiated by Sokol. 


An exchange of telegrams had taken pls.ce with the 


British Minister in Prague as to the Comprehensive 


Statute to be introduce^ into the Czechoslovak 


Parliament,  m h e Fcreicn Office view was thst this 


was undesirable unless the Comprehensive Statute was 


s.ccepted by the Sudeten Deutsch. Their idea, was that 


the Statute should consist only of points which had 


already been agreed, and that other points should be 


left over for subsequent s e t t l e m e n t m h e r e had been 


an idea of holding in readiness a British mediator 


who coul^ go to Czechoslovakia and get in touch with 


both parties in the event of a breakdown. Mr Uewton 


reported his own view that the Czechoslovaks might 


reject the proposal if we made it plain, as we should 


ha.ve to do, that tfoo mediator wao not committod.. 


http://pls.ce


ITALY. 5. ""he Secretary State for Foreign Affairs 

Relations
with. 

 drew attention to a telegram from His Majesty's 
Ambassador in Rome (Wo .133 of July 2nd) containing 

* (Previous
Reference: 

 a memorandum, written by Signor Mussolini himself, 

Cabinet 29
(38), Con

 complaining that,whereas the Italian Government had 

clusion 4.) carried out the Anglo-Italian Agreement, there had 

been no corresponding contribution on the part of 

Great Britain: objecting to the idea of proposing 

ah armistice to General Franco; refusing a uni

lateral withdrawal of Italian volunteers: and 

admitting that for the application of the Agreement 

there was nothing else but to await the development of 

events in Spain, though this delay, in the view of 

the Fascist Government, risked compromising the 

moral effects of the Agreement.  m h e memorandum 

further repudiated any connection between the 

eventual Italo-Freneh Agreements or the resumption 

of Ttalo-Frenoh Conversations and. the application of 

Anglo-Italian Agreements. In communicating the 

memorandum to the "Sari of Perth, Count. Ciano had. 

said that Signor Mussolini desired publicity to the 

Notes that had been interchanged, including his own 

memorandum. The Foreign Secretary said, that the view 

of the Foreign Office was that Signor Mussolini was 

annoyed at events in Spain and at General Franco's 

slow progress : that he was animated, by anti-French 

sentiments; was upset by the references in the 

British and French Press to the grain restrictions 

in Italy and their subsequent cancellation, as well 

as by our recent policy in ^urkey and Bulgaria. 

There was probably force in the suggestion that 

was made at the Cabinet that an attempt to separate 

* Great Britain from France was In Signor Mussolini's 

mind. We had, however, always made it plain that 



while we were anxious that the Franco-Italian 


Conversations should he maintained, we did not insist 


on their success as a condition of the Anglo-Italian 


Agreement: in other words, that we desired to see 


the Anglo-Italian Conversations completed, by Franco-


Italian Conversations, but not as a condition of the 


ratification of the former, 


In the course of the discussion it was pointed out 


that Signor Mussolini WAS completely wrong in suggest

ing that he had fulfilled his contract but we had not 


fulfilled ours, 


Some emphasis was placed on the danger of publica

tion of" Signor Mussolini's memorandum, the political 


effects of which might mean an end. to the Anglo-Italian 


Agreement. It was suggested that an answer should be 


drafted, which it would be difficult for Signor Mussolini 


to publish-


The Secretary of State for Foreign Affairs read the 


heads of a draft- answer as follows :-

We should recognise that Italy had been 

helpful at the Non-intervention Committee. 


We should make clear that we had never 

made any secret of our condition that 

the Spanish situation must be cleared up. 


We should express our inability to accept 

the imputation that we had of.one nothing 

in return for the withdrawal of troops 

from. Libya and the stopping of the Bari 

broa.dcasts ̂  


We should, point out that we had. already 

informed the Italian Government that the 

coming into force of our Agreement, was 

not dependent on the Franco-Italian 

Conversations, though we regretted that 

he refused, to continue those until our 

own Agreement wa.s in force. 


Failing his acceptance of our suggestions 

or his making suggestions himself,, we 

could only agree with him that we must, 

wait to ratify the Agreement, meanwhile 

pushing on with *he British plan. 


We should hope also that neither Government 

would do anything to render the situation 

more d if fi cult. 




We should express the hope that delay 

would not annul the Agreementao-thij 

mou2H hn held t," juntify thr nttitmdr 

of- the- -late Foroign -Soorgt-a/ry- . 


In addition, he would mention that we deprecated, 


publication df the memorandum. Generally speaking, 


our attitude should be one of frankness and good. will. 


The Prime Minister hoped that Signor Mussolini's 


memorandum would not be taken too seriously. Experi

ence showed that dictators were liable to gusts of ill 


temper, ^he arguments mentioned, by the Foreign 


Secretary did not meet Signor Mussolini's real point, 


which was that Italy desired above all things British 


recognition of her position in Abyssinia. Unfortunatel 


this could not be given because the Spanish war still 


continued . Added, to this , General Franco had not 


succeeded in winning! the bread supply of Italy had 


failed: the orders issued, had. had to be rescinded; 


and Signor Mussolini had got in a temper. He (the 


Prime Minster), however, felt that we ought to be able 


to get round this point, if only for the reason that 


the Italian people were well satisfied, with the Anglo-


Italian Agreement, a rupture of which would be no 


advantage to the Duce. He agreed that it was very 


important that the memorandum should not be published. 




CHINA. 6. The Cabinet had. before them tfce following Most 


Assistance Secret documents on the subject of Assistance to 

tb. 


China:
(Previous A Memorandum by the Secretary of State 

Reference: for Foreign Affairs (CP.-152 (38)) 

Cabinet 30 posing the question whether His Majesty's 

(38), Con- Government should provide financial 

elusion 3.) support to China to the extent of 


/ . w £20,000,000, and adducing arguments 

frR
-3
 L J ' which led him to the conclusion that 


the necessity and the possibility of 

doing something to protect British 

interests and prestige in China and 

in Asia should, on balance, outweigh 

the risk and consequences of Japanese 

resentment: 


A Memorandum by the Chancellor of the 

Exchequer ( CP.-157 (38)) putting 

forward considerations of the utmost
gravity on the other side, and drawing 

his colleagues' special attention to 

the possible consequences to ourselves 

of intervening in the Sino-Japanese 

conflict, having regard, to the dangerous 

state of Europe. 


The discussion showed that the arguments for and. 


against the provision of financial support to China 


were very nicely balanced. The Chinese, with their 


backs to the wall against a peculiarly brutal aggression 


by Japan, were fighting the battle of Western Nations 


in the Far East. If Japan obtained, control of a large 


part of China, British trade would gradually be frozen 


out, as had already happened in Manchukuo. A Deputa

tion which the Foreign Office had received, on the 


previous day from the China Association ha.d been 


unanimous on this subject, though some members of it 


had not been favourable to the proposed, financial 


support owing to the hostility that, it would provoke 


in Japan. The proposal was consistent with the 


Resolutions adopted at Geneva, which so far it had 


been found impossible to implement. Most of the 


experts on China, were reported to agree that great 


danger to that country arose from the collapse of the 




currency. While the propos-al oould- be -"̂ jr̂ ê ertt-en 


and supported a.s a British interest, the loan could 


not be tied, up by conditions which would prevent the 


Chinese Government from a.pplying it to var purposes . 


It was admitted, therefore, that the loan would, 


amount to intervention on behalf o^ China. Attention 


was drawn, however, to the following telegram that 


had been received from His Majesty's Ambassador in 


Japan:

"I have received hints from fairly 

responsible quarters that Anglo-

Japanese a.ction (to be taken with 

the assent a.nd. co-operation of 

Chinese Government) for preventing 

collapse of Chinese national currency 

would, if obtainable, be agreeable 

to Japanese Government...........11 


(mokyo telegram No.815, of 

5th July .) 


The Foreign Secretary had already sent a telegram 


asking for the precise meaning of this passage. 


The Cabinet were informed that India was watching 


the struggle between China, and. Japan with the utmost 


interest, with a strong bias in favour of China. 


Something was being done in Burma, to improve 


communications with China. If nothing was done by 


this country it. would give the impression that we 


were afraid to act or were unable to do anything. 


The a-dmission that the proposal amounted to 


intervention in China was used, as a. powerful argu

ment. against its adoption. In this connection 


attention was drawn to the earlier warnings of His 


Majesty's Ambassador in Tokyo as to the effect it 


would, have in the alienation of Japanese opinion from 


this country. It was suggested that the real 


ground for the proposal was to secure China from 


defeat. £SO millions, however, was not likely to 


prove sufficient for this. What was to happen at 




the end of the year if this proved, to be the case? 


Were we to find another £20 millions? As to the 


views of the China Association, they would naturally 


want a backing for China, and it was particularly 


significant that some members of it did not. want it. 


The passage quoted above from Sir bes-Iie- Cragie' s 


telegram showed, that what the Japanese had in mind 


was Anglo-Japanese action, and did not detract from 


the gravity of the Ambassador' s warning against 


purely British action. It. was sta.ted that some of 


the experts did. not consider that the collapse of 


the currency would have such critically serious 


consequences -̂ s had been suggested. China had great 


powers of resilience. The first effect of a collapse 


would probably be the suspension of payment of 


interest on Bonds which had hitherto been paid. 


The effect on British banks would, of course, be 


serious, but, in the view of some experts, not 


catastrophic. Whatever financial resources were 


left, after colla.pse of the currency would, be used for 


financing the war instead of for paying the interest 


on debts . One suggestion was that if the £20 millions 


were forthcoming it. would involve us in doing every

thing we could to help China to win the war. We 


could, not stop at that point, 


It was stated that a somewhat similar proposal 


had been made at Geneva a year ago by Dr. Kung, who 


had openly admitted that his object, was political 


in order to bring out the fact that the United 


Kingdom was on the side of China. While the latest 


proposal was in line with the Resolution taken at 


the League of Nations, it. was stated that it went 


beyond what had. then been visualised. 




Another reason given against the proposed financial 


support to China was that, as constantly urged by the 


Chiefs of Staff Sub-Committee, it was very important 


to avoid, simultaneous war with Germany, Italy and 


Japan. At the present moment, when our relations with 


Italy threatened, to deteriorate, it would be a great 


mistake to antagonise Japan. Failure to support 


China might involve loss of prestige in the Far East, 


but this would be inconsiderable compared with the 


consequences of an unsuccessful war. 


Two suggestions were made for easing our position 


in relation to Japan if the loan was made to China., 


viz. 

(l) That we should ask other Powers	 interested, 

including especially the United States of 

America, to co-operate in the loan'. 


(2) That we should follow up the idea of 

Anglo-Japanese co-operation contained 

in the Tokyo telegram referred, to above. 


Another suggestion was that Australia, and New 


Zealand ought to "He consulted before a decision was 


taken. 


The Cabinet were reminded o^ a proposal that had. 


been ma^e two months ago for a commercial loan to 


China on the security of the deposits of antimony and 


wolfram in that country. That proposal had been 


rejected by the City of London on commercial grounds. 


It was suggested, however, that, in the event of His 


Ma. jesty's Government providing financial support to 


China, they might secure part of it at any rate on 


these deposits. This would also h8.ve the advantage 


of preventing Germany from acquiring these important 


metals . A variant of this proposal was that we should, 


purchase the whole of these deposits, ^he objection 


to this proposal, however, was that the deposits v-ere 


still in the ground. To pay for them as and when 




they were received would not help China; hut to pay 


for them in advance would he as irritating to Japan 


as a mere loan. 


Another sugges+ion was that in return for a loan 


we should obtain an extension of the leased ' 


territory at ^owloon. In this connection the- Cabinet 


we^e informed that an extension of the leased territory 


was being examined, but this was not considered a 


favourable moment for opening the question. 


The Prime Minister, summing up the discussion, said 


that the arguments were very nicely balanced. The 


Foreign Secretary had put both sides fairly in his 


Memorandum, and when he found his colleague, after 


considering both sides of the question, still urging 


action, he himself found it difficult to oppose. 


Nevertheless he could only agree to the proposal with 


grave misgiving. It was not disputed that the object 


of the proposal went beyond mere support to the Chinese 


currency in the interests of British banks. Serious 


as the failure of the currency would be, the attempt 


was made to justify the proposal on the ground that we 


must support China in the war. In fact, the proposal 


amounted, to intervention. The more effective that 


intervention was, the more disagreeable it would be to 


the Japanese. We had no guarantee that after a year 


Japan would be reduced to such a state of exhaustion 


aa to agree to terms which would be fair to China and. 


leave us a proper share of the trade of that country. 


We should then be told that another £SO millions was 


necessary. He felt that this was rather a long vista 


and that we were being committed to a policy based on 


the supposition that our interests were against a 


Japanese victory and that we must d 0 all we could to 


prevent it. He himself was not prepared to dispute 




: io5 

that a Japanese triumph might result in a situation in 


Northern China, resembling that in Manehukuo. He was 


not certain, however, that China would collapse. 


China, had. always shown great powers of recuperation. 


The Japanese operations might he less successful in the 


future than in the past.  m h e Chinese had received a 


good deal of munitions from Soviet Russia, which had 


not yet, he believed, been paid for, except to some 


extent by barter. It was by no means unlikely that 


the Soviet might continue to furnish support. Our 


money might well go to Russia instea-d. of to the 


Bondholders. The result, therefore, of a loan might 


be bad. The situation would, be different if we only 


had. to consider Japan and ourselves, when the present 


proposal might be faced. But we could not limit the 


question to these two nations. In Spain we had 


adopted a policy of non-intervention so as to avoid 


spreading the conflict. Were we certain that to 


adopt an opposite policy in China would not have that 


very effect? In this connection it was interesting to 


note tha.t the Germans had just withdrawn all their 


Generals, although they had very large interests in 


China. He did not see how any device, such as purchases 


of wolfram, could hide the real object of a loan. 


Was it not, probable that Signor Mussolini, who wa.s in 


a captious mood, might stigmatise our action as 


directed, against the Dictator Countries in genera-l? 


The Prime Minister then recalled, the repeated warnings 


of the Chiefs of Staff Sub-Committee a.s to the necessity 


of avoiding a war with three nations at once. If we 


were to become embroiled in the Par East, Germany might 


seize the opportunity to do something in Czechoslovakia, 


or Italy in Libya. He agreed that the situation would 




be much improver" if the United States of America could 


join us, as suggested in paragraph 11 o^ C.P.-l?i2 (38) 


and in the draft telegram attached thereto. He had, 


however, been opposed to sending the telegram until 


the Cabinet had made up its mind. There was always a. 


danger that Washington might announce that they had 


f
refused a British suggestion o  the kind. On the 


previous day, however, he had. seen the American 


Ambassador, who had just returned from Washington, 


and who had given a very favourable account, from 


our point of view, of President Roosevelt's attitude 


towards, an̂ i desire to co-operate with, His Majesty's 


Government, ^he Ambassador had a.lso been reassuring 


as to the Presidents intentions over the application 


0^ the Neutrality Law if we became engaged, in war. 


The Ambassador had also shown himself very desirous 


to help. This led him to suggest that the American 


Ambassador might be a better, as well as a. slightly 


less formal, channel for taking soundings as to the 


possibility of American co-operation in the proposal 


before the Cabinet than His Majesty's Ambassador in 


Washington. He suggested, therefore, that the 


decision should be left over while a little fresh 


light on certain aspects of the problem, was obtained 


from s/s.shington and Tokyo. 


^he Foreign Secretary agreed that a. delay in making 


so grave a decision was reasonable, He did not under

rate the objections to his proposal. He agreed that 


it would be easier to apply it if other nations would, 


join. He had. to see the American Ambassador the same 


day, and he would sound him on the question and 


ascertain if he was willing to sounr1 the American 


Governmentt / 0 H e agreed also that it was desirable to 


await Sir too lie Craigie's reply to his latest 


telegram to clear up the point quoted earlier in this 




summary . He raised the question as to whether the 


Governments of Australia and New Zealand should he 


consulted . 


The Prime Minister thought it would be premature to 


consult the dominions and that it would he better to 


wait until the Cabinet had had a further discussion. 


The Cabinet agreed — 


(a) To postpone the question of whether 

financial support should be provided, 

to China until the next regular 

weekly Meeting of the Cabinet: 


(b) That in the meanwhile	 the Secretary 

of State for Foreign Affa.irs should 

(i) obtain from Sir t̂ e-fHrer Craigie 

the further information he had 

already asked for as to the 

meaning of the proposal con
tained in Tokyo telegram. No .815 

of the 5th July, quoted, in the 

above summary: and 


(ii) take discreet soundings with the 

American Ambassador as to whether 

he thought it would be advisable 

to ascertain whether the Government 

of the United States of America 

would be willing to co-operate in 

financial support to China, and 

whether His Excellency would 

himself be prepared, to take 

soundings in Washington: 


(e) That	 consultation with the Governments 

of the Dominions should be postponed 

until the Cabinet had had a further 

discussion on the subject. 




summary. He raised the question as to whether the 


Governments of Australia and New Zealand should be 


consulted. 


The Prime Minister thought it would he premature to 


consult the dominions and that it would be better to 


wait until the Cabinet had had a. further discussion. 


The Cabinet agreed — 


(a) To postpone the question of whether 

financial support should be provided 

to China until the next regular 

weekly Meeting of the Cabinet: 


(b) That in the meanwhile the	 Secretary 

of State for Foreign Affairs should 
(i) obtain from Sirfc**erfcrer Craigie 


the further information he had 

already asked for as to the 

meaning of the proposal con
tained in Tokyo telegram. No.815 

of the 5th July, quoted in the 

above summary: and 


(ii) take discreet soundings with the 

American Ambassador as to whether 

he thought it would be advisable 

to ascertain whether the Government 

of the United States of America 

would be willing to co-operate in 

financial support to China, and. 

whether His Excellency would 

himself be prepared to take 

soundings in Washington: 


(c) That	 consultation with the Governments 

of the Dominions should, be postponed 

until the Cabinet had ha'3 a. further 

discussion on the subject. 
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REPLACEMENT OP 7. The Cabinet had before them a Memorandum by the 

H.M. YACHT 
VICTORIA AND
ALBERT. 

 First Lord of the Admiralty (C-P.-155 (38)) seeking 

the views of his colleagues on the question of replacing 

[p.zn..) H o M . Y a c h t VICTORIA AND ALBERT, which was launched in 

1899 and. was now not only quite out of date but would 

also require extensive and costly repairs if she were 

to be retained, in commission. Plans had already been 

drawn up for the construction of a suitable vessel, 

which in war could be transformed into a hospital ship. 

It would, be necessary to include the ship in next 

year's Navy Estimates, but in the meanwhile, if the 

Cabinet approved the proposal, steps could be taken 

between now and next Spring in order that, when 

Parliament agreed, there might be as little delay as 

possible in construction and delivery. 

The First Lord of the Admiralty made a short 


statement in amplification of his memorandum, in the 


course of which he referred to the political value of 


Royal Visits for which the Royal Yacht was very useful. 


He pointed out that the proposed Royal Yacht could be 


used in war as a hospital ship. The estimated cost 


was £900,000o This was a good deal less than the 


cost of a hospital ship which had to be dropped out of 


the estimates. Moreover,- he hoped it might be 


possible to reduce the estimate very considerably. 


It was proposed that the Yacht should be built by a 


yacht builder0 


In the course of the discussion, the 


importance was emphasised of avoiding any possibility 


that the King might be exposed to criticism by the 


construction of the Yacht 0 The kind of argument that 


might be used in political discussions was that money 


was not available for the unemployed, but could be found 


for a Rtiyal Yachts 




The First Lord of the Admiralty said that His 


Majesty, while interested in the proposal, did not want to 


press it if there was any risk of interrupting progress 


with rearmament thereby. As a matter of fact, however, 


the construction of the Yacht v/ould not interfere with 


rearmament, the limiting factor of which was not 


shipbuilding but armaments, The construction of the 


Yacht would relieve unemployment which existed in ship

building. If a new Yacht was not built, the present 


Royal Yacht would have to be repaired at considerable 


expense before long. Politically it was unlikely that 


a more favourable moment than the present would occur. 


An important point that was made in the course of 


the discussion was that the present Royal Yacht was very 


expensive to maintain and requires a very large crew. 


From the maintenance point of view, the new Yacht would 


provide a large saving. 


The Cabinet agreed: 


To approve the proposal of the First 

Lord of the Admiralty as set forth in 

C.Pc 155 (38) and summarised above for 

the provision of a new Royal Yacht to 

replace His Majesty's Yacht Victoria 

and Albert. 


(The Lord Chancellor and the Chancellor of the 

Exchequer withdrew at this point.) 




PALESTINE.


(Previous 

Reference:

Cabinet 19 (38) 


Conclusion l)


 8 0 The Secretary.0 restate fog? the OoJLcoajLes 


informed the Cabinet that thera^b^d^Jbeen an increase 


 in violence in Palestine during the last few days 


 including violence perpetrated by Jews  The 
e


reason for this he thought was that a short tjjne-. 


ago a young Jew of 23 years of age had been hanged 


for an attack on a motor-buso Two Jews arrested 


at the same time had escaped the death sentence: 


one owing to insanity and the other because he was 


only 17 years of age. The decision had been most 


carefully considered both in Palestine and at home 


and there had been no escape from a capital sentence. 


The effect on opinion in Palestine, however, had 


been considerable. Moderate Jews had thrown the 


weight of their influence on the side of restraint 


but the extremists had urged that this was an 


occasion for violence and martyrdom0 It was very 


important to reduce this terrorism if only 


temporarilyj, but he feared it would break out again 


O*l*-Xj- k "hut. 

when the Commission's Report wa £^published., He 


was in continuous consultation with the High 


Commissioner and the War Office as to the adequacy 


of the present Forces, and they were considering 


whether the arrival of the extra Brigade in 


September would be soon enough,, He was proceeding 


with the recruitment of 100 extra British Ex-


Servicemen to the Palestine police Force and the 


other approved measures. In addition to the 


above, representations had been made to France as 


to the activities of the ex-Mufti directed from 


Syria against Palestine. 




Ill 

 The Cabinet had before them a Memorandum by 


the Minister for Co-ordination of Defence ( C P . 153 


(38)) drawing the attention of his colleagues, at the 


request of the Committee of Imperial Defence (328th 


Meeting, Minute 1 - Appendix III to the Memorandum) 


to two matters raised in the course of a discussion 


on the Conversations between representatives of the 


' Board of Trade and the French Government on the supply 


in time of war of food, other raw materials and 


tonnage, namely, (l) the scope of these Conversations, 


and (II) the Naval Conversationso 


As to (i) the Minister stated that he had 


felt that his colleagues as a whole should now receive 


the information prepared for the Committee of Imperial 


Defence so as to enable them to appreciate the range 


already covered by the food conversations, which, by 


the Cabinet decision of June 1st, was to be extended 


to other commoditieso Whilst he did not accept the 


view that conversations restricted to a general survey 


of joint requirements would be of negligible value, 


he did not object to a continuance of the conversations 


on the proposed footing, provided that his colleagues 


were aware of what was taking place 0 He added that 


the Committee of Imperial Defence felt that the basis 


on which these talks were to be conducted should be 


laid down more precisely than hitherto0 The Minister 


therefore suggested that formal authority should be 


given for the continuation of the Conversations on 


food, oil, coal, non-ferrous metals and minerals, 


textile and raw materials, and tonnage, to be under

taken with representatives of the French Government 


on a basis which, slightly amended, is set forth in 


conclusion I (iii) below0 


9 0




As to (II) , in the course of the discussion at the 


Committee of Imperial Defence the Naval Conversations were 


mentioned as an illustration of the danger that provisional 


and non-committal arrangements might be interpreted and 


treated as definite undertakings., For example, the French 


Naval authorities might redistribute their Fleet on the 


strength of the war dispositions of the British Fleet as 


disclosed to them in the course of the Conversations, and in 


the event of a war in which we did not take part they might 


find themselves at a serious disadvantage by reason of 


redistribution. The Minister submitted that the subject of 


Naval Staff Conversations should be reconsidered. He felt 


it desirable to avoid any step v/hich might lend support 


to the idea that moves of French Naval units made on our 


suggestion involved any obligations on our part, and 


recommended that the Cabinet should record a decision to the 


effect that it should be left to the French to make any 


suggestions for further redistribution of the Naval units of 


either country,, 


The President of the Board of Trade asked for a 


slight amendment of paragraph (iii) of the basis proposed by 


the Minister for Co-ordination of Defence: his object being 


to enable minor departures from this item in the basis to be 


made by approval of the Committee of Imperial Defence instead 


of by the Cabinet. 


This was agreed.Jbo^(see words underlined in 

conclusion I CiJ-i") below0 


The First Lord of the Admiralty thought it was 


necessary to make the situation clear with the French 


Government. We ought to point out to them that the dangers 


to which they were exposed could be divided into (l) war 


without the support of the United Kingdom and (2) war with 


the support of the United Kingdom. Of these, the former 




was the me**e-iiiteeiy and, therefore, it would be 


desirable for them to make their normal arrangements on 


that basis. If the United Kingdom were also in the 


war,	 however, they would ask for a redistribution of the 


French Fleet and the French should be advised to make 


the necessary administrative arrangements to render 


such redistribution practicable in the oase of 


necessityo 


The Minister for Go-ordination of Defence was 


prepared to accept this proposal provided it was made 


quite clear that wo were not committed to give support, 


This was .agr egd to0 


The Cabinet agreed; 


(i)	 To authorise the continuation of the 

Conversations with the French 

Government on food, oil, coal, non
ferrous metals and.minerals., textile 

and raw materials and tonnage on the 

following basis:

(i)	 That the conversations are 

designed to meet a purely 

hypothetical contingency, that 

no commitments or agreements 

should be entered into, and 

that no question arises of taking 

a final decision now on action 

to be takenf if the contingency 

materialises, which remains a 

matter solely for the Government 

of the day; 


(ii)	 That conversations should begin 

with an exchange of information 

on estimated requirements and 

discussions regarding the basis 

on which estimates have been 

framed; 


e

(iii) That where no question arises 

of overlapping requirements, 


0 g o , in the oase of ccal, the 

conversations should not be 

carried any further without 

the upyr-pval of the Committee of 

Imperial Defence; 




Hi 

(iv)	 That, in cases where requirements 

may overlap, conversations should be 

continued to cover the preparation 

of an outline of contingent 

arrangements to secure the necessary 

co-ordination; 


(v)	 That the Foreign Office should be 

associated with the conversations 

at all stages; 


(vi)	 That steps should be taken, by 

consultation with the Treasury, to 

ensure that the financial position 

is properly safeguarded; 


(vii ] That reports should be submitted 

periodically by the Department 

concerned to the Committee of 

Imperial Defence regarding the state 

of the various conversations,and in 

the event of any question of 

principle arisingo 


(II)	 That, in order to avoid any step which 

might lend support to the idea that moves 

of French Naval units made on our 

suggestion involve any obligations on our 

part, the French Ministry of Marine should 

be reminded that war without British 


atA^t^	 support is for them the/moro probable 

sojaiiaageftey and that the normal 

distribution of their Fleet had better be 

made on that basis. if the United Kingdom 

participated in the war, however, v/e should 

ask for a redistribution of their Fleet 

and it would, therefore, be advisable 

for the French Government to make the 

administrative arrangements required to 

enable this to take placeB It should 

be made plain that His Majesty^s Government 

in the United Kingdom were undertaking no 

commitment in the matter. 




PORTUGAL * 


Military 

Mission to. 


(Previous 

Reference: 

Cabinet 23 

(38), Con
clusion 5 .) 


10.	 The Cabinet had before them a Memorandum by the 


Minister for Co-ordination of Defence (C.P,-156 (38)) 


circulating, for the information of his colleagues, 


copies of a Foreign Office Memorandum on the subject 


of the British Military Mission to Portugal (C.T.D. 


Paper No. 1440-B) together with the relevant extract 


from the draft Minutes of the 328th Meeting of the 


Committee of Imperial Defence (Minute 3) at. which the 


following Conclusions were reached:

"(a) That no further concessions with regard 

to the supply of armaments to Portugal, 

over and above those already approved, by 

the Cabinet  could, be recommended, 
s


(b) That in any further negotiations	 on the 

subject of Portuguese armament orders, 

nothing should be said which might tend, 

to alienate Dr .Salazar1s good will 

towards us. 


( c) That if Portugal	 cannot wait for British 

armaments it would be preferable, from an 

international point of view, that she 

should, place her orders with Italy rather 

than Germany, and that she should be 

encouraged to do so, 


(d) To invite the Secretary of State for 

Foreign Affairs to satisfy himself that 

every possible argument has been used to 

convince Dr. Salazar of the improbability 

of any attack on Portugal, and of the 

overwhelming support which he would receive 

as the result of the Anglo-Portuguese 

Allia-nce, particularly by virtue of British 

sea-power; and to explain the unenviable 

position in which he would, find, himself if, 

having re-armed with German weapons, he 

were to be attacked by a. German-supported 

Spain. 


(e) That, subject to obtaining satisfaction on 

the above points, nothing further was to be 

gained by the Mission remaining in Portugal, 

and that the Ambassador at Lisbon should, be 

instructed to consult with the head of the 

Mission and. advise as to the date of the 

Mission's departure, 


(f) Tb^I it is important that Attaches from 

the three Service Departments should, be 

aj-pointed to Lisbon before the Mission 

leave, in order to deal with any outstanding 

points, 


(g) To record their appreciation of the work 

of the Mission in the face of adverse 

circumstances. 




(h) To invite the Secretary of State	 to 

communicate the sense of the above 

conclusions to His Majesty's Ambassador 

in Lisbon, 


(i) m hat CoIoD. Paper No,1440-B, together 

with the above Minutes of the discus
sion, should be submitted to the 

Cabinet " 
a
 

The Cabinet were informed that the Defence 


Departments had been rather disturbed by the report of 


a speech made by General von Reichenau to the National 


Socialist Leaders at Leipzig which had been communicated 


by the Foreign Secretary to Service Ministerso It 


was suggested that this document which had a bearing on 


the subject under consideration should, be circulated to 


the Cabinet before a decision was taken0 


The Cabinet agreed; 


(a)	 To postpone further consideration of 

C P o 155 (38) -until the next rogular 

weekly meeting of the Cabinet: 


(b)	 That the Secretary of State for 

Foreign Affairs should circulate to 

the Cabinet copies of the statement 

made by General von Reichenau to the 

National Socialist Leaders at 

Leipzig5 


(c)	 That the Minister for Co-ordination 

of Defence should, in the meanwhile, 

arrange for a re-examination of the 

Report by the appropriate Sub-

Committee of the Committee of 

Imperial Defence in the light of 

General von Reichenau's statement: 


(d)	 That conclusion (c) of the Committee 

of Imperial Defence should be amended 

to read as follows:

"That if Portugal cannot wait for 

British armaments, it would be 

preferable, from an 

international point of view, that 

she should place her orders 

with some country other than 

Germany such as, for example, 

Sweden or Italy and that she 

should be encouraged to do so 0" 




MAINTENANCE OP 

THE ADVANCED 


-AIR STRIKING 

FORCE ON THE 

CONTINENT. 


(Previous 

Reference: 

Cabinet 26 

(38), Con
clusion 4.) 


11. The Cabinet had before them a Memorandum by tie 


Minister for Co-ordination of Defence (CP.-154 (38)) 


circulating, for the information of his colleagues, 


copies of a Report by the Chiefs of Staff Sub-Committee 


on the subject of the Maintenance of the Advanced Air 


Striking Force on the Continent (Paper No. D.P.(P) 3 0 ) , 


together with the relevant extract from the draft 


Minutes of the 328th Meeting of the Committee of 


Imperial Defence (Minute 4) , a.t which the following 


Conclusions were reached:

"(a) To approve the Report by the Chiefs of 

Staff Sub-Committee on the Maintenance 

of the Advanced Air Striking Force on 

the Continent (Paper No. D.P.(P) 3 0 ) . 


(b) That the Report by the Chiefs of Staff, 

together with the above conclusion thereon, 

should, be submitted, to the Cabinet." 


The Cabinet agreed: 


To approve the conclusions of the 

Committee of Imperial Defence as 

set forth above 
a 




m 

BUILDING
SOCIETIES. 

 12. The subject of Building Societies, which 

was included in the Agenda Paper as an additional 

(previous
Reference: 

 item, was postponed until the next regular weekly 

Cabinet 28 (38) meeting of the Cabinet as the Lord ChancelLor and 

Conclusion 9) 


the Chancellor of the Exchequer, both of whom were 


concerned in that question, had to leave the meeting 


to keep public engagements. 




THE BRITISH 

EMPIRE PRO-

DUCERS' 


& CONFERENCE 

(SYDNEY,1938) 


(Previous 

Reference: 

Cabinet 27 

(37), Con
elusion 4 .) 


13. The Cabinet had before them-a MeraararKhim b?,. the 


Minister of Agriculture and. Fisheries ( C .P .-147M.38)) 


commenting upon a series of Resolutions adopted by the 


British Empire Producers' Conference Iheld. in Sydney, 


New South Wales, from March 28th to April 7th of this 


year (Attached, as Appendix I to the Memorandum), 


relating to the orderly marketing of primary products . 


The main constructive proposal was that Empire Pro

ducers' Organisations should co-operate to establish 


Commodity Councils, producer-controlled and financed, 


on the lines of the Empire Beef Council and the 


International Beef Conference, in order to regulate 


the flow of-supplies of primary products as might be 


necessary. In the Minister's view, if full advantage 


were taken of them, the Sydney Resolutions would 


provide us with an invaluable opportunity of bringing 


to a head and solving the problem of supply control 


for agricultural products. He therefore suggested that 


a clear ind.ics.tion of the Government's attitude towards 


them should, be given forthwith, on the lines of the 


draft attached as Appendix II to his Memorandum, and 


that appropriate communications should be sent to the 


Governments of the Dominions in the form outlined at 


the end of his Memorandum. 


The Cabinet also had before them a Memorandum by 


the President of the Board of Trade (CP.-158 (38)) 


pointing out that the draft Statement appended to 


C.P.-147 (38) was open to misinterpretation in 


certain respects, and. suggesting that further con

sideration should be given to its precise terms. 


http://ind.ics.tion


ISO 


After a short discussion, the Cabinet agreed: 


(a)	 To approve, in principle, the proposals 

contained in the memorandum by the 

Minister of Agriculture and Fisheries 

(CoPc 147 (38)) and summarised above: 


(b)	 That the wording of the announcement 

and the arrangements for communication 

with the Governments of the Dominions 

should be remitted to the following 

Minister-s :-


The Secretary of State for Dominion 

Affairs. 


The Secretary of State for Scotland. 

The President of the Board of Trade. 

The Minister of Agriculture and 


Pisheries0 




T3CTRICITY 
TS^RTBUTION 
ILL. 


TV-evious 

Reference: 

Cabinet 28 

(38) Con
clusion 16.) 


eport of 

abinet 

ommittee. 


1 4 0 The Cabinet had before them the Report of the 


Cabinet Committee on the Electricity Distribution Bill 


(CP.-151 (38)), appointed at the Meeting on 1st June, 


1938 (Cabinet 27 (38), Conclusion 9) to consider a 


Memorandum by the Minister of Transport (C.P.-125 (38)) 


"and. advise the Cabinet as to whether the Bill should. 


be proceeded with in the forthcoming Session of Parlia

ment, giving special consideration to the advantages 


and disadvantages of this course from a political point 


of view". At the end. of their Report the Cabinet 


Committee summarised, their Conclusions and. Recommenda
tions as follows :

"(a) In spite of the need, for the reorganisation 

of electricity distribution, the proposed 

Bill should not be introduced, in the last 

year of the present Parliament: 


(b) Any interim measure to prevent the worsening 

of the present position of the electricity 

distribution industry would, be open to many 

of the same objections as a major Bill for 

the reorganisation of the industry, and to 

some of them in a more acute form; 


( c) Ne further statement should be made for the 

present as to the Government's intentions 

in regard, to legislation, but the matter 

should be left in abeyance until the autumn." 


The Cabinet approved the conclusions and 

yecommendations of the Cabinet Committee 

as set forth in C,P. 151 (38) and 

summarised above 0 




RATING AND

VALUATION 

(AIR RAID

WORKS) BILL. 


 15, The Cabinet had under consideration the following 


 documents relating to the Rating and Valuation (Air 


Raid Works) Bill:-


A Memorandum by the Minister of Health 

(H.A.-23 (38)) covering a draft of the 

Bill, the object of which was to provide 

for relief from rates in respect of air 

raid, precautions works. 


A Memorandum by the Secretary of State 

for Scotland (H.A.-24 (38)), in which 

it was explained that it was not 

practicable to deal with the position 

in Scotland by means of an application 

clause in the Bill, In view of the 

urgency of the matter the Secretary of 

State asked, for authority to prepare 

and introduce a separate Scottish Bill 

without prior submission to the Home 

Affairs Committee and. the Cabinet. 


The following recommends-tions of the 

Committee of Home Affairs (H.A.C. 12th 

Conclusions (38), Minute l ) : 

"(l) To authorise the introduction forth
with in the House of Commons of the 

Rating and Valuation (Air Raid Works) 

Bill, in the form of the draft annexed 

to H3A.-23 (38), subject to any draft
ing or other minor alterations that 

may be found necessary or desirable; 


(2) To authorise the Secretary of State 

for Scotland, to prepa.re and introduce 

a sepa.rate Scottish Bill to the same 

effect as the English measure now 

under consideration, without further 

reference to the Home Affairs Committee 

and the Cabinet." 


The Cabinet agreed; 


To approve the recommendations of the 

Committee of Home Affairs as set forth 

aboveo 
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16. The Cabinet had under consideration a Memorandum 


b y the Minister of Labour (H.A.-22 (38)) covering the 


draft Workers7 Holidays Bill, the object of which was 


to enable wage regulating authorities to make provision 


for holidays and holiday remuneration for workers whose 


wages they regulate, and to enable the Minister of 


Labour to assist voluntary schemes for securing holidays 


with pay for workers in any industry: together with 


the following conclusions rea.ched thereon by the 


f
Committee o  Home Affairs (H.A.C. 12th Conclusions (38), 


Minute 2) :

"(l) That the question of the continued, payment 

of contributions under the insurance schemes 

during holiday periods under the Bill should, 

be further examined, on the following day 

by the Departments principally concerned, 

with a view to agreement being reached, on 

the text of provisions requiring 

such continuance to be included in the Bill. 


(2) That the Ministry	 of Labour should arrange 

for representatives of the Confederation of 

Employers5 Associations and of the T.UVC, to 

be informed, forthwith of whatever agreement
was reached under (l) above. 


(3) Provided that a. satisfactory solution is 

found, of the question in (l) above, to 

recommend the Cabinet (without further 

reference to the Home Affairs Committee 

or to the Cabinet) to authorise the intro
duetion forthwith in the House of Commons 

of the Workers7 Holidays Bill in the form 

of the draft annexed to H.A.-22 (38), 

subject to the insertion of a provision 

for the continued payment during holiday 

periods under the Bill of contributions 

under the two insurance schemes,, and subject 

also to any drafting or other minor altera
tions that may be found necessary or 

desirable. 


(4) To take note that the Lord Chancellor would 

report the position to the Cabinet at their 

Meeting on Wednesday, July Sth, 1938o" 




With reference to conclusion (l) above, the 


Minister of Labour informed the Cabinet that the 


question referred to therein had been examined by 


officials of the Departments principally concerned 


who had reached agreement on the text of provisions 


to be included in the Bill 0 


The Secretary of State for Scotland agreed 


that this was the case but said that, as he had been 


absent on a public engagement on the previous day, he 


would like an opportunity to examine the proposals of 


the officials before agreeing. 


The Cabinet agreed: 


To approve the recommendations of 

the Committee of Home Affairs as 

set forth above subject to 

agreement by the Ministers 

concerned on the point dealt with 

in conclusion (i) above of the 

Committee of Home Affairs, 




jOAL BILL. 17. It had been intended that the President of 


the Board of Trade should make a statement as to the 

"revious 

leference: amendments to the Coal Bill inserted by the House of 

j£oinet 41 (37) 


inclusion 8) Lords. Owing to the lateness of the hour, it was 


found impossible for this to take place and the 


President of the Board of Trade was asked to deal 


with this subject. 


2, Whitehall Gardens, S.W.I. 


6th July, 1938. 



