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1st August, 1961


1.
Tunisia





[Enter M.R.
H.
Specl. mtg. of Assembly – on pressure fr. Afro Asians.  Strong pressure on France.  They are saying they will handle it alone, w’out help from their friends.

2.
Trafalgar Square: Demonstration

[Enter J.H., Att.G.
R.A.B.
Last occasion 826 arrests – at gt. inconvenience to Met. Police.  Next time a similar no. might get committed to prison.  Support view of Commr. tht. demonstration shd. be forbidden.

J.H.
Only precedent 1956 – a sex maniac.

Att.G.
Same nos. might well go in defiance of prohibition.

P.M.
Para 6(a) is best ground for refusing – risk of breach of peace.

J.H.
Express written intention to break the law – by sitting down (?)

Att.G.
If there is evce of that, you can take action under Act of 1361 to get injunction.

P.M.
Act on basis of para 6(a).  If they switch to another Sunday, it is another mater.

AttG.  X/
Refuse appln for this date.  Then, if evce of intention to squat, proceed v. ringleaders under Act of 1361.




Agreed – as at X/.

3. Parliament
R.A.B.
Re-assemble 24/10.  Business for that week. viz., 24 and 25 Oct.  New session: 31/10 at 11.30a.m.  Stansgate.  St. Clair has taken his seat.  Persuaded (by me this a.m.) not to apply for Chiltern Hundreds.

Hail.
He shd. not resign unless he gets undertaking from S. tht. he won’t stand.

S.L.I.
If that is to be the line, better to make such a statement soon.

D.S.
V. strong case for doing that soon – don’t wait until autumn.

P.T.
Yes: if he waits he will seem to be acting under pressure.


Agreed: Att.G. to draw up statement.  
R.A.B. 
Still reserving decision on timing.

4.
Public Expenditure

[Enter R.W., E.P., P.M.G.






[Exit E.P. & P.M.G.


Memo. noted.  Oversea expenditure also under review.

5.
Birmingham Housing

M.

As in memo.

H.B.
Accept these conclns – tho’ wd. have preferred Swymmerton to Dawley.  But Dawley at least needs no new announcement – I said 12 mos. ago we were considering it, & known tht. survey is being held.  Tho’ I shall have to give some indication to B’ham deputn.
R.M.
New town wd. compete with development areas: in respect of expansion in B’ham.  Recognise this is a risk we must accept.

S.L.I.
Agree no announcement.  Swymmerton wd. be cheaper – by £2½ m. capital and £100,000 p.a.

H.B.
But wd turn national liability into an asset.  And I wd. not allow any B’ham firm to go to Dawley which cd. go to development area.

M.
Wd. solve industrial as well as housing problem for B’ham.  




Report approved in general.








[Exit R.W.

6. Commercial Policy: Pigmeat
Hail.

Issue as seen by E.P.C.
C.S.
Assurance to buy 51,500 t. of pigmeat over 6-7 years: i.e. 3,000 over an existing 48,000.  First long-term contract to iron-country.  Moreover, bacon v. diff. qua Ty.  We have adjusted guarantee to hold own herd level (reducg. cost fr. £40 – 20m.) whr. we can hold it terms on imports.  This Polish contract wd. be 10% of total imports. Danish herd is increasing: must expect increased imports fr. them, which we can’t stop – unless market is depressed.  Ireland, Canada – on C’wealth terms.  Thus, Polish imports = only supply we can control & vary: if we accept long-term contract, we lose all flexibility.  Risk tht. our subsidy will will be forced up.  Also will tie our hands in negotiating v. diff. commodity with C. Market.  Cd. we raise to 51,000 t. for one year – & say annually for future, tht. we wd. do our best to take this quantity.

R.M.
We cdn’t cut down their 48,000 (not subject to contract) because effect on our trade.  The 3,000 extra is not v. much.

C.S.
But we shdn’t be able to buy 48,000 t. or anything like it fr. Poland if we enter the Six.  If we ‘expand our trade’ with P. (eg in aircraft), what can we buy in return?

R.M.
Not bacon – other things.

P.T.
If we do it, add aircraft as well as ships.  If we take the bacon, let’s have the trade.  C.S. argument O.K. only if we assumed we could keep out Polish bacon.
R.M.
Any cut we have to make cd. fall on the 48,000 t.

C.S.
Only if they failed to take our goods – not because we didn’t want bacon.  Can’t hope to solve agric. problems vis-à-vis Six if we tie ourselves to long-term contracts for bacon with Iron Curtain countries.

D.E.
V. dangerous to let bacon imports depress prices to a point when our subsidy to home producers has to be increased by millions.  Must keep our freedom to manage this problem.

C.S.
Discussed bacon with Danish For. Minister.  He is ready to accept some quantitative restn . But what will he say if we make this sort of contract with Poland?

P.M.
Only quota for this is on Iron Curtain countries.

M. 

But other countries sell on economic terms.  Poles don’t.  As with coal, 

they swamp market whenever it suits them.

E.M.

Ships – employ 300 men and 200 on sub-contracts for (?) one year.

C.S.
Market is static: consumption is not rising.  All other suppliers are in C’wealth or in Six.

I.M.  x/
Argument nicely balanced.  But y’day’s statement surely swings in favour of C.S. view.

P.M.
Yes: this contract for 3,000 wd. increase oblign to take the 48,000.

R.A.B.
P.T. & then E.M. supported x/, in spite of their Departmental interests.


Agreed: Refrain from concluding this long-term contract with Poland.

No general statement re reducing 48,000 t. because of C.  Market.  Keep flexible.

7. Wages Policy
S.L.I.
Mtg. with l.a.’s this p.m.  No diffy foreseen about expenditure.  What do I  say on wages?  Read draft statement.  Govt. views on increases (any & if so what) must be taken into a/c.  Shall consider how to do this: & meet again in autumn.  
H.B.
l.a.’s want common front with Govt.  Don’t suggest Govt. intervention to avoid their getting out of line.  Foreshadow consultns to get common front.

D.E.
Teachers – l.a.’s are out of line with us already.

H.B.
But on this Minister has a role.  On other services we haven’t.



Agreed: S.L.I. to concert words with H.B.
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3rd August, 1961



1.
Wages Policy


[Enter R.W., E.P., P.M.G., M.R

S.L.I.
Apart from matters reserved by Govt. from time to time, all wage claims in C. Service have for 40 yrs. been subject to arbitration.


Applcns pending or in course : we must therefore take a line v. soon.


Alternative courses – as in memo.  Diffies. in 3rd course : a) the arbitrators might discount delay & accumulate no. of large post-dated cheques.  A 4th course : we can’t avoid arbitn. procedures & can’t avoid being bound by awards - & hope arbitrators will take a/c of national interests : but I doubt if they wd : also disparity with classes (e.g. N.H.S) not covered by arbitration.


Three discussions in Cab. Cttees.

J.H.
Either cause will come diffies. : but (iii) is the least difficult.


(i) or (ii) wd. cause immediate difficulties : set wrong atmosphere for pause : we shd. seem to be seeking a clash with Unions : system of arbitration wd. be gravely damaged in long-term.


Under course (iii) procedures of negotiation cd. be continued : they wd. even be prolonged.  Will do the least damage to arbitration.


Will impress on aribitrators tht. Govt. consider the crisis serious.

P.T.
Difficult – and crucial.  Last round of wage increases was £100m : dwarfs what we can do on public expenditure.


Choice : accept arbitn. but reserve our posn. on amount and date.


or say we can’t change existg. procedure & will comply with it whenever we can’t avoid it.



On balance prefer course (iii).

E.P.
Agree with analysis : but on principle believe we shd. not break agreements : but, when we are free, make no offers and decline arbitration.

I.M.

(iii) represents destruction of arbitn.



Arbitn. – tho’ it catches headlines – affect only 7% of all increases.


Another possible course : Last time we were tough on N.H.S. clerks and on bus strike (where we stood firm on an arbitration award).  Cd. we not do the same now?  Stand on teachers : let M/L. choose a good Wages Council case to put back.  Two or three examples shd. have effect.

E.M.
Rlways. 8% behind.  Claim is in.  Cd. be taken to arbitration – when 8% wd. be awarded.

Hail.

Policy now is tht. during the pause comparability is not conclusive.

J.H.

I.M’s line won’t do the trick.



Govt. has reserved right, on policy, to decline to go arbitn. (App)



On chorley & equal pay we delayed as an act of policy.

M.
(iii), is best we can do in C.S. because we have commitments (arbitn. agreement) wh. we must honour.  But same doesn’t apply in wider field – incldg. rlwaymen.

Ch.H.
To follow I.M. line we shd. have to wait for a claim in N.H.S. or Wages Council field.  In C.S. we are bound by arbitn. agreement – unless we can say tht. pause is an act of policy comparable to those on a/c of which we have w’held claims fr. arbitn. in past.  I believe it is.  We cd. for this reason follow (iii).  I support that.

J.M.
I agree.  If arbitrator awarded 7% when 4% was enough in present circs., intelligible to give 4% and have 3% in abeyance for later.

H.B.
Agree.  Mtg. with l.a.’s successful : they will support our line : But not if we allow C.S. arbitration to make a vent in our policy.  Believe they wd. be ready to follow course (iii) also.

H.W.
In penumbra, when we pay w’out control, can we not put Govt. case at an arbitration.

D.E.
Purpose of pause : to give time to move to policy of ensuring tht. wages don’t outstrip production.  Problems i) how to fix limit ; job for new planning organn. ii) w’in that total must be scope for betterment for certain classes.


Deduction in wp. of public sector : must take course (iii).


Test by teachers : no betterness if I cd. say “only £42m now : but when productivity rises, you will have then further £3½m.”
K.
This is matter of high policy – and arbitn. can be modified on that account consistently with past practice.

P.M.G.
Agree with para. 12. – which is consistent with course (iii), which I support.

R.A.B.
Agree with I.M. and E.P.  Major breach of arbitration.  Cd. we do this as soon as Parlt. rises?  Wd. worsen our stance for the situation in the autumn.

E.M.
How on that basis am I to deal with rlwaymen’s claim?

C.S.
If we don’t take course (iii), what employer in private sector will resist claims?

J.H.
However unpalatable, unless we set this example, no private employer will enforce a pause.

R.W.
‘Correct’ course is that advocated by R.A.B., E.P. & I..M.  But it won’t accuse a pause : it will destroy the policy.


Wd. it help to present this as part of policy (link with productivity) wh we are trying to work out.


Diffies. with natd. Indies. we seek to apply (iii) to them.  We can ask them : but they mayn’t be willing to accept consequences (Strikes).

H.
Cd we start procedure by wh. Govt. put national case in an arbitn. to which Govt. are not parties.

H.W.
Need we make general statement?  Deal only with cases as they arise?

J.H.
It will leak.

Ch.H.
Need for general statement – to show we mean business & within what field.

P.M.
This is v. difficult.


One course : declare tht. comp. arbitn. is no longer appropriate : honour those in pipline : but have no more.


Another : present this as interim suspension, while we work out a new policy.


Under one or other (?) use argument in para 4 of Appendix.


Perhaps S.L.I. will circulate a draft announcement in the light of this discussion.


Discussion to be resumed on Friday a.m. 11.00.









[Enter Att.G.


2.
South Africa.

K.
Offl. Cttee. reports considered by Africa Cttee., who approved recommns. on most points w’out modification.


Nationality : anything more wd. suggest no value in remaining in c’wealth Trade Relations:


High Commission Territories.


Repeal of S. Africa Act. Wait & see re-action of S.A. twds Territories.


Sugar.


Tactics of negotiation.

R.A.B.
Agree with these recommendns.

D.E.
Sugar – rounds v. expensive.

K.
If we don’t we shd. have to by Swazi sugar ourselves.  Also this is sweetener to our general trading posn. with S. Africa.

S.L.I.
We pay this price only if we get all our other points : it would then be worth it.

K.
Min. of 4 yrs and max. of 7 yrs.  
C.S. 
Hope we can limit to 4 yrs.


Cost of bargain : £2½m. 16/17.000t  Swaziland out of 150.000t
P.M.
Departmental responsibility.  Outlined this plan.


Date reserved.

I.M.
New Ministers cd. usefully be associated with negotns.  [Exit Att.G.


3.
Commercial Policy : Japan.


Memo. approved.


4.
United Nations : Finance.

P.M.
Let H. talk to Rusk.  We can pay no more.
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4th August, 1961.



Wages Policy.

S.L.I.

Cases ‘in pipeline’ in C. Service – gave facts.

A.H.G.
Dislike course (iii).  Post-dated cheques : irresponsibility : post war credits.


I wd. prefer to suspend arbitration for a period, but allow negotiation to continue – on basis tht. Govt. wd. be in control of latter.

J.H.
But arbitn. is part of whole system of negotns.  To suspend it will bedevil atmosphere & lose us all hope of co-opn.


Suggested alternatives for final sentence.

Att.G.
Not in acc. with precedents, which were refusals to have arbitratn. at all on specific points.

M.
Was doubtful y’day.  Arbn. award w’out date will involve us in struggle in wh. we have little sympathy.

P.T.
This draft is not course (iii). If you w’draw timing & staging, it is no longer arbitn.  Better therefore to suspend.

R.A.B.
Prefer to have no interference with arbitn. at all.


But, if we have to do something, wd. prefer J.H.’s course.

Ch.H.
Do we intend, during pause, to evolve policy for relating wages to productivity?  If so, interim action must be consistent with tht.

D.E.
A no. of points – incldg. need for arbitn. under future policy, for betterment cases.


In the pause, at least as severe.  Therefore, arbitrary guiding light now – as near zero as possible.  V. short pause : say it will last only long enough to work out policy eg. 31/12.  In so short a period, we cd. w’draw arbitn. by either of methods now suggested.

J.H.
We shan’t get a rational wage policy w’in 12 months.  Must be done with industry – and they won’t be hurried.  No early answer.  Avoid more action wh. will destroy their co-operation.  Suspension of arbitn. wd. destroy all hope of co-operation.

S.L.I.
No chance for new ‘planning’ machinery if it is thought to be primarily for wages.

I.M.
In 1960 under 1% (0.4%) of all wages increases came from arbitn. machinery provided by State.  It’s private sector that matters.


V. serious matter indeed to interfere with arbitn.  If we must, I wd. prefer to suspend.

J.H.
But in 1958 it was 9.9% of total.

P.M.
Tho’ small, example to private industry is what matters.

S.L.I.
?Suspend arbitn. [while we discuss with Unions revision of 1925 agreement.]

J.H.
Prefer [] added to course (iii), not to suspension.

K.
Opposed to suspension.  Prefer course (iii).
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5th September, 1961.








[Enter M.R.


1.
Congo.

H.
Confusion.  Adoula P.M. : Gizenga Deputy P.M. (L. Govt.).  Chance of United Govt. if Tshombe can be squared over Kantanga. Hammarsk. propose to remove advisers who have deterred T. from negotiating with Adula.  Belg. mil. advisers removal consistent with resoln. of 21/2.  But Sec Gen has gone further – accusing T.’s deputy of attempted murder, & open to charge of interfering with internal politics of Katanga.  Disturbing to Salisbury & his colleagues here.  Shall advise Sec-Genl not to try to remove T’s civil advisers : warning him we cd. not support U.N. in that.  Sec. G. says he will apply same treatment to Kisenga’s advisers.

D.S.
R.W. v. excited : has encouraged T. to resist, with informn. re our attitude towards U.N. intervention in Katanqa.  I have urged him to refrain from more violent action.

Hail.
Is U.N. action legal?

H.
They intervened to support central Govt.  of whole Congo.  There is now such a Govt. again.

D.S.
Self-determination?

H.
If Katanga separated off, we shdn’t come to its defence.  Wiser that it shd. adhern to Congo, esp. if that can be done peaceably.


Spaak is willing tht. mil. officers be repatriated.

P.M.
Our objective is to avoid E/W. struggle between provinces in Congo.


We must support U.N. in trying to achieve this.

I.M.
General problem.  Frontier (Katanga) as unusal as most in Africa.


We shall have similar problems – e.g. Somalis & Zanzibar strip in Kenya.  Kabaka in Uganda.  We shall have same choice beween imposing unity or having a chaos.

D.S.
Only practical course for T. is to get best terms he can : longer he waits, worse terms he will get.


2.
Nuclear Tests.

H.
Two explanns. i)
far behind in rocketry : series planned some time.


Tests concerned with interceptn. of I.C.B.M.’s.





ii)
timing : must have bn. deliberate vis-à-vis.  Belgrade.  Execution of tactics of intimidation followed at U.N. 1960.  Hoped neutrals wd. press West to make concessions.

D.S.
Neutrals’ protests pretty feeble epd. with their ferocity over Fr. tests cd. our repive make the point?

H.
Will consider that.  Neutrals are always more polite to those whom they most fear.

P.M.
Need for careful thought on this.  urge U.S. not to make any precipitate public statement.


M/D. to submit S.2: - appreciation of need for tests in atmosphere – to P.M.


3.
Berlin.

H.
Memo. states latest posn​.


b)
Build-up of mil. strengths.  Idea of large-scale probes has bn. given up.  U.S. realise any large reinforcement in Berlin wd. be at risk.  But they do want to build up NATO strength.  Danger in this.  But U.K. may be right in thinking tht. w’out this K. might be tempted to nip off Berlin.


We can’t do much more w’out conscriptn. or reservists.  U.S. don’t like this reply, wh. they have had, v. much.  We have said we can’t do reservists until sitn. more critical.


c)
Economic measures.  U.S. want full p’umme – now they have put less reliance on mil. measures.  Plan is to begin with air-lift then econ. measures escalating to full blockade.  We have said this will hurt West more than Soviet bloc & suggd. they be limited to E. Germany.  U.S. reject that.  They regard blockade as alternative to war.


a)
Neogtiation.  We aimed at statement by end/Aug. contemplating mtg. in Oct.  U.S. backed off when Fr. were so intransigent – fearing to expose difference betwn W. Powers.  Settled for announcement only of mtg. on 14/9.  U.S. Amb. will try in while to get K.’s view.  Hope mtg of 14/9 will result in announcement. we hope to take to Grom.

Clear we must negotiate.  Not clear what our tactics shd. be.  Wide front will get us nowhere.  May be better to start on access to W. Berlin, poss. thro’ Ambassadors.


Trying to play down crisis.  All are searching for negotiating posn.


Miliary measures.

P.M.
Cdn’t call up reservists w’out Parlt.  Debate on that (w’out aim of negotn.) wd. weaken Western position.

H.W.
In transition fr. conscript to regular basis – awkward moment for this crisis.  BAOR is 3.000 under peace-strength of 55.000.  Norstadt asking for war strength – out of ques w’out conscritn.


Measures we can take won’t increase real strength of B.A.O.R.  Most I cd. offer is to hold it at present strength over next 6 months.


We cd. say tht., if thing got worse, we cd. unbody TA - ¼m.

H.
U.S. accept tht. reservists wd. be short-term.  Their criticism is tht. we can’t do other things to strengthen B.A.O.R.

H.W.
Considering means of w’drawing specialists from other theatres

General approval for this attitude.

H.W.
Helpful if NATO cd. be brought more into military picture.

H.
Stikker is mtg. Ambassadorial Group.


Economic Measures.

R.M.
Wdn’t harm Soviet Union.  Mght hurt Poles & E. Germans.


Pity U.S. can’t be made to realise that.

S.L.I.
Agree.  We shd. look v. foolish.  U.K. more damaged that Allies.


Action v. E. Germany wd. really bite.

E.M.
To make it bite on shipping, NATO Powers alone wdn’t do.


Effect on U.K. v. bad.

H.
But so would war.  This isn’t contemplated until access to W. Berlin is completely blocked.  This wd. be v. brink of war.

Hail.
If it hurts no more than them, it will involve us in dipl. defeat – for we shd. have to w’draw it.

R.M.
Do it, if at all, on moral grounds viz., not to trade with an enemy.  But don’t suppose it will bring any economic pressure on R.

M.
Blockade, in crisis.  Most of war, has  never bn. successful.

P.M.
Must handle this tactfully with U.S.  Might, it low level, but in some informn. re small economic effect on R.

D.E.
Only frontier we cd. close is E/W. Germany.  That wd. embarrass E. Germany.

H.W.
Denial of N.A.T.O. airfields to R. aircraft would hurt them.

Hail.
Wd. U.S. not realise it is nonsense if we demonstrated that.

P.M.
Stress special advantage of quick action v. E. Germany.


Go slower on general blockade planning.

H.
Cd. work that idea into concept of escalation, which we have



persuaded U.S. to accept.

S.L.I.
Action v. E. Germany wd. hurt R. – to extent tht. they wd. have to sustain it, instead of exploiting it.


Agreed:
work up advantages of action directed immediately to E.




Germany.




Stress lack of harm to R., not harm to U.K.




Also have on movement – airports, ports.


Negotiations.

H.
Mtg. of 14/9 will follow Thompson’s talk with K.  Hope to be able to talk to Gromyko.

French position.  Negotn. must mean concesion.  Transfer to E. Germany need not matter : for E. Germany will be trying to gain respect & won’t be likely to take awkward action on access.


Our feeling has bn tht. we wd. do better out of K. before a Treaty than out of Ulbrecht after it.

H.W.
Gt. risk of outbreak of firing – thro’ tension in Berlin.

H.B.
Fr. posn., tho’ logical, is v. dangerous.  
S.L.I.
Agree.

P.M.
Fr. view based, not only in logic, but in pessimism and in cynical attitude tht. W. won’t fight over Berlin.  Negotn. will lead to bad outcome – diplomatic defeat.  Better therefore to wait : outcome may not be so bad.


Don’t share that conclusion.  Br. opinion wd. not be content w’out negotiation.  And build-up is not now so bad – more general negotiation tht. some concessions will have to be made.


4.
United Nations : Represenation of China.

H.
Para 6.


“Important question” is a device, but w’in the rules.  We cd. support it.  If carried & there were straight vote to seat Peking, we shd have to vote for it.

P.M.
O.K. with A. & N.Z.?
D.S.
Yes : if it’s agreed with U.S.






Agreed.


5.
Kuwait.



[Enter K.

H.
Ruler has accepted concept of a stock-pile.  He will pay.  O.K.



Agreed : net is implement stock-pile plan.

H.W.
If we assume we must retain capcity to intervene w’in 36 hours this is minimum.  But I would like to be able to review it when we see what Arab League force is like.

S.L.I.
Hope we can wait.  Hope F.O. willalso consider pol. means of securing our interests in Kuwait.  We might also balance value of K. against cost of its military defence.

P.M.
Ruler will be under increasing pressure from Arab League.

H.W.
A rather larger presence in Bahrein wd. pay a dividened.  Need not pro-retain capacity to intervene in 36 ours.


6.
Economic Situation.

S.L.I.
Employment – pressures relieved a little, tho’ unusually large no, of school-leavers.


Production – seems to be rising.


Sterling – 2.80¾ satisfy.  Reserves not too bad : tho’ 3rd week in Aug. was worrying (Berlin).  Net improvement over Aug. is about £35m.  Sept. shd. be reasonably good.  But longer prognosis is gloomy.


Bank rate is damaging exports.  Need study of provision of finance for exports.


Wages Policy.  Mtgs. in Aug.  C. Service Unions pained over arbitn., but will prob. confine themselves to protests.  Industrial Unions less pained over doctrine & seem to be going pretty slow.  M. rate are we to breach agreement?  Must consider that.  Mtg. Thurs. Employers’ Confedn. have circulated all members, urging them to resist claims.  Test will be on Electricians’ claim.  Generally, Unions don’t seem to be in a hurry for trouble.


Planning.  Moderate T.U. leaders were most outspoken : but promised to consider.  Alternative proposals.  Looks as tho’ T.U.’s will co-operate. Employers are enthusiastic.


Must maintain momentum.  Propose to put my 2nd alternative to both sides, in writing, by end/September.  Will take some time to build up the “offices”, but a good deal of work cd. be done in m’while by W’hall.  Wd. involve abolition of COPPI. and Planning Board, but I wd. keep N.P.A.C.I. and the other thing.

R.M.
Right approach.  Deprecate over-reference to Monnet.


Troubles ahead in motor industry – not adapting itself to increasingly seasonal variation in demand.


Imports – grain & steel dropping.  Exports not rising enough – heavy cost of financing to a problem.  We need system for cheaper money for exports.  B/E., Ty. & B/T. working on this.

Hail
Ty. shd. consider how to bring Research Counils into planning machine because effect on technological development in industry.

J.H.
Won’t get consultn. before Tory Conference it cn. not wait until end Sept.  Meeting of E.P.C. this week.


7.
Teachers’ Salaries.

D.E.
Teachers strongly v. legn. because fear general powers.


Have stood firm on £42m. and operation date.  Also rejected suggn. of post-dated cheque for the remainder, after the pause.


C.C.A. have suggested tht. teachers might take £42m. if I w’draw insistence on differentials.  This means taking money from graduates & giving it to young women.  Quite wrong : but it might avert trouble.  Prestige : Minister can settle sum : but can’t settle its distribution.

J.M.
Hope Minister will stand firm – as we did in Scotland.

H.B.
Yes : we shd. alienate those who supported our common-sense line.



Agreed : make no concession on differentials.
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9th October, 1961.


1.
Public Investment.

E.B.
Explained draft W. Paper.

D.E.
Following year will not be much higher, but it builds up to a much larger inevitable volume in the third year.  Rolls forward.

E.B.
No commitment on figures, but I accept the point.



Memo. approved.


2.
Importation of Liquid Methane.

R.W.
Shd. have to give written statement of my reasons, to Gas Council – because of practice, not requirement.

P.M.
Concerned about this.  deG. will soon have to accept some decision on Algeria : my belief is that he will abandon it.  Result can’t be foretold.  Effect on Sahara.


Alternative sources – Nigeria etc., but transport cost wd. be too high.  Oil cracking or coal wd. be competition.  
R.W.  
Nigeria wd. be cheapest.


Total wd. be only 1/7th of needs – effect on prices wd. not therefore be v. marked.


Real reason for this is to get coal & oil interest to be more accommodatg. to gas industry because new source of competition.


Surprised tht. Ty. shd. be so ready to accept addn. of £4m. foreign exchange when we are treatg. defence and F.O. so roughly.  Not ready to knock H. Kong about if we waste £4m. on this sort of thing.

R.A.B.
Agree : cost may rise to £7m. or more.  We need more informn.

R.W.
The diffce. of £4m. puts case in worst light because assumes tht. all oil alternatives wd. be refined here.  In fact, to reduce gas price, we shd have to import but are etc., which wd. cost as much in f. exchange.

E.B.
By 1965/6. we shd. spend £4m. in f. exchange, but wd save £7m. on internal cost.  This is justified on basis of greater efficiency.


Lower efficiency of gas industry wd. also be damaging.

R.M.
Effect of stopping people from developing more efficient methods.

P.M.
Let small Cttee., under R.A.B., consider arguments and report to me.  (M/P., D.E., Ty. Minister etc.,)







[Exit R.W. Enter Att.G,


3.
Trade Union Elections.

J.H.
T.U.C. have taken effective action v. E.T.U.


In talks T.U.C. reacted violently to the v. mild suggns. I put fwd.  Not only Woodcock, who is pathological about T.U.C. independence, but others much more moderate believed it wd. have serious effect on T.U. officiails (liable to questioning etc.,)


Thus, T.U.C. have taken effective action & will resent action by us.  But, on other hand strong feelings among our supporters.  Have therefore suggd. incln. of words in Q. Speech will imp. keep door open for further action.  Quite ready to use vaguer & less specific words e.g. “My Govt. are considg. in consultn. with TUC, the problems raised by breaches of T.U. election rules”.

K.
The more general form would be wiser.

Hail.
Need we put anthing in?  Regard for trouble with T.U.’s on wages & planning.

J.H.
I see that.  If I cd. get T.U.C. to say they wd. act in future case of fraud as they have done with E.T.U., I wd. be content.  But there will be other cases – e.g. Fire Brigades Union.

I.M.
E.T.U. case is triumph for democracy in T.U.’s

H.B.
We shdn’t legislate early in session : so why put it in Q. Speech.



Agreed : no reference to this at all in Q. Speech.


4.
Queen’s Speech : Prorogation

[Exit Att.G.

P.M.
Para 5.  Will Mali etc., be offended at not being mentioned?  Wd. some general formula be wiser? – in addn., if not in substitution.



F.O. to consider



Approved – subject to amendments.


5.
The Cabinet.

H.M.
Certain changes.  Sole purpose to increase efficiency of our joint effort.
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10th October, 1961.


1.
Foreign Affairs.

[Enter  M.R.

                   a)
Syria.

H.
Nasser won’t oppose admn to A. League or U.N.  We can therefore


recognise, in assocn with some others.

                   b)
Laos.


Princes have met & recognised Souv Phouma as P.M.  But the King


has said he won’t have him : this may be passing tantrum:  hope so.

                   c)
Congo.


Tsoumbe has sent message to Adula suggesty. delegn to Elizabethville:


& Adula has sent positive reply.

                   d)
U.N.

R. hardened on Sec-Genl. (unitary) & are falling back on Troika
                   e)
Berlin.

H.
President & R. another mtg. Gromyko.  As result G. has agreed to 



further round of bi-laterals with U.S. – prob. in Moscow.



Alternative of early F.M. Mtg. wd. not have bn. acceptable to



France.


No other recent developmts.  I will circulate memo. to bring Cab. up



to date.

P.M.
I was uneasy:  ‘phoned to President K.  Have advised him to try to



bring Germans round – Fr. more likely then to follow.



Hopeful tht. French haven’t reproached R. for going rather



beyond agreed W. line.  Handicapped until A. forms a Govt.

H.
U.S. spokesmen in Moscow must have views of W. Govts.  on main



points – suggd therefore mtg. of officials for this purpose, to 



clear U.K./U.S. views with Fr. and G.


2.
U. Nations:  Resolution on Colonialism.

P.M.
Discussed with Ministers concerned wtr. Nigeria shd. be encouraged



to submit moderate resolution on Colonialism in Africa.



Independence by 1970 – broadly in accord with our aims.


Agreed we shd. give broad support to this, as preferable to more

extreme resoln which R. & others wd. favour.  Useful to divide Afro. Asians.





[Enter  Att.G. & E.B.


3.
Commonwealth Immigrants.

R.A.B.
Will be awkward.  Will be seen to be aimed at colour, tho’ in form



applicable to all.  But strong pressure for it.


Flexible – because of class (c);  but will give control.


Reluctantly concluded this is now inevitable.


Resoln on this to-morrow at Party Confce:  must reserve announcement



of legn until Q. Speech.

K.
For 6 months we have recognised “sad necessity”.  Risk of social



tension:  redn in housing standards.  These outweigh C’wealth



sentiment and econ. advantages of col. man-power.


This will give control over flow – no dramatic redn.

D.S.
Welcome this Bill.  Better to face criticism once for all, rather than



risk series of incidents.


Want liberty to tell Dom. Govts in confidence, as soon as possible.

P.M.
Take care to avoid leaks.

Att.G.
Is it necessary to imply at Party Conference tht. we are going to act.

D.S.
Embarrassing to me – before I have consulted Dom. Govts.

K.
Form of Bill.   Enabling Bill wd. be even more controversial.

E.B.
Econ. advantage in having this man-power.  Economically



indefensible to cut it down to a trickle.  Don’t therefore imply



tht. (c) will be small.

J.H.
Agree:  categ. (c) is weak spot:  constant pressure to disclose what



our quota shd. be.

Att.G.
Deportn:  extension beyond 5 yrs. to be discussed.

P.M.
Party Conference.  Say no announcemt. until we have communicated



with other C’wealth Govts, - still in process of consultn with 



them.  M’while only preliminary indication to C’wealth Govts.







[Exit  Att.G.


4.
Ghana.

D.S.
Joint communiqué may be of some use – esp. on Colonial Policy.


But recognise this has only papered over cracks.  We must continue



to consult – to avoid things becoming worse.


Nk. doesn’t want to go over to Communist bloc, but wants to get best



of both worlds.


Point for discn:  Queen’s Visit.



a) Safety   b) Political.  On b. no doubt she will have warm 




welcome & that cancellation wd. ruin our relns with 




Ghana.  Thus a. is the more important.


Went into a. with gt. care.  Got from Nk. tht. if there were 



disturbances anywhere, Queen wd. not be asked to go there.



Fr. others I got re-assuring re-actions.  Head of Sp. Branch



(Irishman) was clear tht. recent events hadn’t increased risks.



Jacks. also saw no increased danger.  Leading Br. business men



(while thinking timing unfortunate politically) agreed no 



abnormal security risk.


No grounds therefore for advising Queen now to change her plans.

P.M.
Tour includes also S. Leone, Gambia & Liberia.  Cdn’t drop Ghana



alone:  would have to find excuse for cancelling whole tour.

CLOSED UNDER THE

FREEDOM OF INFORMATION

ACT 2000

Wise to reduce as much as possible occasions on which Queen drives



with Nkrumah.

H.
Distasteful tht. Queen shd. have to associate publicly with a man like



Nkrumah.
P.M.

CLOSED UNDER THE

FREEDOM OF INFORMATION

ACT 2000
Hail.
Pol. disadvantages of cancellation outweigh those of going.




Agreed:  inexpedient to cancel.


5.
Malaya.

D.S.
Greater Malaysia is best hope of containing Singapore – which, if it



became independent on its own, wd. prob. go Communist.


Looks now as if Tunku will come to London.  Singapore favour talks.



We must welcome them, while preserving posn of peoples of



Borneo etc., whose wishes wd. need to be taken into a/c.

P.M.
Agree – try to get Tunku to come for these talks.

H.W.
There will be diffy in H/C. over Singapore base.

H.
Avoid commitment to consult peoples of Borneo territories –



referendum etc.


6.
B.T.C. Hotels.

E.M.
As in memo.  Beeching is firm in this opinion:



i)
physical diffy of splitting premises.



ii)
£150.000 p.a. savings on common purchases & £100.000





on m’tenance.



iii)
T.U.’s wd. prefer it – negotiating machinery.



iv)
trust Beeching’s judgment.

I wd., however, include safeguards – separate organn, no power to create new separate hotel holdings, power to Minister to direct them to sell, provn for company to sell free-standing hotels.

M.
Reasons are compelling for change of policy.

E.B.
Ty. agree:  reasons for over-riding B. are not strong enough.

R.A.B.
Merits transcend Tory philosophy on this.

P.M.
Wd like to be sure this doesn’t mean they will continue all the hotels,



good or bad.  Some sites of bad hotels cd. be developed for 



other purposes.

E.M.
Minister will have power to give directions on this.


7.
Council of Europe:  Social Charter.

E.B.
Can’t take Art. 12.  But enough to ratify w’out that.




Approved.   
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17th October, 1961.


1.
Berlin.


[Enter  M.R.

H.
de G.’s veto on mtg. of F.O. officials.  My tel. to Rusk.  U.S., tho’



shaken by Fr. attitude, are willing tht. I shd. say we think proving



talks shd. continue & that U.S. agree with that view.


Fear it means tht. de G. does not want negotiations.


President K. wants to bring French along & is delaying Thompson’s



return to Moscow.


Adenauer has accepted Prs. K’s message.

H.W.
P.N. Ques. to-day:  Opposn will attack on basis of lessons of Opern


Spearpoint:  suggesting we rely too much on nuclear & tht. we



are out of line with N.A.T.O. strategy.  Unreadiness of B.A.O.R.

I.M.
Many P.N.Q.’s are being sought.


2.
Common Market:  Paris Meeting.

E.H.
Re-action to my speech in Paris as good as cd. be expected.


The Six were taken aback by our explicit assurance to E.F.T.A. & by



complexity of C’wealth aspects.


Mtgs. – for early Nov. – officials & Ministers.



They will be long in reachg. agreemt. inter sc.

3.
Queen’s Speech:  Opening of Parliament.
[Enter  E.P.

P.M.
Add any reference to capital gains tax?

S.Ll.
Not quite certain we can do it in advance of Finance Bill.  Unwise therefore to mention it.  Mght. be able to announce in debate on Address.

P.M.
Great moral advantage on wage pause.




Agreed:   omit from Speech.

I.M.
Weights & Measures.  Don’t mention in Speech – but don’t drop it



now from p’mme.  Give ourselves room for manoeuvre.

P.M.
Also because may be a stormy session:  don’t therefore promise too



much – to avoid charge of inability to carry out your promises.

I.M.
Endless scope for diffy on this Bill if Oppn want to make trouble.

F.E.
Important reform:  we shall be criticised if we don’t go on with it, 
Oppn won’t crab it:  helps shoppers.

R.A.B.
Bound to be asked about it in Debate on Address.

H.B.
Strong appeal to l.g. circles and consumers:  hope we shall get it.

M.R.
Room for this is Capital Gains doesn’t start at once.



But Party will prefer tht. Speech shd. give appearance tht.



p’mme is lighter.




Agreed:  omit from Speech.

[Exit  E.P., E.H.


4.
Army Man-Power.

H.W.
As in memo.  Combination of two proposals would see us thro’ 62/63.



Volunteer element in Reserve (from A.E.R. or T.A.) who wd.



come up in time of tension – wd. be a valuable start in reform of



Reserve.

P.M.
Discussed by Def. Cttee.  Recommend adherence to concept of regular



forces.  Advise legn to give permissive power to retain N.S. men



for 6 months more & to call back specialists.

H.
Commitments unlikely to be lessened in next 2 years.  Assent to first



2 proposals.  Doubt, however, wtr. 3rd proposal will ensure



adequate balance in forces throughout the world.

S.Ll.
Dislike financial cost, but admit need for first two proposals.

D.S.
1957 plan has bn. upset mainly because we have bn. unable to make



the planned redn in B.A.O.R.  If we have to keep 55.000 men 



there indefinitely, we can’t do it on voluntary system.

H.
Both we and U.S. want to reduce our forces in G;  but it will have to



be considered wtr. we want G. army to dominate Eur.

R.A.B.
First 2 proposals will help me, on civil emergency, by producing more



troops in U.K.

C.S.
Army at 160.000 won’t be efficient peace-time force because gaps 



in it.  You need 180.000 on 1957 deployment.  Will take 3 years



to reach that level.  We accepted this “gap”.  But problem has 



bn. aggravated because commitments have not bn. reduced as



assumed.  84 units abroad now & 40 at home:  as cpd. with



roughly 50/50 basis of 1957 plan.  Will affect regular 



recruitment in the end.


1st proposal will give us 180.000 until Oct. ’62;  but will then fall



sharply.


We must therefore decide we shall cut commitments to somethg. like



1957 order of battle plans or we must consider re-introducg. N.S.

P.M.
I have bn. working on reduced commitments – partly for this reason



& partly for cost.

H.W.
If we are to avoid being driven into N.S., by failure, we must show



determination to succeed in working with all regular forces –



incldg. redn of commitments.




Approved:  first & second proposals.

H.W.
Reservists.  Simplest remedy wd. be to remove requirement of 



Proclamation;  but satisfied tht. this wd. be breach of faith to



reservists – who have always understood they wd. not be 



re-called except for fighting.  Ideally therefore need to re-shape



whole reserve.  This wd. take so long tht. we propose the 



voluntary experiment.  You cd. get it into this Bill w’out adding



to controversy.  On balance I favour incldg. it because it does not



leave whole burden on the N.S. men.

P.M.
Berlin situation wd. warrant Proclamation.  But this (in Aug.) wd. have



enhanced tension.  Thought to be equivalent (modern) of



mobilisation.

J.P.
Welcome such a start on reforming reserves.  But wrong to support



we shall get v. many volunteers for it.

H.W.
We haven’t tested how many men wd. volunteer for period/tension.



Only an instalment.  But wd. show we were making a start.

R.A.B.
Essential to revise concept of emergency:  existg. statutory 



definition is not in accord with modern conditions.

P.T.
Dangerous public position if v. few enrol.

J.H.
Reservists don’t like re-joining & then hanging about – cf. our 



experience over Suez.




Agreed:  further study of 3rd proposal, includg. drafting,





      & further discussion by Cabinet.





W.O. to be responsible for Bill.

[Exit  J.P.


5.
Shipping;  Cunard Liners.

E.M.
Chairman Cunard doesn’t now wish to cancel, but to p’pone.



Seen him, with Mills.  Made it clear tht. ques. of commercial



judgment are for him.


Cunard statement to be made on Thursday.  I shall then have to make



a statement in H/C.  Also to tell Chandos.  Several tenders are



below £30 m. – so he can’t use that excuse.

P.M.
New situation:  must reserve Govt.’s freedom to consider it on merits.




Formula on this basis to be agreed between E.M., I.M.





and Ty.
[Exit  H.W., H.and S.Ll.


6.
Teachers’ Salaries.

D.E.
Teachers have decided to strike on 24/10 and demonstrate in Ldn.



Also to w’draw services of supervision in meal-breaks



from 1/11.  L.a.’s have asked if payment to others (for meals)



wd. rank for grant.  I said “no”.  L.a.’s thus stiffened to make



agreement with teachers.  Hold mtg. y’day with both sides,



l.a.’s said they wd. start negotns for new salaries – in mid 1962


to operate from spring of ’63.  I didn’t guarantee that.  N.U.T.




have decided to propose acceptance of £42 m., calling off strike.



But they want me to p’pone my legn – at least till after Xmas.



I have said I will introduce Bill on 31/10 unless they have given 



way before then.

P.M.
This seems v. satisfactory.







[Enter  J.H.


7.
Euston Station.

E.M.
H.A. Cttee decision.  Announced July.  No fuss until now.



Alleged it cd. be rolled elsewhere for £90.000.  Raising a fund.

J.H.
Has historical & aesthetic interest.  Shd we stop others from raising



funds.

E.M.
They have not raised £1.000.

H.B.
No chance of their submitting viable scheme.




Agreed:   stand firm. 
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19th October, 1961.


1.
Teachers’ Salaries.
[M.R., J.A. & Godber.

D.E.
My only concession was to promise not to introduce legn before Xmas.



Their line:  no objn in principle to my proposal (subject to discn)



so long as machinery for comparable wage negotiations is 



applied to others.  Not too bad.

J.M.
Sc. teachers are strongly friendly and helpful.  Talks starting to find out



underlying causes of malaise other than salaries & Burnham.



The are not in a hurry.  Prs. delaying till they see what happens in



E. & Wales.


2.
Aviation Industry.

P.T.
Declared our policy recently & in detail.  Annex A. para. 4.  On basis



of that they have made costly & painful re-organisation.  Cost


estimated then at £20 m. p.a. – we were ready to pay that price



to have an aircraft industry.  Presume we don’t go back on that.


But picture now is sharp run-down in [key-workers & design staff].



Total employment in industry is falling.  Ty. figures are 5 mos.



out of date & include many who aren’t making aircraft.  Factories



are closing – no. of illustrations.  This is right:  what we intended.



Larger run-down will follow when peak of old orders is past.  



Worry, however, is uncontrolled run-down of [ ].  Must avoid



that.


Immediate need = decisions on sufft. no. of projects to enable future to



be firmly planned.  These needed w’in 3 wks.


I favour –
a) Helicopters.  Rotodyne:  delay verging on scandal.



I cd. make a deal betwn. B.O.A.C. & Sabena to operate Vertals



with Br. engines.  At cost of £½ m. over 5 yrs. this wd. pave way



for Rotodynes.  Held up for 4 months.  Also progress with



Rotodyne.




b) Trident  D.H. 121. for export with Medway engine.




c) Beverley replacement.  Prs. the Belfast.




d) Freedom to switch betwn. r and d. and developmt.,





so tht. while we wait for order decisions we can get 





on with useful research.


This is minimum to enable us to appear to be followg. our policy.



Wd show that something is moving.

S.Ll.
Glad this has come to Cab.  Commd to a policy.  Officials are at odds



over this.  Ministers will have to decide.  H.B. will handle it for



me.  How does it fit with D.R.P.C.?

H.W.
O.R. 351 Hastings/Beverley.  This & similar projects shd. go thro’



D.R.P.C. – tho’ I will ensure no delay.

P.T.
I accept that.

D.S.
Services must be more ready for variations of requirements to enable



dual purpose aircraft to be produced – e.g. freighters & 



troop-carriers.

J.A.
Freighter possibility is Argosy (which we are using in R.A.F.) not



in Beverley replacement.

H.W.
We shan’t be able to give firm decisions on numbers until defence



policy has bn. settled.

J.A.
Air Miny view:  we can’t afford r. & d. cost unless we make one



aircraft meet 2 or 3 roles.  This wd. mean larger orders for



each type.

P.T.
Avoid waiting for long-term decisions by concentrating now mainly



on civil (mostly) & shorter-term things.

H.B.
Propose a mtg. with Ministers before we tell officials what plans



they are to bring forward.




Agreed.

Hail.
We face difficult series of long-term problems.  We must protect our



right to participate in technol. advanced industry.  But we need



to obtain agreement of U.S. & Europe tht. we can have a share 



in world market.


Also problem of priorities.  Projects come up in isolation.



Nuclear ship:  supersonic airliner etc.  No machinery for settling



this sort of thing.  Only Ty. scrutiny, limited to economic cost.

E.M.
Yes:  shipbldg. complain tht. aircraft industry get unfair share of



Govt. aid.  Shipping interests support this.

H.B.
I could help with this.

P.T.
Wd be difficult to go back on announced policy re aircraft industry.

M.
Comparison shd. be based on amounts to be spent on industries not



on relative merits of individual projects in each.

R.A.B.
1)
Let H.B. examine the 4 specific projects in reln


to existg. inter-departmental machinery – mil. & civil.


2)
Take up later (Ty.) the major ques. of scientific priorities.

D.E.
I doubt if market is available for civil aircraft on scale we envisage.


U.S. bribe their way in.  What card have we against this?  


Shd B.E.A./B.O.A.C. continue to be separate?  Latter can’t see

future – reluctance to share our C’wealth landing rights with e.g. K.L.M.  Unless we do go into partnership with some other


lines we can’t get market for our civil aircraft.

D.S.
We are in partnership e.g. with Quantas but it doesn’t prevent latter


from using U.S. aircraft. 
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1.
Foreign Affairs.

[Enter  M.R.


a)
Berlin.

H.
E. Berliners insisted on U.S. personnel showg. passes – wh. they 



have never had.  U.S. show of strength.  Mtg. to-day.  U.S. firm 



because Gromyko agreed no change of practice while discns


proceed.  Our practice is to show passes.


b)
Congo.


Tshombe sent 2 junior officials to Adoula.  T. not v. f’coming:



but A. responsive because nervous of Gizenga.  We are urging

T. therefore tht. this is a moment to do a deal – better terms likely.


c)
Laos.


King has agreed to Phonma as P.M., but won’t say so publicly until



all Govt. posts filled & announced.


d)
Nuclear Tests.


U.N.
have passed resoln of disapproval.  Don’t yet know wtr. it was



30 or 50 megatons.

P.M.
We shall have to state a posn on resumptn in Debate on Address.


Provisional view:  no case for tests in atmosphere merely to out-do R.



If needed to m’tain balance of deterrent (esp. on anti-missile



weapon) we mght. have to do it.  This is only tenable moral 



position.


Reserve right to make tests:  but make foregoing negative point.

H.W.
Hope U.S. can get ahead with what they need to do by underground



tests.

Hail.
No need to hurry one, even for military reasons:  lest it appear to be



for mere propaganda purpose.







[Enter  J.P.


2.
Army Man-Power – Reserves.

J.P.
New voluntary reserve w’in T.A.  Liability:  maximum of 6 months in



any year.  As individuals – or prs. in sub-units.


Wd like authy to include provision for this in the new legislation.

P.M.
Advantages   a)  1st step twds. rationalisation of reserves as a whole.




     b)  insists long-term element in what wd. otherwise



seem to be stop-gap legislation.

H.B.
Ty. will be asked to approve cost at v. short notice.


Permanent expre of £4 m. p.a.  Will this be w’in ceiling of

defence expre?  Cdn’t accept it as permanent addition.

H.W.
Hope to satisfy Ty. tht. it can be carried w’in existing total.

S.Ll.
Need full detail be included in Bill?

H.W.
A month in which to finalise it.




Approved in principle.




Details to be discussed with M/D., W.O., M/L. and Ty.







[Exit  J.P.


3.
Methane Gas.

[Enter  R.W.

R.A.B.
a)  Algeria:  money will be spent here on installns which cd. use



supplies from Nigeria if Algerian source dried up.


b)  If this denied they wd. import butane – at least as costly in 



f. exchange.  To ban imports on all gases wd. be inconsistent



with policy on natd industries.

P.M.
Butane wd. at least come from Br. companies.


Believe they will lose much money over this.



R.W. to break it to Ld. Robens.



Any need for Parliamentary statement?

R.W.
Much interest.  Want oral, to give room for explann.  Will discuss



with Leader H/C.







[Enter  B.C.


4.
Coal:  Price Policy.

R.W.
First:  ques. of principle:  shd. N.C.B. be free to vary differentials



in prices in various parts of country.


Second:  if so, shd. increased costs be covered by genl. increases of



price or variable regional increases?  Chairman is v. much



against general increases – reasons given.  Main one:  frustrates



attempts to increase efficiency.

H.B.
Some action needed.  Sc. Divn now losing more than total loss of



N.C.B.  We are heading for subsidy – as for rlways. – and Party



wd. not accept that.


Increases in some areas wd. not breach any existing principle.



But 15/= p. ton. wd. be heavy blow in Scotland.



Can’t be in interests of economy to go on subsidising miners’



wages at £400 p. head p.a.


Policy on natd indies re prices announced as recently as April.



Quoted from White Paper.


As politician wd. not press for full 15/= from 1st Jan.  Sensible time



to increase is summer.


Proposal for increase of 6/= in N.W.  What about 6/= all round in the



summer?


But economic arguments support M/P. plan.

J.M.
69.000 to 64.000 drop in man-power in Sc. is planned.



New proposal wd. mean another 20.000 jobs wd. disappear



by 1965 – tho’ believed redundancy wd. be only 3.000 or so.


Industry.  Increased cost for Colvilles wd. be £1.2 m. or £1 p.ton of



finished steel.  Cement 4%.  Domestic 12% - 1/= p. wk


for pensioners.


Price differentials are mainly on quality.  Coal-field differentials



are historic, but not directly related to costs.  Wage structure



in national.  This is therefore fundamental change in policy



followed by N.C.B.  v. hard to reconcile with our D.I. policy.


Social investment – serious waste.

H.B.
Eventual waste of it wd. be even greater, if sitn left to drift.

R.M.
Shattering blow to D.I. effort in Scotland.  Wd prob. reverse all our



progress on this.

M.
A year ago £60 m. increase in coal prices authorised.  In spite of this



loss of £1 m. overall is now expected.


Small island:  wrong to base price on costs of individual coal-field.



Prefer to follow principle of level prices, subject to only small



variatns.

I.M.
Share this view.


Cab. decn to put new strip-mill in Scotland.  Linked with that efforts 



to draw other industries to S.  All this wd. be stultified by



decision not recommended.  And D.I. policy pursued for 20 yrs.

E.M.
But failure to follow M/P. line wd. equally stultify recent W. Paper



on natd industries.

M.
For rlways. we removed burden of old debt.  We may have to do same



for N.C.B.

R.W.
Nearly £100 m. accumulated deficit.  Even if we wrote if off, there wd.



be similar problem in a few years – unless we adopted policy



now advocated.

H.W.          x/
Wiser to close uneconomic pits, more rapidly.

R.W.
Then imported coal – even from England it wd. be more expensive.

J.H.
This discn causes me to change my view – into support of x/ as 



alternative.  We have persuaded Rootes to equip new factory



for coal.  Press on with x/ and with getting new firms into areas



where pits are to close.

F.E.
Support M/P. plan.

R.A.B.
i) write off deficits  ii)…………..


I myself see no way out w’out increased prices.  But more phasing



shd. be made.

R.W.
Agreement betwn. N.C.B. & Minister tht. he will consult on prices



& will not act inconsistently with Minister’s expd wish.  But



since Wh. Paper Minister wd. have to make public statement 



of his reasons in writing.

Hail.
If Sc. is not affluent, wrong to allow them to cling to uneconomic



production of uneconomic coal.

J.B-C.
This wd. prob. tip scales in favour if increasing assistance rates if



done this winter.

Ch.H.
Better to accelerate p’mme for closing high-priced pits.

R.W.
Present p’mme will reduce pits in Sc. to 55 by 1965.  Diff. to 



accelerate it.  But only 4 m. of 17½ m. t. of coal in Scotl. is



produced at profit.


Imported Engl. coal wd. be £2 m. p.t. more.

D.E.
Must subsidise Sc. in some way in order to prevent drift of labour



to E.  But subsidising Sc. miners at £400 p.a. is silly way of



doing it.  Better to subsidise if necessary new indies to wh. he



cd. move.


Action which is indefensible economically on one thing makes it



diff. to be sensible in any field.

P.M.
Don’t believe you can run natd industry on same lines as private



industry.


There are differences already in prices between one area or another.

R.W.
Realistic closing of pits cd. not go far enough to cure the financial



problem.

S.Ll.
Solution:  do a bit more of more things.  Don’t try to do it all by



price – or so suddenly.

E.H.
Why shd. Scots pay less for coal when it costs more to produce it



there?  Support S.Ll.’s view tht. combination of methods is



preferable.

P.T.             1)
Consider posn of N.C.B., who want to compete where they can.  If we

force him to general increase, he is hampered all across the board.

                    2)
Don’t exaggerate effect of this on d.i. policy in Sc.

R.W.
Genl. increase will drive people to oil in England but delay the



conversion to oil in Sc.

H.
Cd there be some general & some local increase?

M.
He can’t plead principle when he made a genl. increase last year?

P.M.
Cd we work for package deal.  a) accept differential prices for regions



b) increase Sc. coal by 5/=  c) but the other 10/= by other means



& phase it out (?)  d) special concession to those who can’t use



hydro-electric power or oil.    [add increased pit closure.]

J.M.
a) is not really reconcilable with national wage structure.

S.Ll.
What view wd. T.U.C. take?

R.W.
There is also N. West & anthracite problem.



Agreed:
R.W. and H.B. to look at this again, with J.M. 





    & Mills in light of discussion.

J.M.
Cd we include ascertaining T.U.C. view on breaking



down national wage structure.







[Exit  R.W., P.T.


5.
National Insurance:  Family Allowances for Apprentices.

J.B-C.
Economy proposal – wd. save over £1 m. – inevitably controversial.


Explained proposal.


T.U.’s wd. oppose this.  But socially it is justifiable.


Suggn of taking power only wdn’t get us out of difficulty – for we shd.



have to disclose the figure in debate on the Bill.  And to go down



by stages wd. involve much adm. diffy and Parly controversial on



each occasion.


Wd it be disincentive to apprenticeship?  Only 8/= difference.



N.A. scale for child of this age is only 32/=.

J.H.
Shortage of skilled labour.  Campaign for more apprentices.  This wd.



frustrate those efforts.


Is this socially justifiable.  Income tax allowances are given for these



children.  They are foregoing large wages to be apprentices.

H.B.
Gap over apprenticeship is not enough openings offered by employers



not shortage of applicants.


How can we expect to get £100 m. savings if we reject this sort of



plan?


Figure of 87/6. – new factor introduced by Comms. not us – is not



justifiable.

E.M.
B.T.C. have 8.000 apprentices & don’t think this wd. affect them.

Hail.
Support J.H.

S.Ll.
Our figure, if we fixed it, wd. be 40/=.

H.B.
Nothing in I.T. point:  this wd. bring them into line .  £100 for I.T.

J.B-C.
Same amount of row even if a higher figure were proposed.




Memo. approved.

[Exit  J.B-C.


6.
Shipping:  Nuclear Propulsion.

P.M.
Announce in reply to P.Q. – written Answer.

S.Ll.
Don’t let it be assumed tht. this commits us to prototype.

C.S.
Para. 2. nuclear re-actor not propulsion.  “No re-actor system



for marine purposes offers …….”


7.
Wages Policy.

S.Ll.
We are hanging on.


But to avoid Jan. 1. assumption as end of pause, we need some



other dates.

J.H.
Last of pre-announcement commitments are related to Jan. 1.



Now faced with awards w’out prior commitment:  & propose 



to relate these to April 2.




Approved.

8. Euston Station:  Doric Arch.
P.M.
Have now received influential deputation.  We shall be called



Philistines.

Hail.
Bogus black Parthenon.




Earlier decision confirmed.
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2nd November, 1961.


1.
Parliament.

[Enter  M.R.

I.M.
Business for next week.


2.
Germany – Berlin.

H.M.
Developing Allied discussions on contingencies – we have bn. led



along.  U.S. have to be reminded continuously that with us



Parliament is sovereign, and all these plans must be subject to 



Cab. decision at the time.  This adds to H.’s difficulties.

H.              (a)
Immediate ques. of Friedrikstrasse crossing.  Narrative in memo.



16 yrs. U.S. have not shown passes:  Br. have shown if asked,



but v. rarely asked.  U.S. having taken a stand on this, can’t 



give way.  Latest plan:  Allies to require R. civilians similarly



to show passes on entering W. Berlin.  U.S. willing to conform



with that solution.  Best way out in present circs.  (“Civilians”



for this purpose means or includes military personnel in 



civilian clothes.)  Also reduce no. of our points of entry into



W. Berlin to one – to conform with one crossing into E. Berlin.

Hail.
Uneasy about U.S. re-actions on the spot – e.g. Clay.

K.
Tel. 1147 from Berlin.  Any hope of getting pressure on Clay? – via



Washington.

M.
You can assume  (H:   you can’t)  tht. Clay keeps in close touch with



W’ton.   (P.M.   But Pentagon.)

H.
Solution now in view emphasises 2 Berlins – but that is a fact.

                  (b)
Corridors – air and land.

H.
Clear directive worked out with Norstad re air corridors – on re-action



to any interference with civil aircraft in corridors.


Suppose plane shot at from ground, N. wants fighter escort to be free



to shoot at ground target outside built-up area w’out risk to



civilian life.  Either i) authorise immediate retaliation or



ii) leave opportunity to warn R. and then mount such an attack



on any second occasion.  Second wd. give scope for a political



decision.

H.W.
Prefer (ii).




Agreed.

C.S.
Won’t arise:  for if civil aircraft is attacked by S.A.G.W. it will be



destroyed (sitting duck) & therefore can’t make a second trip.

H.
Land corridor.  N. wants re-action v. any block:  force to remove it &



provoke R. to fire first – after which it wd. w’draw.

H.W.
Cassel has worked out plan for a small force to do this.

H.
May have to be larger than a company.



Agreed:  subject to H.W. vetting that the plan is realistic and safe.

S.Ll.
Shd be a small force, to avoid a situation in which loss of



face arises.

H.W.
Under Cassel’s control:  can tell him to warn us before he acts.

                  (c)
Economic Counter Measures.

H.
Allies consider these will help to avert ultimate crisis - & tht. our



attitude in N.A.T.O. has bn. unhelpful.  Mr K. himself favours 



this as alternative to mil. re-action.  Hence tel. in Annex B.  In



N.A. Council y’day it emerged tht. many are nervous of total



embargo – Canada, in particular, reservg. this for pol. decision



at the time.  Others taking similar view on lesser sanctions.  We



are no longer alone:  but U.S. still think we have brought this



feeling about.

S.Ll.
Why can’t U.S. see tht. measures v. D.D.R. alone wd. be preferable,



at the earlier stages?

H.
They still insist tht. all measures shd. be taken v. whole bloc.



Our repve in N.A. Council was asked y’day to circulate his



arguments for action v. D.D.R. & on this too we may bring



European Allies round to our view.

I.M.
We are thinking of what will bite:  they are thinking of a gesture.



V. different tests.

H.
Real danger here is, not tht. we will get committed, but tht. U.S. will



conclude we are faint-hearted over the whole affair.


Shd we therefore try for a resolution in N.A. Council wh. will go some



way to satisfy U.S. while reserving decision for Govts.

P.M.
Ty. & B/T. to advise F.O. which of these measures are tolerable, if



required as gestures.  M/T. to send F.O. a note on shipping.




Agreed.


And use to U.S. D.E.’s argument tht. it wd. force neutrals to depart



from neutrality & choose wtr. they are to trade or not.  They



will mostly choose to continue to trade.


F.O. shd. also consider what guidance to give on cultural etc. contacts



with R. – in the light of latest test explosions.




Agreed.

                  (d)
Negotiations.

H.
U.S./U.K. agreed there shd. be negotiations & also on substance of 



our aims in such negotns.


Thompson probe – hampered because Fr. won’t be associated with it.



[Negotiation leading to concession is worse than none.  Wait



  until D.D.R. begin to interfere & then negotiate in hot blood.



  This is Fr. attitude.  We don’t share it, but can’t move them.]



Therefore, if Thompson seeks search for basis, he must do so on



behalf of U.K./U.S. alone.  Diff. in these circs. to see how we 



shall get negotn on substance going.


Ingredients of a settlement  i) Niesser/Oder line ii) acceptce  of



D.D.R.  iii) No manuf. of nucl. weapons by Germany.  iv) Some

U.N. presence in Berlin.  In return K. wd. guarantee access &



embody that in a Treaty deposited with U.N.


But latest speeches by K. & Grom. are not encouraging.


Time-table.  New G. Govt.  New Chancellor to go to W’ton & be told



what he must accept.  Then pressure on France to accept that.

S.Ll.
K. will want also i) admn tht. W. Berlin isn’t part of W. Germany &



prs ii) some assurance on espionage & propaganda from 



W. Berlin.

H.
But time is running out – for pol. deadlock in Bonn and intransigence



in Paris.

Hail.
Fr. will blame us for any concession made.  Shd we lose therefore by



going on w’out them.

H.W.
We have broken Fr. intransigence before by demonstrating in N.A.T.O.



tht. they are in minority of one.

K.
Thompson mght. get further if we cd. stop U.S. playing tin soldiers



in Berlin (Kutznetzar).

H.
German Amb. W’ton has put fwd. formula which amounts to



de facto recognition of D.D.R.  This wd. be crucial to K.  Sole



encouraging sign.


Gromyko is showing interest in wider issues – Eur. security.



This is v. frightening to Fr. & G. - & on account of their 



anxieties we have reverted to a narrow agenda (Berlin only).


Time-table.  K. may want to see a new G. President.

P.M.
What are long-term interests of U.K.?  M’tenance of N.A.T.O. – viz.



European Alliance with U.S. involvement.  K.’s objective is to



divide that:  Hence de G.’s posn:  any concession must weaken



attachment of G. to W. Europe:  may even reveal to W. Germans



the failure of their basic hope for unity, for A. has built himself



on this – cling to U.S. & G. will be re-united.  de G:  if this must



happen, I will not be party to it:  let odium fall elsewhere, 



& preferably on (non-European) Anglo-Saxons.  [We want to 



get in to Europe.]  Better, if concessions have to be made, to 



make them when it really is plain tht. alternative is war.  My own



belief is tht. at that stage we shd. be in weaker negotiating posn –



near panic.


We have gained respite because pol. deadlock in Bonn.  In 10 days or 



so, we shall be under pressure here to negotiate:  our own opinion



will press.


Best solution:  G. themselves to take an initiative twds. concessions 



which are inevitable.  Wd avert growth of myth tht. Anglo-



Saxons sold them.


Next:  Western initiative in agreement (our present plan).


Next best:  U.S. initiative.  Less involved with Europe.  Also stronger.



They ought to do so.  The have nil. to lose.


Anglo-U.S. initiative.  Dangerous.  Will clinch myth tht. Anglo-Saxons



are trying to destroy power of Europe.  From that pt. of view Br.



initiative mght. be safer.


Failing all of these French policy will prevail by efflux of time.

H.
M’while K. is increasing pressure on Finland & moving troops twds.



Iran.


3.
Nuclear Tests.

[Enter  E.P.


i)    Effect of Russian Tests.

Ch.H.
Asked to consider re-assurance to public on fall-out from recent



R. tests.



i)
Statements made already by Ministers etc., have steadied





opinion.  Public is reasonably re-assured.  Mistake to





do more at present.



ii)
Need, unobtrusively, to put over a simpler statement of 





hazards & measures.  Draft prepared – 600 words. 





(Larger bomb at great height may be less dangerous





than small one lower.)





Prs. this cd. be released (written Answer) by





L. President.  Wd then be followed up, unobtrusively,





by informn agencies.

Hail.
Support this.


Had hoped all statements wd. be made by scientists – to ensure we



were seen to be objective.  But they won’t make simple 



statements – as only politicians can take responsibility for



discretion.  Think now I shd. make statement – in H/L. in next



few days.

J.M.
Hope this won’t be delayed.  Confusion in Scotland – especially over



figures which are averaged.

P.M.
Consider wtr. particular Regions shd. have dried milk.

Ch.H.
If figure rises to danger point in particular area it will be issued in 



that area.  Unlikely tht. situation will be reached.

J.M.
In subsequent announcements (factual) do utmost to avoid confusion



over “running averages”.


ii)
Resumption of U.K. Tests.

P.M.
Need to test war-head for Skybolt – improved Br. design.


Want to make this test in U.S. series of underground tests.


Need not announce at present.  Can be justified as necessary to 



make weapon more effective & safer.







[Exit  E.P.


4.
Ghana.  Queen’s Visit.

P.M.
Heavy burden of responsibility on Govt.


All precautions taken.  D.S personal enquiries.  Assessment by



Security Services.  Joint report:  no great likelihood of incident.


Greatest risk:  drives thro’ country in remote places.  

CLOSED UNDER THE

FREEDOM OF INFORMATION

ACT 2000
D.S.
All our approaches have produced same re-action.

Hail.
Wd it help if U.K. Minister were in attendance?

P.M.
No-one went to India & Pakistan.  We don’t distinguish betwn. 



republican and monarchical parts of C’wealth.

D.S.
Shd be sorry to establish this precedent.

Hail.
Wd be some re-assurance to opinion here.

D.S.
Doesn’t out-weigh political disadvantages.

P.M.           x/
Might take a more senior staff – e.g. Scarboro’.  I will consider.




Approved.   Formal submission.   P.M. to consider x/.

D.S.
White Paper – on strike at Tacoradi: relations with U.K:  may 



be pretext for w’drawal.

I.M.
Disastrous reflection on Queen, if it occurred.

S.Ll.
N. was frank in disclosing republican intentions before Queen’s



first visit.

H.
Criticism of H. Commr. office wd. be more serious.

P.M.
Mght. remind N. of his earlier disclosure of republican intentions.



Heard rumours of w’drawal.  Can I have your re-assurance



on this.  Any immediate intention of any constitutional change?


5.
Commercial Policy:  Japan.

F.E.
Memo. submd with endorsement of E.P. Cttee.

P.T.
Memo meets all points raised in E.P.C.




Memo. approved.
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8th November, 1961.


Ghana:  Queen’s Visit.
[Enter  M.R.

P.M.
Gratitude (of Cab.) to D.S. for undertaking visit at short notice.



Also trial run & public appearance of Nk., wh. only a



Minister cd. have done.  V. good effect on public opinion 



here.

D.S.
Nec. to demonstrate to U.K. public tht. we were taking explosions



as serious new development.


Two tasks  i) 2nd review of security position.  Nk., M/Interior,



Ch. Police.  Our N.S.Yd repves:  Jones & Fergusson-Smith.,



M.I.5. liaison offr. Jacks.,  McCabe ex-chief of Sp. Branch, 



now its adviser.  With one exception (M.I.5) all considered



explosions involved no addl risk;  & M.I.5 repve later changed



his mind on this.  Purpose (my view) to secure cancelln of



visit thus humiliate Nk.  [M.I.5. thesis tht. because source



of new development unknown it is new factor:  & might 



encourage others to have a bash.]   Precautions:  N.S.Yd


satisfied with character, scale & efficiency.




Our Press attitude has caused grief, as well as annoyance –



havg. regard to enormous expense incurred by Ghana.  Have



lectured them on this, locally.




ii)  Practical demonstration that Nk. can show his face in



public – after notice.  Proved tht. vast majority are keenly in



favour of Nk.


Advise we adhere to our decision:  no additional risk.




iii)  Rumour of w’drawal from C’wealth – as in para. 4 of



Accra. No. 63.  Decorations etc., on C’wealth model:  emphasis



on Queen as Head of C’wealth.




W. Paper.  Assurances from Nk. tht. it will contain no



serious allegns v. Br. - & promise to let me see it in advance.

R.A.B.
My informn corroborates D.S. report.  N.S.Yd only anxiety is over



ex-Ghana Ministers now in Togoland.


No doubt tht. row shd. go fwd.

K.
Agree.

Hail.
Strongly of opinion we shd. not advise any change of plan.

J.M.
Gbedemah
D.S.
Disappeared.  Thought to be in Lagos or U.S.

H.
D.S. journey carries conviction.  Wd be almost imposs. for H.M. to



remain Head of C’wealth if she w’drew from this.

P.M.
Tho’ risk is not more than usual, people don’t realise how great the



normal risk is.


Tho’ no greater for her, much greater for us – in view of public



anxiety which has now been raised.


Parly opinion.  Looked y’day as tho’ we mght. have back-bench



revolt (60-80) which, if exploited by Labour, might result in a



defeat.  Wd be v. awkward:  I cdn’t reverse my advice;  she wd.



appear to have flouted Parlt.  Press last p.m. and this a.m. may



have improved situation.

D.S.
Bad effect in Ghana of any H/C. debate.

I.M.
Y’day no doubt tht. adjournment wd. have bn. demanded, and



many wd. have voted v. us.  “Going to a place where there



is some danger and with which they have no sympathy.”

P.M.
Saw J. Morrison:  
CLOSED UNDER THE

FREEDOM OF INFORMATION

ACT 2000


Not much impression.

CLOSED UNDER THE

FREEDOM OF INFORMATION

ACT 2000
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9th November, 1960


1.
Parliament.

[Enter M.R.

I.M.
Business for next week.  And, in following week.  20/21 Nov. 2nd Rdg. of Transport Bill.


2.
Government Expenditure:  Administrative Savings.

H.B.
Dpts. have with Ty agreed to minor savings totalling about £143/4m.
Subject to minor adjustments these are agreed figures.
Seek Cab. endorsement.  Ministers to embody these in Estimates & draw those as tightly as possible.


Policy proposals – to follow later.


Not suitable for announcement as a whole.  Some will need to be announced piecemeal:  will discuss timing with Ministers concerned and I.M.


Society:  magnis successor is less amiable:  he leaked infn gained in Whitley negotiations.  Dpts. shd. be warned tht. Nunn is not reliable.




Agreed:  N.B. to consider.

C.S.
I shall have to announce p’ponment of swim-fiver campaign.

            x?
Shall I relate it to genl. campaign to compress Govt. expenditure.

H.B.
Yes.

C.S.
Then timing will be important:  wd. want to go off with other things.

Hail.
Research Councils.  Savings are not minor in reln to their expenditure.
Effects on policy & politics will be large.

H.
Para. 14 (2).  On oversea expenditure we have saved 5% already:  personnel cut abroad may have to be accommodated at home – and that will make it more difficult to economise in home expenditure.




Agreed:  on reflection, better not to do x/.  Announce each as 

          Dpl. affair.


3.
O.E.C.D. Next Meeting.

S.L1.
Letter from Ball (U.S.) indicatg. next mtg. will be propaganda tht. Western world will increase G.N.P. by 50% in 10 years.  Actual over last 10 yrs. is not much above 3%.  Future realistic estimate around 4%.  Dangerous – targets not reached are represented as failure.  So far, I have forecast not more than 3% for U.K.


Best course may be to choose longer period.

E.M.
Awkward for wages policy.




No enthusiasm for high target.

[Enter D.S.


4.
Nubian Monuments.

D.E.
£367m = cost of Dam.  R. not asked to pay anything for this damage, nor have they contributed to Unesco fund.


Unesco have had only 39 replies:  see para 2.:  U.S. now likely to contribute only to “File”.  11 countries have declined – incldg. 4 C’wealth countries.


$15m p.a. = income of Unesco.  This is our of scale with its proper work.
Also, any money available for Africa wd. be better spent on education.


Only reason for this is politics.

Hail.
Will $72m be reached by due date?  What value will be gained by money likely to be raised?  What will they do?

D.E.
They can’t save Abu Simbel with money likely to be raised.  But lesser sum wd. be spent on other things.  And in Sudan we cd. prob. do more.

H.B.
How can we do this, when we are pressing for economics all round.
If we give £50.000 we shall be asked for more later.
Effect on Br. subjects damaged in Egypt?

H.
Only reason for doing this is to improve relns with U.A.R.

D.E.
If R. won’t contribute, why shd. we?

R.A.B.
Para. 6 (b).




Agreed:  no enthusiasm, but p’pone decision.


5.
Commonwealth Immigration.

[Enter P.M.

R.A.B.
Impracticable to control Irish border.  But we make statement proposed, Irish Republic will probably help to close their gap thro’ which W. Indians wd. pour.  Tho’ they wd. have to legislate.

D.S.
Asked for explanation in detail.

R.M.
Amend statement to make it plain tht. this is solely due to practical considerations.

I.M.
We can quote Chuter Ede, who had to make same defence of the Irish decision.

Ch. H.
More emphasis on practical considerations.

K.
This pass was sold in 1948.  Reflects facts of history & geography.
British Isles are in fact a unit.

R.A.B.
We cd. try to get a bargain with Eire – on basis tht. we had asked them to take this action & they had agreed – for announcement in 2nd Rdg. debate.


We cd. also bring out seasonal labour more clearly.




Agreed:  subject to drafting changes.


6.
Kenya:  Kenyatta.

R.M.
Tribal tensions rising & economy declining:  risk of serious clash.
Best bit:  conference early ’62 to devise safeguards for minorities.
All action m’while shd. make tht. more likely to succeed.


K. is now free in all respects save eligibility for Parlt.  Govr. now want to remove this restn.  Tho’ leader of major Party he is old man & in Parlt. may be shown up & cut down to size.


Fear of his being Ch. Minister.  We cdn’t prevent that when K. independent or even respons. for internal self-govt.


On balance, believe this will be wiser course.

Hail.
Effect on opinion re C’wealth.  We were too good to associate with S. Africa.  What about this?  Will he be cut down to size?
Will he attend P.M.M. or advise Queen?  If so, where is C’wealth going?  V. disturbing.

H.
Similarly concerned.  Looking to conference & beyond, won’t it be more difficult to persuade minorities to accept safeguards?  Who cd. have any confidence in safeguards applied by him?

R.M.
But he is the leader of his Party:  & we can’t stop him being 1st Minister when country is independent.

D.S.
Can we escape this?  We are giving the country its independence.
Even with this disability he cd. become a Minister.
We can’t hold him back.  Surest way of bldg. him up is to continue to restrict him.

R.M.
The minority tribes think they can cut him down in Parlt., more easily than if he remains outside.

D.S.
Hope so:  but believe we must be ready for worse alternative of his becoming leader.


Want time, however, to warn Welensky & some other C’wealth leaders.

K.
Immedte risk of tribal war:  can’t be averted w’out conference:  and conference can’t succeed unless this restn on K. is removed.


Only real hope for Europeans is assocn in E. African federation.
Chance of that will be prejudiced if we make K. a martyr.

I.M.
K.’s arrival in Ldn. has excited no notice.  He is not national leader in Kenya:  several areas which he can’t even enter.  Process of reducing him to tribal leader has already gone some way.


I therefore support R.M.’s proposal.

Hail.
If there is no national leader, can we concede independence – w’out creating another Congo.  Mere association of tribes of which Europeans are one.

R.M.
Only 2 courses in K.:  rule it ourselves or find a constitution which safeguards minorities.

P.M.
Govr. previously said tht. if this disqualification were removed it wd. 

              x|

lead to w’drawal of many European officials.

R.M.
Impossible to hold country for any length of time under direct rule.

I.M.
Ch. Whip believes this will cause no political trouble her.


Shd it be timed to appear result of his visit to Ldn?  Better Not?

R.M.
Equally inadvisable for it to appear to flow from my visit to Kenya.

H.
If  Kenyatta became Ch. Minister we cdn’t rely on him to m’tain safeguards for minorities.

R.M.
It is Kikiwu the others fear - & he wd. lead them even if outside Parlt.

M.
Wait until R.M. has visited Kenya & talked to people there.

R.M.
Govr. thinks x/ will still be bad but not so bad as he feared before.

H. & Hail.
Ready to acquiesce in this decision:  but it will lead to our having to stay longer, & keep troops longer in Kenya. 

R.A.B.
I agree.

P.M.
This discussion illustrates real difficulty – how are we to handle future of Kenya as a whole.  We are here up against our first Algeria problem. (as in Rhodesia).  I’m not hopeful tht. Blundell solution will work.  Possible, if we build safeguards into constitn on American model.  But, if we can’t, we may have to buy out our colonies.


How far will amendment of this law affect this problem?

R.M.
Timing?



Genl. feeling tht. it wd. be easier after R.M. had bn. in Kenya and talked to all parties there.

P.M.
Adjourn discussion until next week & then widen it to include future of Kenya.  Oral forecast by R.M.


7.
Germany:  Berlin.

H.
Formula proposed by U.S.  Still ambiguous:  but U.S. say they do understand our position and believe this draft to give effect to it.

Hail.
We are being asked once again to agree to a nonsense.

Ch. H.
Seek amendment of last sentence – e.g. omit “if in fact such blockage of access to W. Berlin has occurred.”

H.          x|
I have already told U.S. that we won’t agree to this except as last resort if war seems imminent.

P.M.
Dislike last sentence.  For we know it’s imposs. to impose total embargo.  This contemplates its continuance (and patent failure) for some months w’out a war.  The concludg. words are nonsense because, as it is ineffective, it can’t avoid war.


If we accept, we shd. put on record in N.A.T.O. what we have said about our interpretn – i.e.  x/ above.

H.
Our postn lies in the middle sentence.  Given that, can’t we swallow the last sentence with the explication above?

I.M.
I support that view.

H.
I will try to secure omission of final sentence.  If I fail I will make clear on the record how we interpret it.


P.M.
Allow discussion to proceed in N.A.T.O. – warning U.S. about last sentence in particular:  as above  i.e. warning them tht. if it passes in this form our understandg. of its meang. as already given to them will have to be put on record for imformn of our other Allies.
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1.
Foreign Affairs.

[Enter M.R.

H.
a) Berlin. Kroll’s approach is being repudiated by Fed. Govt.  But he may have known tht.  A. wd. not mind much.  Wait now for W’ton.


b) Congo.  T. has declined to go to see Adoula at Leopoldville – fears for his life.  A. won’t meet him outside Congo.  Deadlock.  Thought of conciliator being mooted – Spaak – doubtful.  M’while another resoln in U.N. – Afr-Asians favouring forcing Adoula’s policies on T.
Can’t support their extreme resoln:  cd. hardly veto:  seeking a more moderate alternative.  India/Ceylon have a draft which is not too bad but wd. envisage more force for U.N.  Party unhappy over that.
Will report further on Thursday.

Hail.
If T. is overborne by U.N., it will ruin chances of multi-racialism in neighbouring countries.  Wd be intolerable to H/L.

I.M.
Danger of Adoula losing out to Kisenga.  Not surprised he won’t meet T. outside Leopoldville.  Cd they meet in Embassy there?

H.
Doubt if T. wd. feel safe even in an Embassy in Leopoldville.  But we can try that.

             x|
Welensky agrees tht. Katanga has no future as independent & best chance is for T. to join with A. so as to put K. into clear minority.


U.N. asking us for bombs to use in Canberras supplied by India.
Difficult to refuse.  Cd we grant on condn they don’t use (?).

Hail.
Cdn’t defend that.

D.S.
Diff. to refuse request from U.N.

P.M.
Let them get the bombs from India, whence they got Canberras?


Dilemma.  Remember origins – we feared R. wd. move in, and supported U.N. to prevent that.  We welcomed a force.
Are we now to say it’s bn. badly handled:  parties muse be left to come to terms:  can’t allow U.N. to conquer the rebels:  U.N. shd. therefore w’draw.  This wd. pave way for K. & communists to gain power, & create great C. controlled state in centre of Africa.
We shd. remind Party tht. this is our objective.  Welensky’s view X. is realistic.  He thinks this is T’s last chance of getting federal system.


Some argue tht., if no agreement w’out U.N. pressure, the pressure wd. be justified to bring off the meeting.  There is no future in Katanga independence.

D.S.
If fear of assassination is T’s only fear, that cd. be overcome.

H.
He also distrusts Adoula generally - & is open to influence of those who don’t want union.


Best hope is to get Sec. Genl. to suggest Embassy, rivér, conciliator – in hope tht. one may be acceptable.

H.W.
Cd R.W. explain his view to Party?

H.
He has done.

H.
True Br. interest (because our investments mainly in A’s part) is to strengthen A. to force T. to come in.  But v. dangerous to allow U.N. to use force.  U.S. wd. be disposed to favour a more extreme resoln.
Suggest small mtg. of Ministers when text of resoln is available.

P.T.
Can we act diplomatically with T. (instead of thru’ U.N.) – jointly with R.W., U.S. & Belgians – warning him not to use aircraft, or he will provoke forceful U.N. action.

H.
Have tried this – no success.  T. is surrounded by Belgian millionaires who tell him not to pay any attention.

P.T.
Offer Br. or U.S. bodyguard.  

S.Ll.
A. wd. regard that as breach of sovereignty.

H.W.
As agents of U.N?

S.Ll.
They can’t use a Gt. Power – R. wd. insist on participn.  Alternative:  get U.S. to declare with us tht. financial support will cease if T. suffers any hurt.

P.M.
For our immedte diffies wd. suit us if nothing happened on a resolution.
But long-term this wd. mean tht. A. & D. lose out to K. - & then our main objective is lost.

R.A.B.
Don’t give bombs to U.N.  Party wd. not stomach that.

H.W.
Will seek technical excuse to delay this.


3.
Nuclear Tests.

P.M.
Mr.K. has made statement on Nov. 1. – criteria same as mine, but added his last sentence.  When he considers prepns, finds both his sites are in Trust territories – we wd. give U.N. locus standi to object.  He therefore asked me is he cd. use Xmas Island.  M’while we have had to ask for underground test (Skybolt) in his facilities:  and he has agreed.


Public pressures – in U.S. for resumption:  in U.K. against it.


Xmas is under care/m’tenance at £1/2m a year:  300 R.A.F. personnel and 60 natives.  4-6 mos. to re-activate.


U.S. experts; picture of tests likely – alarming – 24 explosions totalling 10 megatons.  Can’t tell yet wtr. Mr.K. wd. think this sort of thing to be “necessary.”


Prepns on Xmas cd. not be covert.  Diff. to p’pone until main decision taken.  Pressures wd. build up, however, when we start.
V. awkward.


Tel. conversation with Mr.K.

H.W.
Saw Brown, who is willing to accept tighter criteria than A.E.C.
We shd. need 10 days or so to sort that out.

H.B.
Support 7(a).

R.A.B.
Why can’t they use their own territory – or ships. 

I.M.
Agree.

H.W.
Clear advantage to us of joint testing.

Hail.
Out object in reducg. U.S. tests to minimum is best achieved by putting U.K./U.S. rules of necessity.  Join in therefore for this purpose.

H.
Presentation.  R. tests may have put them ahead.  We may need more tests.  Prepare for necessity in case it arises.

R.A.B.
Don’t believe West shd. resume testing at all. Disliked P.M.’s statement.  Prefer U.S. to do it alone.

D.E.
If U.S. have enough already, hard to convince our public tht. they need any more tests.

P.M.
Mr.K. as friendly but more negotiable – clearer mind & stronger character.  E. was much more under influence of advisers. 
V. satisfactory.  But I don’t want any misunderstanding with him.


Not happy about going for scientific criteria.  We may be pushed too far on that line.


Don’t want to go along and then draw back.


What of message on lines of para 6 of brief.  i) to iii)  But stress iv) including [].  Tho’ I wd. regard it as a terrible blow to Anglo-U.S. relations.  Add (v), (vi) and (vii).  Cd have preliminary discn betwn. experts to define more precisely what is proposed.  Then aim at main decision when we both meet - & no overt preparations at Xmas I. until then.

Hail.
Channels to U.S.  Don’t upset A.E.A./A.E.C. channel.

H.W.
Our r.&d. generally is increasingly dependent on U.S. co-operation.

P.M.
Will prepare draft, for further consideration.






[Enter P.M.G.


4.
Post Office Giro System.

P.M.G.
Explained proposal.

R.A.B.
On balance favoured publn to test public opinion.
But surprised at strength of Bank’s re-action.

I.M.
Why madden the Banks before we know what we intend.

M.
I am opposed to everything.

H.B.
Banks opening 10-3pm are not much use to workers.
Ty. believe it wd. be advantageous to the economy.

P.T.
View of B/E.?

P.M.G.
Ambivalent.

P.M.
Banks shd. be taken seriously:  we cdn’t run country’s economy without them:  instruments of financial policy.




Defer – later discussion.

[Exit P.M.G.


5.
Commercial Policy:  Poland.

F.E.
As in memo.

C.S.
Bacon market is likely to fall in early ’62.  Recent rise is from a v. low level.  Supply too great.  Shall  have to try vol. control by importers to put sense into market.  Extra quota to Poland will destroy chance of persuading others esp. Denmark, to apply voluntary control.  Danish herd is rising & they are trying to restrain it.


Longer term.  para. 6 of memo.  We can’t find anything to take from Poland except food – and lots of it bacon.


If we can’t control bacon market, pig subsidy will rise & I shall need a Suppl. Estimate.

P.T.
Amount is marginal to bacon market as a whole.
Importance of getting aircraft exports into Iron Curtain countries.

H.B.
Ty. interests conflict.  Even so, we wd. support B/T.  Balance lies that way.  “Must put export interests first”  (P.M. directive).

J.H.
But gt. need for vol. agreement on bacon market.

R.A.B.
Farmers will be upset, just at moment when they are growing more reasonable over C. Market.




Resume discussion next week.




Statistics to be produced.
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1.
Parliament.

[Enter M.R.

I.M.
Business for next week.

R.A.B.
Commonwealth Immigrants.  Labour pressure will not be sustained for they know that public opinion is not with them.  On the Irish aspect, I can quote Brookeboro’.  It is impossible to control the border.  I have obtained assurance tht. Eire will raise comparable points to our own.

M.R.
Uneasiness in H/C.  Desire tht. there shd. be some supervision of Irish Labour e.g. by requirement to show insurance card & prove he is in work.

R.A.B.
This comes fr. N.I.  But i) it wd. require legn here  ii) we cdn’t deport a man because he has no work.

Hail.
But it can be brought out tht. new power of deportn in Bill will be applied to Irish.

D.S.
We have not had proper C’wealth consultn on this.  No time was allowed.
It was read into R.A.B.’s speech at Brighton tht. final decisions had bn. taken.  Some C’wealth Govts. are v. sore about it.  Don’t let us pretend we consulted them properly.

P.M.
We delayed for 4 years because we disliked it.


2.
Congo.

H.
Growing chaos.  Adoula fears his Govt. may break up.  Kisenga is drifting away:  T. has not bn. brght. to confer.  Needs strong resoln.


In N.Yk Ceylon/Liberia resoln condemning Katanga & ordering Sec. Genl. to deport mercenaries.  U.S. agree this is unacceptable.  Producg. resoln not much better qua encouraging U.N. forces to further action.
We are trying to moderate that in dirn of U.N. conciliation.
Alternatively, we cd. urge that course in speech & abstain on vote.
Adoula wd think this lets him down.
Another line wd. be to urge no resoln until Sec. Genl. has had time to consider & recommend.


Wd be v. strong Party feeling if we supported resoln urging stronger U.N. action.


Best course is to improve U.S. resoln and vote for it.


Fear the Congo will be chaotic for years to come.

Hail.
Cd Adoula be persuaded to attack Kisenga:  & so put himself in better position to draw closer to Tshombe.


3.
Nuclear Tests.

P.M.
Circulated draft message to M.K.
This commits us to i) small secret recce  ii) mtg. of experts to define what is nature & purpose of tests, so that President and I cd. take a political judgement.


Have tried to introduce ques. of world opinion & U.S./U.K. moral position.


Supplementary message to Ambassador re meaning of reference to formal agreement.  Finance, command, information.  To avoid trouble we had had over Polaris.

H.W.
Agree we shd. smoke out what they intend.

D.S.
Support.

R.A.B.
Shd we hint tht. we might look elsewhere?  Marshalls.

P.M.
They wd. need either to get into Trust trouble with U.N. or to incur vast expense in doing it wholly at sea.


Believe Mr.K. is under gt. pol. pressure:  doesn’t himself want to test:  courageously said not for pol. or propaganda reasons:  but added, to reduce pressure, will make prepns in case we are compelled to do so.
Then finds he can’t prepare w’in own jurisdiction.

I.M.
Pressure of world opinion over a period of months – wd. be intolerable.

P.M.
We shd. have to stand on Mr.K.’s final sentence.

P.T.
Will be diff. to satisfy public opinion why particular test falls w’in the definition.

P.M.
Not if it’s true tht. it always leaks in U.S. tech. press.




Message approved.


4.
Kenya.


Note not taken.


5.
Malaya.  Greater Malaysia.

[Exit R.A.B.

D.S.
Understanding reached btwn. Malaya & Singapore, but it’s dependent on incln of Borneo territories.


Problems
a) to secure continued use of our base in Singapore for
S.E.A.T.O purposes




b) to secure consent of Borneo peoples to a merger

We shall see more clearly when we have heard Tunku’s plans.

H.W.
Agree:  no concessions from us until we know what they propose.
Singapore is of no value unless we can use it.
Don’t mention Labnan – it’s not an alternative to Singapore.

D.S.
Presentation for Tunku:  for S.E.A.T.O. is really protection for Malaya tho’ he has separated the two.


He wd. like S. to be termed a C’wealth base – no harm in that.


6.
Airport Strike.

P.T.
Claim is for 21/2 p.hour:  total cost only £100 a wk.  B.O.A.C. men are getting it.  Device of up-grading some of the staff.  May bring them back.
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1.
Coal.


[Enter R.W., M.R.

P.M.
Long-term:  re-organisation of industry.

R.W.
Suggest I shd. first discuss with Rubens & then take guidance from E.P.C. or ad hoc Cttee.

H.B.
Under aegis of E.P.C. – prs. a Sub-Cttee:  after Ty. has worked with M/Power on the report of accountants.

P.M.
Let me have proposals on method of handling this.


Short-term:  price increases.

R.W.
Issue now is betwn. selective increases and general increase.  Group of Ministers were divided on this ques. of principle.  If Cab. decide in favour of selective I have a modified schedule which N.C.B. cd. be persuaded to accept.

H.B.
History:  Cab. 2 yrs. ago rejected plan for higher prices in Scotl. & lower in Midlands:  E.P.C. in 1960 again rejected proposal for higher Sc. prices.
We now see prospect of v. grave financial deficiency for N.C.B.  They are ready to meet it, but believe differential price increases are an essential part of their armoury to deal with it.


Some Ministers wd., however, prefer to over-ride views of N.C.B. and go for genl. increase. I doubt if this wd. be in long-term interests of industry.  Each region protected by transport costs:  unremunerative to send coal to other regions: differential regional price will help to damp regional demand & encourage closure of high-cost pits.  A uniform increase will mean selling less coal from low-cost pots (because competition of oil) and more than we need of high-cost coal.

J.M.
See this argument.  But efforts to make Sc. industry more efficient & competitive will be frustrated by this.  More worried by this than by house-coal (wh. on Annex B. proposals wd. be tolerable).
Effect on steel can’t be assessed w’out discn with Colvilles.  Admit tht. effect on other industry wd. be more psychological than real.


This might precipitate demand for review of Scotland’s future as whole.


Colvilles will seek leave to import U.S. coal.

H.B.
Remedy for this is to press N.C.B. to temper wind to Sc. steel industry.

M.
Believe N.C.B. shd. continue policy of m’taining parity of pit-head price throughout country.  If it is to be broken, this plan is best that can be devised.

R.W.
Not true tht. pit-head prices have bn. uniform till now.  Coal-field adjustments have always bn. made to prevent coal from coming in from other regions.

F.E.
Now is time to abandon rigid principle.  Prices of delivered coal obscure the principle anyway.

I.M.
Support principle – mainly because I think we shd. not be harsh on Scotland.
If Cab. decn goes the other way, Sc. increase must be p’poned till May.

H.B.
Decn has not bn. taken on the principle in the past – only love for Scotland.


Subsidy to inefficient pits is not the way to help Scotland.  Less wasteful to subsidise the right kind of industry to move to Scotland when labour is available.


A general price increase wd. tend to keep less efficient pits going.

E.M.
Can’t deny Rubens what he needs – unless we have convincing reasons.
Support selection increases.

R.A.B.
So do I.  (no reason given).

P.M.
We directed steel industry to Scotland:  we shd. see tht. it gets its coal at reasonable rate.  Must get it from Scotland.  N.C.B. shd. make a special price for Colvilles.


Other industries?

J.M.
New ones mainly rely on electricity.

D.E.
N.C.B. charged to run industry w’out subsidy, at maximum output.
He is bound to follow selective prices, for this is his only means of exploiting the “closed” markets near the coal-fields.  If we don’t allow him to do this, he must be free to ask for subsidy or to see competn of oil win.  On economics the case made by H.B. is unanswerable.

Hail.
In present circs. surely we shd. follow the better economic course.
Let us help Scotland certainly, but in the right way.

S.Ll.
Support R.W.  This is step in right direction – it may lead to differentials in wage structure. 

I.M.
You will never achieve that.

J.H.
I now favour modified plan for selective increases.
But we shd. know a) will this slow down closing pits.




                     b) shall we let Colvilles import U.S. coal?

H.B.
a) No:  contrary.  b) Tell N.C.B. to make special deal for Colvilles.

S.Ll.
Timing?  

R.W.
Increases wd. have to be put to Industrial Consumers Council in early Dec.  I think they shd. go also to Domestic Council at same time.  I wd. hope to get house prices increased not until May.  Also (in reply to I.M.) I ought to make announcement on Wed. before my Borrowing Bill comes on for 2nd Rdg.

R.W.
N.C.B. will be sensitive to Colvilles because will fear request for U.S. imports.

P.T.
Impossible for Govt. to defend insistence on general price increase:
means requiring him to charge more for coal from efficient pits etc.

E.M.
In 5/10 yrs. balance will tilt strongly in favour of oil because pipelines.

P.M.
General feeling of Cab. in favour of Minister’s modified plan, subject to an assurance that some means will be found to temper the wind to [Colville’s] steel industry in Scotland.

R.W.
Easier if I refrained from insistg. on p’ponement of increase in “other large coal” in Sc. and N.W.  This wd. help me over Colville’s.




Agreed.


2.
Congo.

H.
Circulated draft U.N. resoln.  First para. mght. be read as encouraging U.N. forces to go in with Adoula to remove mercenaries from Katanga.

I’m nervous of this.

Hail.
Why shd. U.N. use force to remove T.’s political advisers?

H.
In resoln of 21/2 we deprecated presence of these advisers = tho’ force then limited to preservation of law & order.

Hail.
The moral posn of U.N. in Congo will be destroyed by this.

H.
U.N. case:  so long as 60/70 people using airplanes…

I.M.
Wd prefer to abstain on these 2 paras.

M.R.
Agree.  Might be better to abstain on whole resoln.

H.
We shd. then be alone, with French

H.
Vote for resoln:  abstain on these 2 paras.


This is supported by U.S. – with Liberia or U.A.R.

P.M.
If we abstained on whole resoln, we shd. be w’drawing fr. whole opern.
We have gt. interest in stability of Congo.  Cdn’t be right to dis-interest ourselves in its future.


Party opinion cd. be satisfied by abstaining on these 2 paras.

Ch.H.
Is there same objn to 2nd para?

H.
But it wd. involve bombing aircraft on the ground.

R.A.B.
Wd be almost as unpopular with Party.

Hail.
Wd discuss aerial warfare in support of central Govt. of Congo.

H.B.
More difficult to defend abstaining on 2nd para.

P.M.
Can argue tht. both paras. give too heavy a responsibility to Secretariat.
Believe better approach is by conciliatory methods.  We still prefer approach followed h’to.


3.
Nuclear Tests.

H.
R. have accepted our invitn to resume Geneva Conference.


4.
O.E.C.D.

S.Ll.
Turned out well.  Target not v. unrealistic.
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1.
Parliament.

[Enter  M.R.

I.M.
Business for next week.

P.M.
Coal (Borrowing Powers) Bill:  Wedy.  Will be diff. debate – both



on prices (Scotland) and also on wages.  R.W. will need help:



from I.M. and others:  prs. a Ty. Minister shd. speak.  Prs.



Fin. Secy.

D.E.
Illustrates urgency of producg. Wh. Paper on wages policy.  For



opinions are hardening on both sides.

S.Ll.
T.U.C. demand.  Propose to see them on Tuesday & press on with



machinery for planning.

P.M.
Believe this is temporary flash in T.U.C:  moderates will swing it



round after the next meeting.


2.
Berlin.

H.
Memo & Annex written before A.’s talks with Mr.K.


Concensus of opinion:  narrow issue of Berlin as subject for negotn.



No evce tht. R. will continue to allow Allied access & existing 



status of W. Berlin.  But if they wd. there may be basis for a 



deal – main diffies will be over relns betwn. W. Germany &



W. Berlin and nuclear weapons.

R.A.B.
Is it still our aim to secure re-unification?

H.
Must hold it out as ultimate prospect, in order to get W. Germans to



look at any interim settlement.  Even R. are ready to pay



lip-service to this.

M.
Can we envisage end of mil. occupn?

H.
Group haven’t faced this.  I wd. prefer to argue tht. our presence



rests on invitation of W. Berlin authies – not conquest.

Hail.
Unrealistic – i)
looks for improvement of access.




   ii)
unchanged source of Allied rights – i.e. conquest.


Much of memo. turns its back on realities.




   iii)
exclusion of E. German traffic from an international





      autobahn.

H.
Our time-table:  to get a Western posn before N.A.T.O. mtg.  Reason



to hope that R. will wait for that.

P.M.
Attitude of de Gaulle.  May be influenced by A.’s talk with Mr K.




Agreed:  persevere in attempt to negotiate.


3.
Malaya.

D.S.
Talks with Tunku successful.  Agreed to establish commission to 



ascertain wishes of peoples of Borneo territories.  Agreement 



on defence wh. secures our objectives – use of Singapore base.



Special advantage of incldg. words “S.E.A.”.


Agreed to make it clear in statements tht. i) we wd. not transfer this



base to others, e.g. S.E.A.T.O.  ii) we shd. be free, however, to



use it for S.E.A.T.O. purposes.  Tho’ Tunku may well say we



can’t.  Main point is tht. it is agreed we can use it for what we 



regard as protection for S.E.A.  Don’t make it more difficult



for him.

H.W.
Also they will discuss means of taking over our I.S. commitment.


4.
Europe:  Common Market.

E.H.
Brussels Mtg.  Statements of Six were reasonable fr. their angle:  did



not reject our proposals re C’wealth, tho’ they asked about



duration.


Our 2nd objective was to get negotiations going.  On this Fr. adopted



delaying tactics via procedure.  Compromise:  i) genl. review of



common tariff & C’wealth  ii) detailed negotiation on C’wealth



ques.  Y’day they competed i) and have started on ii) – with



manufacturers from Canada.


Geneva mtg:  E.F.T.A.  Reported on Six discussions.  Neutrals have



now decided to apply for association – at mtg. on 15/xii.  U.S.



posn on this, so far, is hostile.  Norway likely to apply in Jan.



for full membership.  Portugal want assocn on Gk. model, leadg.



to membership in 15/20 years.  Acceleration of tariff redns:



Agreed tht. 5 will move in March & the other 2 in Sept.


5.
Local Government:  Greater London.

Ch.H.
L.a.’s concerned accept that changes must be made.


Draft W. Paper accepts diagnosis of R. Commn and its



recommendations subject to




i)   larger boros:  33:  provisional & subject to consultns



ii)  educations:  a central area of 2 m. populn.


I.M.’s points.  No objn to (a).  Accept (b):  wd. involve a one year



p’ponement of next elections for L.C.C. & M’sex.

R.A.B.
Consider we shd. accept R.C. findings in principle.



But must realise it is a major pol. decision.  Oppn from Labour



in central Ldn. and from Tories in the fringe areas.


Education.  I wd. have preferred to settle against a Joint Board before                               

                      *
W. Paper is published. (para. 43).  Must also remember tht. this



central l.e.a. is bound to be Socialist.


Support 33 boro’ concept.




Subject to * I support this W. Paper.

D.E.
I wd. have preferred joint Bd. or direct election.  People elected to



Greater Ldn. council mght. not be interested in education.

I.M.
Despite repns made to me, I agree we shd. do this.



Wd have preferred to accept R.C. on boros., to avoid charge of



gerry-mandering.  But forced to admit force of Dpt.’s 



arguments to contrary.

D.S.
Add summary of powers wh. wd. be exercised by the various



authorities.

H.B.
Ready to accept education plan as in W. Paper – subject to one point



only.


Quoted from R.C. report on need for boros. to have some hand in



education.  Is it right to exclude e.g. Chelsea & Hampstead from



education of their children.  Want therefore to insert some 



promises of associating them in some way in this.

Hail.
The 2 m. plan weakens the case for the general scheme.


Wd prefer a two-tier plan for education – overall planning authy with



adminn by boros.

Ch.H.
This part of R.C. report was hotly criticised by educationists.



Of course, from l. govt. angle it wd. be preferable.


Joint board.  V. unpopular in l. govt.  Members become remote both



from electors and from boros. they represent.

H.B.
Strong appeal to publish & allow p. opinion to express itself.

K.
Adminn of justice.  Not sure it will be left untouched.



Some changes in P.S. Divns.  M’sex Sessions.  Re-organisation 

                    x/

of Ldn. Sessions.  Wd prefer to add a para. saying this will need



considn.




Agreed.

I.M.             y/
I wd. also want to draft a para. on my (a).




Agreed:   Ch.H., in consultn with I.M., K. & R.A.B. to





       draft para. covering x and y/.


6.
Wages Policy.

J.H.
Can I tell Party Cttee that it wd. be wrong to take power to fix



wages in natd indies.

P.M.
V. large change in character of natd industries.  Wd have to be



considered as a general ques.
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30th November, 1961.


1.
Sir W. Churchill.
[Enter  M.R.

P.M.
Message of congratulations from Cabinet.

I.M.
Will be welcomed if he comes to H/C.


2.
Cabinet Secretariat.

P.M.
Bishop’s departure to M/Ag.  Wish him well.


3.
Parliament.

I.M.
Business for next week.


4.
Congo.

H.
We abstained & dissociated ourselves fr. Afro-Asian resoln.



H/C. F.A. Cttee content with our action so far.  They fear tht.



Sec. Genl. may still go too far.  Y’day’s violence has put back



chances of A. & T. meeting.  Tho’ latter has said he’s willing



to have distinguished African to mediate.


5.
Germany:  Berlin.


(a)
Talks with General de Gaulle.

P.M.
Mtgs. of Heads of Govts. – bilateral, but no sign of multi-lateral.


Mr K. wants to negotiate.  We are nearing to negotiatg posn – tho’



Dr A.’s posn is too narrow.  de G. remains opposed:  for he



fears German resentment at “another Versailles” when G.



becomes a strong nation against, and he wants Fr. to have no



part in that:  content to leave Anglo-Saxons to the dirty work.



This puts us in diffy – as shown in my message.


K. is prob. willing to wait – for a bit.

H.
Schroder says no alternative to negotn.  Looks as tho’ G. can be brght.



along.  Essential ingredients & formula for D.D.R. & something



on frontier.  Believe G. in the end will accept those:  tho’ A.



dared says so now for fear of leaks.  N.A. Council will press for



negotns.  Ultimate ques. is wtr. we go on w’out French.  May



need a mtg. of W. Heads of Govts. to settle that ques.


Where de G. is wrong is tht. sitn on the ground in Berlin is 



dangerous.

P.M.
Will circulate records of mtg. with de G. – see and return.


Impressions of de Gaulle.


I mght. have bn. reluctant to press him on G. if that wd. have made



more diff. on C. Market.  But looks as tho’ he is as stiff on that



as on G.  This being so, we prob. risk little on C. Market by



pressing him on G. and isolating the French.


Au fond, de G. believed that Anglo-Saxons will avert war and he 



will be able to say nous sommes trahis but enjoy the benefits.


Choice for us now:  do we bring pressure from bottom up, or do



we have a mtg. of Heads of Govts.  H. and I will consider,



with Mr K.


 (b)
Economic Counter-Measures.

P.M.
Summd concln.  Take note.  Remember tht. we shd. not press our



objns so far as to weaken our influence on them over the negotns.

H.
Believe U.S. will accept a more sensible formula on embargo.  Will



report this later to Cab.


(c)
Military Planning.

H.W.
Summarised memo.  C. 195.


Command in Berlin.  We shall have to accept U.S. general.  He wd. be



under Norstadt.  Confusion is possible because of N.’s double



role (para. 11).


Recommendations (para. 15).

R.A.B.
Discussed in Def. Cttee y’day.



Doubt over ‘deploy’ in 15(d):  resolved after discn in Def. Cttee.


Does not involve commitment.

C.S.
Only 56 men?

H.W.
No:  (d) refers to whole garrison.

S.Ll.
Second half of (b)?

H.W.
It wd. give us time to intervene.


Memo. C. 187.  Took note with approval.


6.
Decimal Coinage.
[Enter  Macpherson.

P.M.
Let Mr Pallister speak!

S.Ll.
To our economic advantage to make this change – esp. if we cd.



synchronise with A. & N.Z.


Recommn:  declare readiness in principle & set up Commn to



ascertain method & cost.  Consultn with industry.  Time-table



& date.  Then final Govt. decn.  But admit tht. if we have 



announced decn of principle, diff. to draw back.  On other 



hand v. feeble to set up Commn w’out a decn of principle.

K.
Believe we may look silly.

R.A.B.
Favour enquiry – para. 22 of Officials’ report.

M.
Believe this meritable.  But don’t accept in principle.

P.T.
Support M.’s view.

Hail.
Don’t want to lose £.  Why not decimalise on basis of £.

P.M.
No decision in principle.


But set up Commn – saying we are now satisfied tht.



there wd. be sufft advantage in making this change



to warrant making a full-scale investign into its cost.




Agreed.


7.
Wages:  Firemen.

R.A.B.
By decn of 1959? we devolved responsibility for pay to council 

                    y/

of l.a.’s.  K. (then at H.O.?) said Min. intervention wd. no longer



be justifiable because of genl. grant.


I have however told them it cd. be breach of pause if they awarded



any increase before Feb. ……… [out of room].

Ch.H.
We can’t disengage & on basis we have no power.  We have tried 



that before & failed.  Moreover, we have some power under



general grant.


Shd we not say this is pre-pause commitment because promise to Ldn.



and M’sex.  If we don’t, we must allow Ldn. & M’sex. as 

                   x/

pre-pause commitment, but express disapproval of award



elsewhere by positive action under general grant.

J.H.
Not sure there is much of a pre-pause commitment.



But on balance I incline to x/.

P.T.
S.Ll. will be savagely attached for anything which can be interpreted



as breach of pause.

R.A.B.
Much concerned about y/.

P.M.
Cd say this is emergency national need which over-rides that.



Cd we appeal to them to settle (rest of country) for Jan. 1.

Ch.H.
Add:  we regard this a pre-pause package.

M.
If we don’t get this w’in our rules, we are sunk.

I.M.
Admit Ldn. & M’sex. as pre-pause.  No power to stop increases



elsewhere, but we will adjust genl. grant so as to ensure we



don’t make any Exch. contn towds. increases paid before 



Jan. or Feb.

P.M.
Appeal to them to date remainder from Jan. 1.  Make it plain tht. if



they choose a much earlier date, we shall indicate disapproval



& reserve our posn on genl. grant.

Ch.H.
If we can regard rest of country as truly consequential, we can regard



the whole thing as pre-pause package (?).  Unless we do, other



counties (Dec. or Jan.) will be regarded as breach of pause



policy.

R.A.B.
Formula – for a message to Joint Council.

S.Ll.
If it has to be a  single settlement, we cd. defend a package over



whole country, so long as not retrospective.




After further discussion agreed tht. Secretariat shd. 





prepare draft formula for considn.

J.H.
Send separate message to employers’ side tht. they shd. not



encourage arbitration.




Agreed.






[Enter  J.A., P.M.G.


8.
Blue Streak.

P.T.
If we drop this, we cdn’t come back into rocketry.  Case for going on



is not scientific but mil., technological, communns.  Some hope



of succeeding in getting European consortium.  But U.S.



competitors try to detach members, by bribery of every kind – 



& are now concentratg. on Italy.  Believe tht, if we said we



were going on & were ready to carry Italian share, we might pull



if off & keep I. in.


I am still £4 m. w’in the Ty. authy of months ago – 26 m.  Mght. be



worth going to £33 m.  Keep Woomera out of this argument.


This decn wd. enable me to get Fr. & G. support to push this thro’.

H.
New German condns  a) no financial contn until convention signed.



b) no sign. until known who else will sign.

P.T.
I wd. advise rejection of a) & I believe G. wd. accept that.

H.B.
Cab. has not seen this since July ’60, when they gave authy tht. work



shd. go on until end of ’60.  We started at 17½ m., went to 26,



now asked for 33.  Other countries are hesitating to commit



themselves until picture is clear.  Why shd. we?  We are not



committed if Italy drops out.  We can’t afford to carry Italian



share.  Continuing with this will cut us out of other projects.



The valuable scientific elements will prob. be undertaken by



G. & others, not us.

Hail.
Commns = only potential commercial gain.  Then only if this 



launcher is used - & that seems doubtful.


Cdn’t accept continuance of this as ground for reducg. expenditure



on scientific projects.

H.W.
Why are U.S. trying so hard to get us out of this, unless they see



somethg. practical in it.  Motive surely must be to break our



communications near-monopoly.

D.S.
If we were startg. fr. scratch, we mght. not think this worthwhile.



Can it be right to throw away now all that we have staked.

S.Ll.
Ques. for decision to-day is smaller tactical ques. – what is best way



of getting consortium into life.

H.B.
Yes:  admit that.  My case is para. 13.

D.S.
Support P.T.  Italy more likely to come in if they think it is going



to come off.

P.T.
France won’t carry Ital. share.  If I wait, U.S. will increase their



efforts to buy them off.  If I say tht., if need be, we will carry



Ital. share, I can get Fr. & G. to come along - & I also believe



tht. gives best chance of getting I. in.  M’while, so long as we



wait, we spend £35.000 p. wk.(?) on carrying on alone.

P.M.
Let P.T. have chance to make one more effort to




bring them in on basis wh. he proposes.




Agreed.
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5th December, 1961.


1.
Congo.


[Enter  M.R.

H.
If Ques. re O’Brien:  shall reply tht. his emplt. is matter for U.N.



& Irish Govt.  Policy of H.M.G. has bn. expld in Parlt.



Shan’t disclose opinions we have expd privately.  Genl.



concensus tht. he shd. go


Bombs for U.N. Canberras.  Bunche is pressing for them.  If



we decline, we shall be said to be favouring Katanga.



But if air-war starts, Ts. & Kisengar will get planes



from R. or elsewhere.  Indians unwilling to supply for same



reasons as ours.

P.M.
Cd we get common line, publicly, with India.  Try & concert that, 



in Delhi.

D.S.
Are we sure India has bn. asked & declined?

H.
Believe informally in N. Yk.  May not have got to Nehru.  Awkward



if he didn’t agree with our view.  Wiser to take unilateral view



tht. this wd. risk extension of fighting.  But will explore with 



P.D. and G. Booth possibility of a common line.







[Enter  Perth.


2.
United Nations.


a)
Debates & Resolutions.

H.
Wish to draw Cab.’s attention to this problem.  But see no scope for



any rule.  Must look at each case on merits.  Honest policy



doesn’t pay us in short run:  hope it may in long run when we



come to resoln re own dependencies.

T.
Agree.  We must not complicate our own Colonial posn.

S.Ll.
Non-participn, on Fr. model, can sometimes be useful.  Less



offensive than abstaining in some circs.

H.
My advice, thro’ Ambassadors, is tht. Fr. conduct in U.N., has



worsened their posn in the world as cpd. with ours.


We do make our views plain – in Assembly & Cttee.  More awkward



problem is executive resolns in Sec. Council.

Hail.
Unless we vote against in Sec. Council we can’t say tht. resoln carried



has no validity.  It has & in law we ought to comply with it.



I wd. favour voting against sometimes – even tho’ it = Veto.


Pity we can’t carry old C’wealth with us in these matters in Assembly.

D.E.
Diffy of our posn not understood here.  Need for publicity.

H.
Shall do this in a speech before Xmas.

D.S.
Also lr. to [some] ‘wealth P.M.’s explaining our diffies.



Prs. to all, not some, in diff. terms.

P.M.
At end session, do x/.




Also promote turn-over article in Times or D.T.




Consider more formal exposition e.g. in Wh. Paper.


These steps shd. be concerted by H. – soon after Xmas.


b)
Chinese Representation.

H.
Two-stage U.S. plan.  How do we vote on first?  It is an important

                    a.

ques. and we can vote for that.  Next a R. resoln in favour of

                    b.

Peking being seated:  we shall vote for that, tho’ deprecating



language.  Tho’ if U.S. get blocking ⅓rd against it, we shall



in effect have moratorium.  Shd we therefore propose something

                    c.

more constructive – e.g. study group to consider means of 



resolving this ques.  a. & b. seem clear to me:  doubtful about c.

S.Ll.
Is it right to vote for b. before provision is made for Formula?

Hail.
Can we support whole of R. resoln (Annex)?  Offensive & untrue.

D.S.
Simple resoln of our own – seating Peking & providing seat for F.

H.
We shd be chucked out of Peking if we recommended seating of F.


Can’t amend R. resoln, or have clause by clause vote, unless R. agree.


All we can do is to dissociate ourselves, in speech, from 1st 3 paras.

P.M.
1.   Vote for a.


2)   Vote for R. resoln:  but, in lieu of references to



Formosa (para. 9), make it plain that third para.



is offensive to U.N. [& untrue because even if 



wrong its not unlawful].

H.
If R. resoln carried, Formosa wd. be out & never wd. be admitted



because of R. & Ch. veto.  Advantage of c. is tht. it wd. keep



Formosa issue alive.

S.Ll.
There wd. be wide support for a resoln c.

H.               x
It wd. be useful only if U.S. succeed in blocking b.



We asked U.S. to get someone to propose c.  They have failed.

                   x
If R. resoln were carried, c. would fall.



Agreed: 
as proposed by P.M. above.




        [Put fwd. c. only if R. resoln is not carried.]





Put c. on order paper – if poss. in a form wh.





enables it to run wtr. R. resoln is carried or not.


3.
Tariff Policy.   G.A.T.T.
F.E.
1st day – tariff ques. 2nd underdeveloped  3rd agriculture.

                       *
Agric:  remitted to study groups some Fr. proposals.



2nd:  we had done well, cdn’t do more until others matched us.


G.A.T.T. is changing.  New countries.  Emphasis on agric. problems



& markets for products fr. underdeveloped.

E.H.
* may be used by Fr. to delay us on C. Market.

F.E.
I warned v. that & had some support.


4.
Firemens’ Wages.

R.A.B.
Council will meet again on 8/12 to discuss operative date.


When they take a decision, Govt. attitude can be made publicly clear.


Doubt if men will accept 8/12 date.

H.B.
Shd we advice employers to stand out for ½ or 1/1, knowing men won’t



accept.  Or shd. we acquiesce in 8/12, if that’s best they can do.



Logically 2nd course is not unreasonable.  But may not seem


tough enough.  Employers are convinced tht. gap between



13 July & 8 Dec. is long enough to m’tain gap betwn. pay in



difft areas for same work.  They will try for N. Year date if told



to do so, but their heart won’t be in it.  At arbitration Oct. 1.



mght. well be fixed.

R.A.B.
Cdn’t use genl. grant in these circs.

J.H.
Logically 8/12 is reasonable.  But from angle of pause Jan. 1. would



be better.  Fits with Wages Council awards when there was 



pre-pause commitment.  If we connived at 8/12 and it failed,



we shd. be heavily criticised.

R.A.B.
No chance of getting Jan. 1. accepted.

H.B.
I agree.

S.Ll.
8/12 at least avoids retrospectn.  Arbitn would not.

I.M.
Support J.H.  This wd. show Govt. determinn to hold pause for as long



as possible.

R.A.B.
For sake of 3 wks’ pay, we offend l.a.’s and enrage firemen.



Only condn on wh. I cd. agree to this wd. be to drop threat of



genl. grant altogether.

Ch.H.
Our only chance of defending this is as a pre-pause package.



If we can get that across, diffce betwn. 8/12 and 1/1 is not



important.

I.M.
Agree with Ch.H.

M.
But this is only excuse for a date as early as 1/1.

K.
Unwilling to abandon genl. grant threat.

H.B.
We were thinking of threatening it for concession of 31/10 date at



time when we favoured ½.  Not the same for a diffce of 3 wks:



8/12 as against 1/1.

P.T.
Either accept 8/12 & defend as pre-pause packet.


Or stick to 1/2 and use general grant threat.


On balance favour second course.

S.Ll.
If we want settlement, no objn to 8/12.


If we don’t because of rlwaymen etc., better stick to 1/2.

D.E.
If this is pre-pause package, cd. be differentiated fr. rlwaymen etc.,



which are all wholly new claims.


It is pari passé with teacher categories wh. are now being raised



consequentially.

P.M.
Alternatives:  Let them settle for 8/12 with pre-pause package justificn.


Tell them they must not take earlier date than 1/1:  


a.  re-affirming threat.


         b.  not re-affirming it.




Let these be stated in writing.




Final decision at Thursday’s Cabinet.




Or prs. P.M. mtg. Wedy evening.


5.
Commonwealth Immigrants.

R.A.B.
Party mtg. y’day p.m.  D.S. and Att.G. came with me.



Treston & Co. will continue to make trouble.  Believe we



mght. carry Bill.

M.R.
Might lose as many as 30 votes on some amendments.  But cd. keep



a bare majority.


Our plan for Irish must be more plainly stated – also our understandg.



with Eire to pass complementary legn.


Hope R.A.B. will make wide statement on Gaitskell’s amendment.

R.A.B.
Bad tactics.  Cd deal with W. Indian point only.  Thus avoid having 



bad division at outset.

M.R.
Shall have continuing trouble until we make our posn clear on Irish.

P.M.
Can do that on “Clause 1 stand part” – possibly make that public.

M.R.
Also put down to-night (& mention to-day) amendment re duration



of Bill.

R.A.B.
Plan for landing cards will not apply to traffic from N.I. – for 



necessary amendment of Bill wd. lose us support of N.I.



members and Govt.

I.M.
Balance of argument – in favour of earliest exposn of Govt.



attitude on Irish.

P.M.
Get it out as soon as poss.  In answer to Gaitskell’s



amendment if he gives the opening (by referring to



Irish):  if he doesn’t, on Clause 1 stand part.






[Exit  R.A.B., E.H.


6.
Emigration to the Commonwealth.

D.S.
Expenditure limit.  I wd. leave it alone.  Changing it to £750.000 wd.



only invite amendment.  And wd. make it seem that we were



less interested.


Actual expenditure Australia:  want to raise this to £300.000 p.a.



This wd. still be only 7½% of scheme.

H.B.
The £150.000 extra is a hand-out to Austr.  It makes no increase



in nos. emigrating.  This contrasts pretty meanly with the



economies which other Dpts. are making.

D.S.
We shd. gain good-will in Australia, which we need at present.

H.
Compare this with hardships forced on F. Service.

D.S.
I won’t press at present for the money – reserve my right to raise



it later.

J.H.
I’m not sure about renewal of the Act.  In economic terms it’s



no longer justified.

H.B.
No:  posn has changed radically since 1920’s.

D.S.
But the powers shd. surely be renewed – for traditional period



of five years.




Agreed:  renew, as matter of routine.







[Exit  H.


7.
Education:  C.A.T.’s.

D.E.
Ministers agreed tht. case for transfer is genl. grant was so urgent tht.



we shd. not wait for Robbin’s Cttee.  I have negotiated with 



l.a. for 1st Jany.  Fatal to p’pone it now.

H.B.
Figures supplied were incomplete.  £3 m. was given:  assumed transfer



to Exch. wd. be £1½ m.  Now appears tht. £8½ m. is at stake, and



half of that is difft matter in view of S.Ll.’s pledge of not more 



than 2½% rise.  This means an automatic addn of £3 m. or so –



which will increase our diffy in honouring the pledge.

D.E.
We are not choosing a date for the first time.


On the figures:  rates share of C.A.T.’s is included:  we can’t recover



it until later.

H.B.
Decn can be re-considered when figures on which it was taken are 



found to be wrong.

P.M.
Decision cd. be p’poned until we see general picture



of next year’s expenditure.  Next week.

D.E.
M’while I must continue negotiations.


8.
Agriculture:  Meat Research.

Hail.
As in memo.


I accept Ty. view:  and so did J.H. and J.M.  But A.R.C. and C.S. are



opposed.  Vital work held up because we can’t agree.  Public



scandal.

H.B.
We were near agreemt. in June.  H.A. Cttee cd. have settled it, if C.S.



had bn. ready to agree.  Ty. ready to compromise by finding 



whole of capital cost if running costs were aided by levy from



trade.  Genl. principle of Govt. research tht. industry shd. make 



a contn:  who shd. this be exempt?

C.S.
All research so far is paid for – at Govt. stations.  Ty. say tht. as we



are now to do more, trade shd. contribute.


Contns by industry to D.S.I.R. research is mostly for development.



This is for fundamental research.


How explain to industry – for meat alone?


How can we apportion so small a sum?  About ½ p. sheep slaughtered.



Trouble isn’t worth risking for these sums.

F.E.
Our research levies are practicable only because firms are willing.

J.M.
When I agreed with Ty. it was thght. to be practicable.  Adminve


diffies are now seen to be more difficult.

J.H.
Cdn’t we raise the money thro’ Fatstock Guarantee scheme.

P.M.
This contribn shd. be made if it is practicable to

 

collect it.  Must ascertain that before any



announcement of capital grant is made.



K. to consider & report wtr. any is practicable.
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l.
Parliament.
[Enter  Renton, M.R.

I.M.
Business for next week.


C’wealth Immigration.  Shall need guillotine:  motion on final 



Tuesday – to be announced next Thursday.  One more day



(Tues. next) on Bill before the motion.  Will give time for H/C.



to settle down, over Xmas, on this ques.


Xmas Recess:  21st Dec. to 23rd Jan. (Tues.) to be announced to-day.


Before Xmas two genl. debates – one on f. affairs (mainly Congo)



and one on genl. economic policy (pay-pause etc.).


2.


CLOSED UNDER THE

FREEDOM OF INFORMATION

ACT 2000

3.
Firemen’s Wages.
[Enter  R.W., P.M.G.

P.M.
Alternative drafts prepared.

S.Ll.
Favour 1st Jan. – in order to help with resistance of other claims. 



Prefer alternative III.

P.M.
R.A.B. ready to leave it to Cab. but, if Jan. 1. is to be the date, he wd.



prefer alternative II.




Discussion – agreed we can’t support date of 8/12.


On choice of 1962 dates – no argument for ½: (J.H.)
I.M.
I see advantage in ½.  Press are watching this:  we have a weapon



here (grant):  we must use it:  will seem silly to use it for mere



difference betwn. 8/12 and 1/1.

P.M.
Public won’t have date of 8/12.  If Council can’t settle for that, will



they disclose it.

H.W.
Argument for 1/1 is tht. pre-pause element is here & we have a 



precedent in W. Council decisions.

E.M.
This increase is 20/.  Bad effect on rlway claim.

D.E.
Genl. grant argument quickly becomes political issue – as shown by



attempt to prevent l.a.’s from hiring people for school meals.

H.B.
Unavoidable.  If we don’t use genl. grant, employers will go back



to 31/10.

S.Ll.
On precedents only 2 dates – 1st Jan. or 2nd April.



Agreed
1)   Alternative III, as amended, to be handed to 





             leader of l.a. repves on Joint Council.





2)   If Council settle on earlier date, this to be publd.





              If they settle on 1/1., effect of 1st para. to be





              made known in guidance to Press.  If no





              decision, no Govt. announcement.







[Exit  Renton.


4.
Wages Policy.

S.Ll.
Agreed generally tht. statement of genl. policy shd. be made & soon.

                 ii)
We cd. indicate amount available from increased production for



increases of incomes – not more than £500 m. and much already



predicated.  Therefore, next year must be one of moderate pause.



Figure wd. be about 3%.

                  i)
This wd. be alternative to guiding light method:  as in offl. report.

                  iii)  Just stick to the pause.  But don’t believe that wd. be practicable.


Timing:  must have early talks with 2 sides of industry.  Shd be



initiated before Xmas.  Let them reject guiding light, if it has to



be rejected.  If we can’t get agreed wages policy with industry,



say we mean to work twds. it – m’while my view of economy



is……………

F.E.
Accept need for early statement.



Guiding light – irrelevant to employers:  employed in negotn.



My preference:  reject “policy” on wages:  promise to disinflate



so tht. employers can’t increase wages.  Restrain demand:  



increase competn by lowering tariffs.  A few paras. on those lines.

M.
Real problem:  annual round of wage increases.



Opposed to g. light.  It wd. become minimum – even for rate.


Merit in S. Ll.’s (ii) – figures showing what we can & can’t afford.


Beeching y’day told us S.Ll. shd. say still need for restraint & we

                   y/

must concentrate mainly on cases of injustice.


Statement of 25/7 foreshadowed statement early in N. Year reportg.



results of production.

I.M.
Employers outbidding competitors for labour – earnings therefore



exceed rate.


G. light wd. become minimum.  Every award above it wd. be a 



political defeat.


Policy related to y/ wd. be much easier to defend.

Hail.
Criticisms of draft W. Paper are conclusive.


But pause policy won’t last much longer.


Planning may be eventual answer.  What we want now is interim



statement to bridge that interval.



Hope he will say 2½% is as much as we can afford.  Sanction.



Cdn’t taxation be threatened in reln to wages as well as profits?



Why not?  Must have some teeth in a statement.

H.W.
No wage restraint is practicable unless accepted as fair.


Shd. Govt. not concentrate on stable prices - & then argue for no



wage increases.


Set up planning body & put genl. figures to it.


Must be scope to deal with injustice.


Can’t abandon comparability.


Prefer to say:  main Govt contn is stability in c/living.

D.E.
Turning point in econ. policy.  Monetary & fiscal measures are not



enough to control wages.  In 1960 we secured steady prices 



but largest rise in incomes!


Must find wages policy.  S.Ll. says can’t be based on sanctions &



controls.  Must therefore be a guide.  No chance of controlling



wages if Budg. & fiscal measures going in other directions.



If we rely on public support, can’t do another surtax operation.



If you have a guiding light & it’s ignored there’s obvious case



for financial methods of protecting £.


Insistent demand for answers to ques. – when is pause to end, what 



will policy be.


Favour early statement i) April 2:  end of Pause  ii) policy for 



remainder of 1962.  iii) invite industry to discuss longer-term



policy after end 1962.


“Minimum will be exceeded.”  Say tht. anything higher shd. be 

                    x/

related to period longer than 1 Year.


G. light for not more than 1 yr. at a time.

I.M.
What sanction behind x/.?

J.H.
Thghts. on offl. report are only basis for this in democratic system.


M’while, what holding operation?


Sure tht. g. light wd. be minimum.


Attracted by S.Ll.’s (ii).  But agree with Hail. there must be teeth:



Must indicate alternative – use of fiscal measures, even tho’



this does temporarily check growth.


Timing.  Can’t wait until January.  Announcemt. before Xmas.



But shd. not include i) in D.E.’s remarks.


Immedte consultns with industry – next week.

E.M.
G. light is wrong because affects only basic rate.  Earnings are what



matter.  Carpenters on H’smith earned 75% more than



roster.  They get scarcity wages.


We must therefore tolerate inflation or get more unemployment.


Only where there is unemploymt. (e.g. labourers at Helburn) do



earnings correspond to rate.


Support S.Ll.’s (ii).  Statement before Xmas. essential to hold posn.


Can’t get rid of comparability.  W’out it, can’t operate e.g. rlways.



because man-power will move out.


Pause has created injustices.  First need is to put those right.



Why not consult T.U.C. privately on that.  E.g. motormen:



take-home pay only £15.10.0 incldg. overtime – as cpd. with



over £20 for e.g. steel-fixers.

K.
Distinguish between short-term policy & long.  Pause temporary



expedient.  Promise given to proceed to policy of growth.  On



that must have consultn with 2 sides of industry.  Talk of



machinery for that:  but lack so far is knowledge of what it is 



to do.  Must have a policy – and a statement of it.


Impressed by offl.’s draft.  May be derided as exhortn.  But unless



this guidance is heeded, we shd. have to invoke fiscal sanctions.


Must have statement soon if we are to get opinion behind us.



How indicate what you want unless you give some guidance.

P.M.G.
Must try to make g. light work.  Early talks with industry.



Presentn.
i)  must assure T.U.’s on stable prices.





ii) must enlist support of p. opinion.

J.M.
Sympathy with E.M. on over-full emplt.  Need for selective fiscal



measures to shield areas where unemplt. is high.


Cdn’t we time announcemt. on this to co-incide with that of H.B.’s



economy measures.

Ch.H.
Holding statement before Xmas.  Offl. report contains much to



encourage restraint.  Diffies derive mainly fr. stating things in



%age terms.  Better therefore to go for S.Ll.’s (ii):  but adding



warning of determn to use fiscal measures to correct excesses.


Don’t despise exhortation.  Can’t be avoided in free society.

S.Ll.
Can’t say anythg. of substance before Xmas because can’t do that 



w’out consultn with T.U.’s.


5.
Railway Wages.

E.M.
B.T.C. waiting for Unions to ask for a date for mtg. to hear B.T.C.



reply.  They are not hurrying.  A.S.L.E.F. are not mtg. until



after Xmas.


Unions are seeking 10%.  Beeching says 10-11% on Guilleband.



But 6% wd. be reasonable.  And, but for pause, he wd. offer



6% from ¼.  Arbitn wd. cost more.


No need therefore for Govt. decision to-day.

[Exit  E.H.


4.
Wages Policy (resumed).

C.S.
S.Ll.’s (ii) is better presentn.  But has no more chance of success.



If it can’t succeed, we must disinflate – to get unemplt.  This



is turning point.  In Europe they have got across the idea tht. 



excessive wage increases are not in natl interest.  We must get



it understood here that alternative to self-discipline = 



unemployment.

R.W.
Agree with C.S. on Europe:  brght. out in offl. report.


We must do more to bring it home.  Method (ii).

D.E.
What disinflationary measures?

F.E.
Tight rein on home demand.

S.Ll.
If wages rise, c/living will rise:  what measures do you use then?

P.M.
How square this circle.  Over-full emplt:  v. high c/living:  currency



dependent on oversea trade.


First:

get new planning organn going.  Won’t bring that off if you




give impn tht. wage restraint is its main purpose.

I wd. start at other end.  Put its function as increasg. size of the cake.  Stress creative & constructive function.


Second:
Distribn of the cake.  Let that grow out of first.




Time isn’t quite ripe for a g. light.


Third:
On E.M.’s figures a lesson for us.  Dpts. are always trying




to add to demand for scarce labour.  We ought to be reducg.




it, esp. in areas where there are shortages.  This = result of




our own policies.


Fourth:
Can’t cure this by disinfln, even if we cd. disinflate.




Must go for growth.  Must create p. opinion v. excessive




money rewards regardless of economic cost.  Sweden has




done this.


Fifth:

All Govts. must do some stop & go.  Budget is governor




of economy.  Must use it.  B. surplus is disinflating weapon.
Sixth.
No firm end of pause.  Shade off.






    [Exit  R.W., P.M.G.


6.
Congo.

H.
Irish, Malays, Swedes in real danger in K.  Only way in which they



can be helped, is by air operations – to keep communications



open.  Can we give them limited no. of bombs – use restricted



to opns to safeguard lives of U.N. troops.





Meeting Thursday 10.15 p.m. 
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(10.15 p.m.)


Congo.


(a)
Bombs.

H.
Uncertain whether India have any.  They expect us to give them:



Indian troops at risk.  Propose to supply:  on condition used 



only for protection of U.N. troops in danger and raking out



a runway used for attack on them.

K.
C.R.O. support.  Indian feeling is very strong.  G.B. no reason to



believe Indians have any bombs.

H.W.
Believe they have.  But don’t dissent from H.’s view.

H.
Will get specific assurance from Bunche re use of bombs.


(b)
Policy in Katanga.

H.
U Thant says this is only local action to protect U.N. troops and keep



communications open.  More difficult than they think.  But U.T.



pledged to P.D. that it won’t develop into attack on K. as such



and that he wishes T. remain P.M. there because sees no-one



else who could do it.


His object:  re-integrate Congo by conciliation.


He won’t seek out mercenaries in hiding.


If this action is so limited, we could not fail to assist it:  can’t allow



U.N. troops to be massacred and must keep l/c. open.


Spaak thought we should do more to get A. and T. together.  Their



statements over months show very little difference between 



them.  Both favour confederal solution:  each ready for pooling



of money.  K. willing contribute.  S. suggests we and U.S. go to



A. and invite him negotiate for a solution on this basis.  Worth



trying.  Will suggest to Rusk in Paris.

P.M.
(1)  On content little between them.  (2)  But they may dislike one 



another.  If so they won’t agree.  (3)  Location of meeting.



U.S. as paymasters could force A. to negotiate.

R.A.B.
Bombs – seems inevitable.  But must not go contrary to L.P.S.



statement that we won’t support U.N. in co-ercing Katanga.

Ch.H.
As soon as news leaks re bombs, we must be able to publish



assurances given by U.N.

P.M.
U.N. are beginning to see problems of Colonialism.

S.Ll.
Will support if H. think it right, but goes against the grain.

P.M.
F.O. and M/D. to work out number and character of



bombs and assurances required as to their use.


Policy - resumed.

H.
Renewed efforts to get A. and T. together, perhaps with a third person.



Possibly courier as go between until they are close enough to



warrant meeting (e.g. with Bunche) to clinch it.

L.
A.’s pride could surely be over-ruled if U.N. people on spot were 



tough enough with him.  Fear U.N. officials may be even 



encouraging him.

H.
U.S. might give them a push.

C.C. 70(61).




11th December, 1961.






[Enter  M.R., J.A.,


Congo.



   Devonshire.

P.M.
Cabinet’s decision of Thursday p.m. – communicated to U.N. 



Secretariat that night.

E.H.
U.N. thght. 8-9 days requd to take delivery of bombs – wh. are 



nr. N.hampton.  Bunche had prev. said use wd. be restricted to 



aircraft & airports.  H. asked for this assurance in writing.  They



then said (Fri.) they had in mind to use for wider purposes.  We



said we cdn’t supply for those purposes.  They then accepted



our request for narrow assurances.  They promised to give



instns accordingly to U.N. Commanders.



Sunday:  concerned at statement attribd to Linner [Tel. 276 from



Stockholm].  Asked Sec. Genl. to repudiate this.  He issued



statement (N.Yk. Tel. 2443) which recites U.N. policy but w’out



repudiating statements by his subordinates.  Second part of



para. 4. seems to disclose intention to gain control of Katanga as



a whole.  U. Thant in final sentences pf para. 4 seems to invite 



someone to mediate between Tshombe and U.N.

P.M.
Bomb ques. has brought to a head the difficulty we are in about the



policy of U.N. generally.  Local U.N. people are inclining twds.



a tougher line than S. Genl.

E.H.
H.’s believed Thurs. decn was right at the time:  but diff. now to avoid



doubts about diffces in attitude betwn. us & U.N.  We are inclined



think.
J.A.
Targets:  a few light aircraft dispersed.  These bombs wd. not be 



effective save v. heavy concentn of aircraft.  Nor useful v.



kind of runway in Katanga.  These weapons are not suitable for



the purposes to wh. our conditions restrict them.

R.M.
My impressions gained in Salisbury confirm this.  High feeling.



If U.N. get these bombs, fear they will be used for other 



purposes.

P.M.
If we go back on our decn, we shd. have to re-open policy ques.



in Sec. Council & mght. have to w’draw our support for U.N. 



operation.

K.
In Nigeria & Ghana there is already feeling we have not supported



U.N.  U.S. are under-writing U. Thant.  Welensky’s statement



is violently anti-American.  If we appear to change our decision,



we shall be accused of dithering under pressure from 



Katanga lobby.

S.Ll.
Can we work for Anglo-U.S. offer of mediation?

E.H.
U. Thant has suggested Dunnett (Consul in Elizabethville) as 



mediator.  He is ascertaining from his commanders their



minimum terms for cease-fire.  And wd. then be ready to



empower D. to act.  Diff. to associate U.S. Consul with him



because not on terms with Ts.


Wd prefer heavy outside figure.

S.Ll.
E.g. an ex-President of U.N. – like Pearson.

J.H.
Case for U. Thant going himself.

P.T.
Confused accounts fr. K. – deferring despatch of bombs.  Safer than



suggesting we have doubts re U.N. policy as a whole.

H.B.
Linner’s statement is a new fact, which enables us to say we can’t



send bombs until sitn cleared up.

I.M.
If L.P.S. can say bombs have not left & wdn’t in any event go for



several days, there will be no adjournment debate to-day.


For Thursday’s debate.  We can’t reverse decn on bombs because



of techn. grds. which we shd. have bn. aware of then.  Defend



decn on basis of assurances we asked for – grave decn to refuse



help to protect our C’wealth men etc., in U.N. forces.  But



doubts have arisen since because statements made by 



Linner etc.

J.A.
Cd we rely on report tht. airfields are now clear.  (N. Yk. 2401.)

P.M.
W’ton 3348.  Rusk’s statement of U.N. objectives.  Acceptable to us.



We cd. say we stand on that.

R.A.B.
Stick to E.H.’s statement of Mon. last – on political objectives.

K.
If we are satisfied tht. U.N. in Katanga are in line with U.N. in 



N. Yk. the bombs shd. be delivered.

P.M.
To be used for purposes we stipulated if condns for that use shd. recur.

E.H.
After spkg. to H. in N. Yk.  Rusk’s view:  U.N. Forces shd. take 



purely defensive role.  Pearson as conciliator.  Suggd we say tht.



until sitn clarified (i) U.T.’s statement  ii) on ground) bombs



won’t go.  Agreed tht. we cd. say they cdn’t go before end/week:



m’while must get sitn clarified by debate in S. Council.

P.M.
Say:  decn stands:  but must be satisfied tht. assumptns (N. Yk.)



& condns (Katanga) are fulfilled.
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1.
Foreign Affairs.

[Enter M.R.

a) Portugal, Goa.

P.M.
Note from Embassy, referring to 1899 agreement, & askg. how H.M.G. can make available joint means of defending Goa v. aggression by India.

E.H.
We are pledged by that to help in defendg. P.’s colonies.
In ’54 when similar appeal made we said we cdn’t. engage in war v. a C’wealth
              a.

country. Presumably we stand on that, qua force.  But 

              b.

reprns to Delhi, assuming India wd. not use force – supplemented by P.M. message to Nehru.  Also advice P. to raise it in Sc. Council (if they feel they really are threatened)

              c.

U.S. have warned India.
              d.

Overflying rights for P. to re-enforce Goa.  Minimum:  Mauritius.
Tho’ they have asked for Gau:  wh. we have never conceded to anyone – even U.S.




Agreed:  as at a.

P.M.
? Tell N. we have bn. approached by T:  we have replied as at a., adding tht. we think it inconceivable tht. N. with his pacific reputn shd. make armed attack on Goa.  Make this a public reply – or at least let it be known.


To Portugal:  inform as at a.  On d:  we can’t do that if we have taken public line as at a.  Tho’ ? offer facilities if movement can be normal.  Too dangerous perhaps.




Agreed:  must reject d., as incompatible with efforts to check Indian action.  Also Hindus in M’Tius.


On b. avoid personal message to Nehru – offl. thro’ G. Booth.




Tell Portuguese d. wd. make Nehru more likely to reject b.

b) U.N.  Chinese Representation.

P.M.
Since Cab. last discn, seems there will be para. by para. vote on R. resoln.
We can vote on 3rd para.:  against – and can take that chance to explain our posn on Formosa.  Then vote for resoln as a whole.


Para. vote makes a new situation.


2.
Common Market.

E.H.
Brussels mtg. Friday.  V. businesslike.  Review of offl’s. work.
Two decns on procedure.  Agreed no need to argue more on principles better to have details examined.  i) This was applied to manufactured goods fr. C’wealth countries (under 2% of imports into U.K.) Canada mainly affected.  ii) Rest of C’wealth produce.  We suggested A.O.T. treatment for all.  Six didn’t want that applied to India.  Agreed we shd. examine countries separately in detail.



Chairman:  to rotate, every 3 months – incldg. U.K.  Diff. for us, but we accepted in principle – no pre-arranged order of roster:  we cd. therefore avoid havg. take Chair critical phase


Looks as tho’ we can get whole field under study in a series of patterns w’out reachg. separate decns on each.  This wd. avoid slippery slope.


3.
Congo.

I.M.
Danger of Thursday’s debate:  it is on adjournment.  Might therefore get all our opponents in lobby against us.  Two difft. attitudes of criticism.  Extremists (Hinchs etc.) are not to be appeased.  Another group favours him we are trying to press on U.N.  (Aquar etc.)  Favour therefore motion which latter group cd. support.  Cd announce that at 3.30 to-day:  motion wd. have to be handed in before H/C rises to-night.



Agreed.
P.M.
H. will return to Ldn. this p.m.


U.S. are declining to join us in appealing for cease-fire.  Rush thinks opn shd. continue, so as to enable U.N. to get control.


Bomb ques. has opened wider issue of attitude to U.N.

a) Some wd. like to have U.N. altogether & preserve our liberty.  That we shd. avoid.

b) We might consider dissociatg ourselves fr. this U.N. operation.  But first we shd. try to get U.N. policy on Congo more into line with reality.

c) On bomb:  cd. we prs. say tht. sitn has changed to extent tht. we must reverse our decn.  No sufft confidence in local U.N. leadership.  Won’t send bombs until posn at N.Yk. has bn. clarified – as under b.  If this showed U.N. were intendg. to co-erce K. by force, we cd. prob. w’draw our support of this operation.


Further (informal) discussion in H.C. this p.m. – with H.




                                                         [Exit P.M., E.H., I.M., M.R.


4.
Public Expenditure.                        [Enter R.W., J.B-C., E.P., D.E.

H.B.
Two pledges by S.Ll.  a) Exp’re w’in q.n.p.  b) The 21/2% increase for 62/3.



On long-term we are making some progress – e.g. roads, defence.  But 2 gt. problems:  agriculture & education.  If we cd. get these [Agriculture:  open-ended commitment:  suppl. estimate of £78m because collapse in market for beef, mutton & pigmeat.] contd we cd. work out long-term policies within a).


But on b., first figures are alarming.  They show increase for 62/63 of £398m or 71/2%.  The 21/2% was “in real terms”:  but even so to achieve this will need economies of £100m.  We have £15m fr. minor admve savings.  Nutritional memo. shows scope for £47 or so (?) wtr. fam. allowances or other means.


Add to C.199 this new informn re Estimates.



Out-turn will be about £150m. above Estimates for 61/62.

S.Ll.
Surplus above line was £500m.  Then regulator £130m added.
Giving overall surplus of


Supplies £205m. as like as not, in total. – less saving of £50.  Net £155.
But another £50m. below line.  Suggests overall deficit:  and surplus above line much less than we forecast.


Effect on  £ may be v. serious.  I.M.F. attitude will be affected.  All therefore will turn on evce tht. we shall stick to what we said on 21/2%.

R.M.
Assumes public & private exp’re continues at same rate.  There is a case to be made for letting some factors in public go ahead & restraining private.

H.B.
Agree qua public investment exp’re.  But p. expendre of all kinds is nearly 45% of q.n.p.  If that rises even further, effect on exports wd. be fatal unless Draconian measures taken to restrain private expend’re.

Hail.          x|
of para. 2.  Unrealistic to imagine we can reduce taxation in these circs.  We cdn’t cut defence for that reason.


Do you cure inflation by transferring money from poor parents to the general tax payer.

H.B.
These decisions are necessary if we are to avoid increasing taxation.


But main issue is para. 4., not 2.

M.
Reason for para. 3 – q.n.p. hasn’t risen.  But can’t let this go on.
Memo. shows case for drastic action.

S.Ll.
Must be some redn of tax for incentives – tho’ no decrease net.

R.M.
Para. 4.  Scope for fewer t.v. sets & more education. 

H.B.
That means higher taxation.

D.E.
Agree there must be a level of p. exp’re wh. cd. be debilitating.
But as countries develop they naturally spend more in public sector.


We must therefore look now at total:  & then its distribn.  Objective:  growth.  Test items v. that criterion.  Have we bn. sufficiently ruthless in eliminatg. elements that don’t promote growth?
Deficits on natd indies (£200m):  excessive interest rates.  Must be ruthless, but selectively so.  Power of collective bargaining in full compl. is so great tht. we must limit it:  can’t allow incomes to rise at rate of £500/600m p.a.  With coherent policy made plain, we might get support.  But deflationary policy in Budget with all it unpopularity combined with appeal for support for wages policy – no hope of success.

K.
If you support policy of growth, surely you must support leaving more money for private investment.  Again:  you can expand technical educn to appoint which threatens immediate growth – by using investment money & teachers more urgently needed for export promotion.

D.E.
No lack of private investment funds – we have raised interest rates to limit it.

R.M.
Also shortage in industry is skill not bldgs.

H.B.
Accept need for growth.  But can’t afford simultaneously all projects justifiable by that test.


Moreover, we shall have to cut back in other directions.

R.A.B.
In simple Budgetary terms we must find £85m of savings.
We must get down to short-term brass tacks.


5.
Agricultural Policy.

C.S.
Genl. picture of the year is good – apart fr. meat collapse.  That apart, exp’re is only £10m above estimate.


Meat:  market collapsed at start of year.  Price fell May from 160/- to 90/- in a few months.  Sheep followed because large production of lambs.  Then Danish pigs flooded in & bacon/pork market collapsed.  Small xmas improvement, but worried re future.


Diffies in cattle nos. slaughtered only .2%.  Imports down.  2% increase in quantity produced fall of 14% in prices.


£67m increase in subsidies.  £31m to farmers.  £35m to consumers in retail prices.  Balance to distribution (not all in profits because larger quantities handled).

W’in support system we can do nothg. to hold market up.
With free entry fr. Argentine, Denmark & N.Z., we cdn’t try to keep price steady – as other countries do.


Happened before on one or other item.  This year on all meat.


Immediate tasks.  i) a minus on Price Review.

[Enter E.M.




           ii) induce farmers to accept policies we shall have to 
                        introduce if we go into Six.



{56m. increase in our subsidy



{160m increase in costs carried by farmers.


These are figures for period of years in wh. world shortages ruled.  The policy has paid off.  But it won’t do when world surplus of food.


We shall have to switch to new policy if we go into Six.  We must now work out policy we shd. favour if we don’t.  Fundamental (but different) changes.  M’while ’57 Act will have to remain, for this Parlt.

R.A.B.
Tho’ tough – can’t under recent pledge be more than 21/2%.
Moreover, can’t reasonably say in advance we shall rig review.
Unconstitutional.  Throws over Act and pledge.

H.B.
Avoid a specific figure.  But indicate we shall have to be tougher.

P.T.
Is para 19 (iii) realistic?

C.S.
Not unless we legislate or went in for support of market by buying, or controlling imports.

J.M.
Also breach of pledge re 21/2% p.a. in Review.

J.H.
Also 4% for a particular item.  And for this Parlt.

S.Ll.
Not inconsistent with pledge to farmers if we shifted burden in part to consumers.

R.A.B.
New system envisaged for Common market wd. take 11/2 yrs. to work out.

Hail.
What about grants – ploughing, fertilisers.  Is this sensible in present circs?

C.S.
They are in Review:  and are w’in the 21/2% pledge.


These have bn. used because diffy. of m’taining farm income without raising commodity prices too high.  Also less risky – not open-ended.

H.B.
Accepting pledge is inviolate, cdn’t we ask offls. to study what cd. be done to safeguard Exchequer.

C.S.
Yes.  But avoid damage to good policies for sake of
[Exit S.Ll., H.W.



our years’ diffies.  Some grants we cd. continue to pay, even in Six – e.g. hill-farm subsidy, farm improvement grants.  Don’t throw them away now because immediate diffies.  Other grants (fertiliser, calves, ploughing) wd. have to go under Six.

R.A.B.
Agree
i) suitable public warning of stiff Review.




ii) good explann of reasons for Supplementary. 




iii) study by *officials, as at X/, of possible savings in   1962/63


Ty., M/Ag, Sc.Off., B/T.

C.S.
Doubt if I can say v. much in presenting Supplementary Estimates on Monday.

J.M.
And, while ready to examine (3), doubt if there is much we cd. do.

C.S.
Only remedy for next year is to control amount of meat coming on to market.
This wd. mean restrictg. imports – only means is by vol. agreement, which I can’t get if B/T. export aims are over-riding (e.g. Polish bacon) and also Govt. buying of home production.

H.B.
If we can’t control exp’re elsewhere, we must act when we can. e.g. Farm Improvement etc.
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1.
Nutritional Services.

[Enter B.C., E.P.


Welfare Milk.

H.B.
No Ty. reason for immediate decisions.


To get 21/2% target, we shall need some major cut – this is most promising field.  Work of Offl. Cttee - £97m.


Best scheme in my view:  school meals (para. 8) x.1.  £27m saving at no nutritional cost.  Coupled with para. 10 y.1. – w’drawing 4d pint subsidy on welfare milk save for larger families:  £20m. saving.
No action on school milk, which wd. continue to be free.


If that were not accepted, I wd. have to press for legn on f. allowances – saving £35m. by terminating allowance for 2nd child & increasing if for 3rd and over.  (B.C. That figure is not net of tax loss).  Prs. 28-29m. Net.

Mp reference is for first course.

E.P.
Believe y.1. is right.  Tho’ I wd. include 3 child family all under 5. (at cost of £1m-2m.)



With that adjustmt., no nutritional loss.


This scheme is not defensible – subsidising milk bill of many families who wd. drink so much if there were no subsidy.  We wd. do better to be more selective.  I proposed a scheme of this kind a year ago.
V. ready to defend this, w’out regard to economy drive.

J.M.
Broadly agree:  wd. like to discuss with E.P. his modification in detail.

J.B.C.
Slight adminve addl. cost in the modificn.

C.S.
Food distn:  we depend on distribution to handle this more complicated plan.  Shd wish to consult them before announcement.

E.P.
Subject to leaks.

H.B.
Consumptn 198.  Assumed tht. 60m. less wd. be consumed under this plan.
With modificn prs. 40m. maximum.  This on assumption that the families will cut consumptn.  
M/H. 
Doubt if they will.

D.E.
[Need we continue to give free milk to independent schools. Costs £180m.]

I.M.
Y.1. modified mght. cost £8m.


Y.2. wd. cost £12m.  But wd. be simpler to administer & more popular.
Cd we keep this open?

E.P.
Timing.  Hosp. W. Paper due around 20/1.  Awkward to do this about this time.  Wd prefer to do this first – so tht. bad precedes good news.

J.M.
Cd we not aim at genl. announcement of cuts?

H.B.
See para. 12.  Either y.1. or y.2. wd. be simpler to administer than present scheme.

E.P.
Powers expire in 1964.  Can’t hope to abolish all welfare milk then.
Easier to continue a scheme wh. is defensible nutritionally.  This is an argument for y.1. modified.

R.A.B.
We shall have to think in terms of y.l.a.


School Meals.

D.E.
Merits.  on nutrition:  we believe 10-20% fall in up-take.  Prs 1/2m. children wd. get some other meal – not necessarily so good.  For many wd. go home:  esp. in rural areas.  Meals in cafès bad socially.


Not therefore to be assumed there wd. be no nutritional loss.


Educational disadvantages.  Teachers accept duty to supervise meals because seen tht. it has educational advantage.  With charge of 2/= teachers wd. be disposed to regard it as restaurant service, and decline to supervise.



If you have meals service, you must close the school mid-day break.
Mght. therefore have to pay for supervisors vice teachers.  Hard to find them.  Wd cost £1/2m p.a.


Parly Secy & P.M.G. (experienced in schools in Lpl.) think 2/= wd. be disastrous.  At 1/6d I cd. still m’tain this was not restaurant service.
Wd want to work out a new kind of means-test.

H.B.
This is most costly service £57m.  V. large nos. of parents can afford to pay full cost.  To make them do so will greatly ease our diffies elsewhere.


D.E.’s plan wd. at best save on £17m.  Vice my £27m.

R.A.B.
x.1. (b) is pretty difficult.

H.B.
It wd. need detailed thought.

J.M.
Earlier adjustmts.   ’53.  2d increase:  65% drop in up-take.




             ’57.  2d increase:  14.7% drop.
They climb back, but v. slowly.


Concerned at risk tht. teachers won’t co-operate.


Not a v. serious nutritional ques., however.  Mainly political – how much row can we face?  Subject to that, ready to accept x.1.

H.B.
’51: 37% now 33%.  Scotl.     } despite changes


’51: 50% now 54%   Engl.      } in charges.

R.A.B.
If only 1/6. can you charge 6d for school milk?  (£7m)

D.E.
No:  for teachers wdn’t collect the money.
But ready to w’draw free milk fr. independent schools.

J.B.C.
Is this a family income test?  What of variation in earnings?

H.B.
There is a test now for free meals.

J.B.C.
That is left to discretion of l.a.’s.

I.M.
Don’t believe x.1 is possible because of tensions with teachers.  Also doubt if we can say there is not nutritional risk.  Finally, diffy. of operatg. means test with incomes fluctuating.


X.2. wd. be much easier to do and to defend.

H.B.
There is a test now for free meals.  This system cd. extend to x.1. (b).
I accept argument about teachers.


But remember that ½ in E. & W. and 2/3rds don’t take these meals.

F.E.
Why not face clerical assistce for this - & take it off the teachers.

D.E.
We collect money by slot machine.  It’s the supervision tht. teachers object to.


Means test.  This wd. be major change in method.

Hail.
Diff. in practice to have 2 difft charges for same meal in a school.

M.
Will be hard to justify 100% increase.  50% much easier.

R.A.B.
Led to feel, from discussion, that x.2. wd. meet most of critical comments.


Will Ty. put up revised proposals, in light of discussion.

H.B.
If we adopt x.2., cd. we require all to pay 6d.

D.E.
There wd. be have to be some exemptions – e.g. families on assistance.


Family Allowances.
H.B.
Do you want me to consider this alternative?

Hail.
No.  Better to go for the other.

H.B.
What we wd. have to do is:  cut all allowance for 2nd child:  add 2/= to 3 & 4 ch. family:  7/= to 5 ch. family:  & more still for 6 child family.


J.B.C. doesn’t want legn:  & disputes view of Ch.Whip tht. such a reform wd. be welcome to Party.


V. wide Bill because repercussions on N.I.

R.A.B.
Let Ty. also include bare details of what wd. have to be done on this.  J.B.C. to refrain from submittg. memo. on this.
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1.
Education.

[Enter M.R.

a) Investment Expenditure.

H.B.
G.n.p. rising by 2%-3%.  Ty. seekg. agreement with Dpts. on limits of expansion of services.  My proposal for educn is 3%p.a.  cpd. with 21/2% agreed for N.H.S.
£694m. in current year.  at my rate £779m in 4 yrs’ time.  D.E. suggests £830m. by then viz. 4-6% p.a.  If we allow for educn an expansion so much greater than q.n.p. rate, we shall have to cut heavily into other services.


D.E.’s suggen is related to investment p’mme as in para. 9 of my memo.
Ty. original plan:  stabilise at present level.  In July S.Ll. agreed to £120.5  i.e. increase of £3.3m p.a.  This involved p‘ponement of some projects l.a.’s were expectg. to start in 1962/3.


Must fix a figure.  L.c.a’s need to know scale of p’mme.

D.E.
Tory success:  & in acc. with Tory philosophy.  Welcomed by country.
Part of our image.  If we have to go into reverse, diffies because this is long-term p’mme with sound fwd. planning.  [Rising cost is due to teachers’ salaries:  hard to justify reducg. intake:  we already are unable to accept for training girls with A level certs.]  In 1st year 20% of expenditure to work done:  40% in 2nd:  3-% in 3rd:  10% in 4th.  Para. 5. of Annex:  justified items in break-down.  i) must be top priority  ii) pledged to complete in 5 yrs. & shall do so except in L’pl.   iii) designed to give up to date labs. etc., to all secondary schools – essential to supply techn. colleges  iv) has the same purpose.  This leaves (v):  we said in W. Paper we wd. tackle this.  Cut of 1/3rd in July on minor works has made this posn worse.  What remains under (v) is mainly for secondary schools.
To get down to £120.5 I shd. have to exclude much of this.  I shd. have to control starting dates.  Not prepd to do this when it doesn’t apply to other bldg.  Bldg. in other public services is to rise by 15%:  why shd. education be reduced to 10%.  Wd. not square with policy of growth.

E.M.
I have to control starting dates, for roads.

Ch.H
There is also control in public housing.  And I have also had to push our projects previously authorised to start.

K.
Drew attention to para. 14 of C.210.  This means tht. things excluded from 1962/3 cd. be included in 3 later years.

H.B.
Yes:  can be done if D.E. will introduce control of starts.
And I wd. not insist on £120.5 in each year, so long as 4 years were within that x4.


Ed. building has bn. v. large for some time.

J.M.
Can we contemplate deliberate slowing-down of recruitment of teachers?


Further educn & techn. colleges?  Shd we relax pressure for day-release?
If not, we must build to be ready.


I can phase back my replacement p’mme.

R.A.B.
I wd. have thought that cd. be done in E. & W. also. 

H.B.
There is in 5(i) some element of old schools also.

Hail.
If you delayed 6 schools how much wd. you save?

I.M.
In 1951 we gave housing deliberate priority.  We recently gave the same to education.  On that basis 4.6% is not a large increase.


Shd we not look at public investment as a whole?

Ch.H.
Support that.  Housing has already bn. cut from 110.000 to 100.00 houses.  This isn’t enough for ’63.  Fear this may be pol. issue then.
If I am to have 120.000 in 1963 (slum clearance) I have to find means of cutting out other forms of bldg.

E.M.
Support that, too.  Can’t afford to accept any cuts in road p’mme.

R.A.B.   x|
1. Cab. to look at public investment as a whole.

                |
2. M’while D.E. shd. consider wtr. we cd. not p’pone some re-modelling projects.

D.E.
Qua investment, I wd. go for (v) – wh. saves nothing on current expenditure.

H.B.
D.E. is refusing to look at alternative p’mme.
He shd. take various levels between £120.5 & his bid, work out what wd. be involved, & show how each conflicts with pledges etc.

D.E.
We can try deflationary policies designed to produce enough unemplt. to retrain wage demands.  Or we can have a wages policy.  But will you get enough support for second if you press first?




Agreed as at x/.




E.P.C. memo. on Inv. P’mme to be circulated to Cabinet.

2.
Colleges of Advanced Technology.

D.E.
Six negotns have reached point where we cd. transfer by ¼ .
No saving in public expre is involved, only transfer from l.a. to Exch.
Am I, for sake of this, to report my relations with most powerful l.a.’s.

H.B.
We must redeem S.Ll.’s pledge of 21/2%.  Transfer in Apl. will put at least £5m. on Exchequer.  When shall we find that saving elsewhere?
This will be less painful than most.

Hail.
Saving Exch. at expense of rates is not genuine saving.

H.B.
We cd. have accepted this at original figures of £11/3m given by M/Ed.
Edn Policy Cttee approved it at that figure, with no date.


Now it emerges as £5m, and as we are pledged to the 21/2%, surely we shd. take this painless course.  If we don’t, we shall find it v. much more difficult to find £5m. from somewhere else.

M.
Cdn’t M/E. ask l.a.’s to agree to delay.  If they won’t, we must stand behind him.

P.T.
At the end of exercise we wdn’t scruple over a “fiddle” to round off the 21/2%.
Don’t give this away now.

D.E.
Told Ty. in Oct. the cost and the date.




P’pone decision – until we see where we are on total savings.
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1.
Parliament.

[Enter  M.R.

I.M.
Business for next week.



Monday:  Incomes.  S.Ll. and Fin. Secy. or H.B.  No need for




P.M. to reply.



Wed:  F. Affairs – Berlin.  L.P.S. and Godber – unless H.W. 




needed to reply.



Thurs:  Adjournment debate.


Comm. Immigrants Bill.  Must now have guillotine – 3 more days



in Cttee and 2 for Rpt. & 3rd Rdg.  Motion will be tabled before



we rise.


H/Lords Reform.  Labour want powers as well as composn.  Some 



Tories want no enquiry.  Compromise:  enquiry into neither 



powers nor composition but anomalies only.  This has bn.



accepted by both sides, subject to Mr G. getting agreemt. of his



supporters.  Omits remuneration.


Business for week after Recess.


2.
Congo.

E.H.
After consult. (incldg. F. Secy.) decided to ask formally in U.N. for



cease-fire.



Sec. Genl.’s lr. w’drawing request for bombs.



Sec. Genl. will discuss with his advisory cttee our request for 



cease-fire.


U.S. repve:  they want cease-fire if it can be combined with definite



guarantee of mtg. betwn. A. & T.  If I can be persuaded (by



Bunche) to go to mtg. place (Katona) with A., Bunche will



accompany him as equal hostage.  Conciliator, if needed as 



alternative – Stevenson wd. be willing to act.

P.M.
Anglo-U.S. rift is not as great as appears from Press.



Have spoken to Mr K. – he agreed U.N. military have bn. going



to far.


Situation in H/C. looks better.



Most awkward point for me:  why did we change betwn. Thurs.



& Mon.  Wd like to give full facts – incldg. my surprise tht. they



were unwilling to accept bombs on our conditions.

E.H.
Attack will be v. our original decn of Thursday, not v. our change of



mind.


3.
Goa.

E.H.
G-B. saw Nehru y’day & lodged written repns.  N. gave no assurance.



Said restraint had produced no result.  U.S. Amb. has also heard



from M.J. Desai tht. if P. didn’t budge in 2 or 3 days India wd.



have to act.



P.M. message also sent to N.


At noon we shall let it be known we have made repns to India and P.


Suggestn (by P.) of observers – not to be selected by U.N.  We shall



say we wd. support such a plan if acceptable to both sides.


Staging rights.  J.A. worried about Azores.  We have ascertained 



it’s 2 aircraft = one with 130 soldiers at once:  further flight in



2 wks.  We said we cdn’t allow Gan Al Adun wd. need



Libyan permission, wh. is unlikely.  Offered to consider other



routes if P. can suggest one.


We are thus keeping it open.  Not clear, however, tht. they cd. fly



from Mauritius to Goa in one hop.


4.
Commercial Policy:  i) Polish Bacon.

F.E.
4.000 t. in all.  Effect on exporters will be more serious than on



farmers.

C.S.
I cd. conceal our draft on next year of 1200;  but not 4.000.



This is only area in wh. we can control meat imports.  If we



do this, we shall aggravate posn of S. Estimate, wh. is diff. 



enough already.

H.B.
Both instances fall w’in P.M.’s directive on exports (Sept.):  we must



be ready to favour exports even at cost to domestic positions.

P.T.
0.2% of meat market:  and it gives chance to sell Viscounts into 



Poland with prospect of continuing trade.  Vickers loss of £15 m.

P.M.
But can we afford commitment on agric. subsidies.

F.E.
Doesn’t follow tht. it will be net increase of bacon imports:  Polish



competes with Danish, of which there may be less.

C.S.
It will spoil any chance of getting vol. limitn of imports from our



traditional suppliers.  How then can I hope to support meat 



market.

H.B.
Agree this is long-term aim.  But I’m advised we now have no



chance of getting voluntary agreement.

M: J.H: D.E.
We can’t allow our posn to be eroded on the meat market ques.

H.B.
Ty. view is tht. b/advantage here is in favour of supporting exports



of aircraft.

J.H.
If we get the exports, Poles will ask us to take more foodstuffs to



pay for them.

P.T.
Not necessarily.  If they have Viscounts pressure will be on them to



be able to get spares etc.

S.Ll.
Believe 1.200 t. won’t be decisive on limiting meat imports – whereas



sale of Viscounts will firmly establish us in this market.

P.M.
Make the concession to Poland on the basis of a carry-forward, 


if possible.


Take extra 1.200 tons & consider best means of presentation.


ii)
Romanian Meat.

C.S.
We increased quota in last 2 yrs. & they have not met it – by 1 m. tons.

We aren’t importg. any beef from them in fact.  Doubt if they



will.



We cd. get all the odium for nothing.


Why not tell them to fill these first?

F.E.
We knew they wdn’t fill these because our condns.



They now ask for 20.000 t.  Unless we give 5.000 we shan’t get


renewal of agreement.

H.B.
Favour doing this for prestige reasons – on faith tht. beef won’t come



in.  We have a rising trade with them wh. wd. be imperilled if



we declined this.

I.M.
Not surely in context of Suppl. on meat.




Agreed:  no offer.


5.
I.M. Fund.

[Enter  R.W., P.M.G.

S.Ll.
3½ billion dollars of Western money is being added.  Our share wd.



be contingent if U.S. have to make large drawing.


Sick authy to accept this in principle.


It will need legn.  But success in enlarging credit resources.



This is fruit of initiative we took last spring.




Approved.


6.
Wages Policy.

P.M.
No further use of “guiding light” in any official document.




Agreed.

S.Ll.
Main issues  i)
how to deal with pay-pause.




  ii)
do I adopt alternative II – money vice percentage.


Ty. draft of statement circulated.


i) paras. 2 and 5 of draft statement.



T.U.’s are not expecting me to announce a date for its end.  They



wd. be content with further indication tht. it is only a temporary



policy.

M.
Enough to omit words “the pause continues”.

P.M.
Speech shd. be v. simple.  Start:  earning too little & spending too



much.  First need is to earn more.  Stress that.  Positive work of 



N.E.D:  that is what Cttee is for.  Marginal effort by all wd. give



us the extra 3% or so which wd. make all the difference.  The



other side is interim, what do we do about spending too much



before we have earned more.  Pause inevitably rough & ready:



Can’t expect perfection in impoverished interim plan.  Then go



on with long-term policy on incomes.  Before we reach that,



there will have to be some relaxation from an absolute pause,



in words wh. prepare way for, e.g. some early increase in



rlwaymen’s wages.

Hail.
Policy in draft is right:  but presentn too rough.

J.H.
S.Ll. shd. be ready to meet T.U.C. on Wed. next – p.m:  announcg. 



tht. he is going ahead with the office.  Then another mtg. early



in Jan.  Announce new form of pause before end/Jan.  Otherwise



various T.U.’s will have got themselves into fixed posns.  Favour



statement in Jan. forecastg. end of pause in present form at end



of fin. year.

P.M.G.
Agree.  Postmen & C.S. Unions likely to get into fixed posns in



January.  They may press for negotns after S.Ll.’s 1st statement



on Monday.  This will be awkward.


Para. 5.  What are the post pause interim arrangements?  We shall be



pressed to say.

P.M.
Avoid “arrangements” – approach or policy.

Hail.
Pause shd. fade out.  “Phase” vice “end”.

S.Ll.
Consultn on incomes wd. not be done, at outset, thro’ planning



N.E.D. Cttee.

P.T.
Effect on rlway. claim?  Tough (2½%) or easy
(5%)?

I.M.
Fundamental unease in Party is over wages policy.



On Mon. S.Ll. has to rise 2 horses:  tough on thrift – 



encouraging on growth.  After speech, we shall be judged



by action:  and rlway. settlement will be taken as test of our



intention.  Needs to be tough.

P.M.
Importance of date – and an arbitration decision.

P.T.
If we end pause by 5-6% award to rlwaymen., wtr. by arbitn or not,



stiff re-actions from Party.  This wd. be £26 m. – equivalent



to our cut in nutritional services.  It wd. wreck any pause.

M.
Read minutes of Wage Cttee mtg. of 11/12.

F.E.
The £500 m. figure wd. lead to scramble for a share of it.



Better to put fwd. test:  no increase wh. wd. increase 



price/product.

Hail.
Many claims fr. people who make no product.

D.E.
Monday’s statement foreshadows attempt to relate incomes to



productivity, within a policy of growth, & to make that policy



work.  Last para. of draft poses alternative.


Is it worth trying to get 2 sides of industry together – and put 



everything into attempt to get understandg. of new policy.



This draft is v. discouraging.  It must contain real incentive to



those who do increase national income.  Dutch experience –



they have had to give more than national average to this sector.

F.E.
But Dutch T.U.’s have accepted tht. they can’t expect wage increases



wh. involve price increases.

P.T.
Danger of our sitn.  Wage pause while we thght. out means of



handling this more sensibly.  Then it ends with 6% for rlways.



Ty. will then be driven into deflationary measures – and what



happens about “growth”?


Real ques. for us is, not what S.Ll. says on Mon., but what we do


afterwards.

D.E.
Continuance & increase of subsidy to rlways. at current level are



not consistent with cuts we have bn. considerg. e.g. in education.

I.M.
Failure to stand firm on wage policy will bring us down politically.

Hail.
But how can we run rlways. w’out a policy which will attract labour.

R.M.
Agree with I.M. on rlways.



My main worry is wtr. N.E.D. can do much to promote growth.

Hail.
Move from “wages pause” to “limitation of incomes”.

S.Ll.
Country and Party are expecting us to say “no” to rlwaymen.

M.
Rejection of engineers’ claim y’day is of great significance.

I.M.
What about a general direction to all natd industries – so as to 

                    x/

avoid “illegality” of special direction on particular wage claim.




Agreed:  Ty. to consider x/.

S.Ll.
We cd. presumably say tht. any wage increases wd. have to be 



financed by increased charges or economies in operation:



cd. not be financed by Exchequer money.


Alternatives:  %age or figures.



%age rejected because wd. be taken as minimum.  Figure cd.



be translated to %age.




Agreed:  in this speech, use neither.

Ch.H.
Para. 6. on arbitn needs qualification, if we are going to make any


changes.  Wiser to omit – for to-morrow.

K.
Prefer to keep paras. 5-6:  on basis arithmetical facts of prodn shd. be



put fwd.  Use more precise words.

S.Ll.
Not before consultns with T.U.’s.

C.C. 75(61).




19th December, 1961.


1.
Goa.



[Enter  M.R.

H.
Resoln in U.N. passed by 7:4.  Those against included Ceylon, 



Liberia, Russia & Egypt.

D.E.
C’wealth Edn Confce in January.  Must I go?

P.M.
Yes.  It is a C’wealth occasion.

H.
This has set off Indonesia.  Dang. sitn in New Guinea.  Must discuss



with U.S. in B’muda.  Wd like a note on oil tankers & other



B. interests.

Hail.
Nehru’s action likely to touch off a series – and we are at risk in



various places e.g. Gib. or H. Kong.

I.M.
Wd it not be wise to make Assembly discuss this – breach of the rule



of law.

R.M.
What if majority supported Indian action?  [Don’t let it drop, on a veto.

H.
Implicns for U.N. might be serious.  Do we want to break it up?  Not a 



matter for hasty decision.  Wd prefer to discuss with U.S.



M’while will get views of our Delegn in N. Yk.

K.
What is moral posn of C’wealth if we exclude S. Africa because



apartheid and then retain India despite naked aggression?

P.M.
Better to take a U.N. stand over Indonesian aggression v. N. Guinea.



Avoids C’wealth issue.

H.
Even so, not a v. clear issue.


2.
Congo.

H.
T. has left for Ndola with Br., Fr. & U.S. Consuls.  Gullion mtg. him 
There & expects to take him on to meet Adoula at Kitona.  Before leavg. E’ville T. himself called for a cease-fire.  (But U.N. troops stupidly attacked by air the H.Q. of Union Minière.)


U.S. are now alive to dangers - & pressing urgently for settlement.


3.
Laos.

H.
All 40 points of diffce with R. have bn. resolved save on (integratn of



P. Lao into natl forces)  wh. can’t be settled until Prince’s are



agreed.  U.S. are now putting heat on Phoumi to agree to 



natl govt.  If that comes off, there is an agreement – with 



R. & Ch.  Not bad.

P.M.
Moral.  For dealg. with R. must have repve who can spend months



on it continuously.  Mtgs. of F. Ministers, too short – don’t work.


4.
Berlin.

H.
On ground reasonable quiet.  U.S. have stopped sending civilians in



Offl. cars into E. Berlin.  But moral of W. Berlin is declining –



& this is reason for G. to support negotns.  In N.A. Council



14 favoured this & only 1 v. it.  Endless argument with the 



French over any use of “negotiation” or “….. cd.” in 



communiqué.  Much more strongly worded resoln wd. have 



bn. passed if Fr. had not bn. represented.  Obvious we shall 



have gt. trouble with Fr. when we reach substance.


Rusk convinced tht. R. want to settle this with U.S.  Thompson may



carry it far alone.  Dangerous, unless G. kept fully in line.  So



aim at 3 Powers contact in Moscow.  France will stay on 



side-lines.


Admit that, on R. public statements, there isn’t much hope of an 



acceptable settlement.

P.M.
If U.S. ready to take lead to U.S./R. settlement, may be better than



Anglo-U.S. settlement.  Rusk might be willing to be a fall-guy.


Br. people aren’t ready for war over Berlin:  they dislike G. almost



as much as R.

H.
U.S. are more ready to fight for Berlin.  

H.W.
They feel their nuclear strength at moment is superior to R. & they



can therefore “lean on them for a bit”. 


5.
Meeting of N.A. Council.
[Enter  E.M.

H.
Alliance under strain.  Feel they aren’t sufftly consulted on matters of



concern to them – e.g. Berlin.  Unco-opve attitude of Fr.  Feeling



tht. U.K. haven’t done enough on build-up.  Diffies on 



Co-policy – e.g. Belgium & Portugal:  agreed to consult more,



before ques. come up in U.N.


Stationing costs.  Save Germans.  Stikker helpful to us.  No source of



help save G.


M.R.B.M.’s.  U.S. ready to consider plan of control devised by 



Europeans.  U.S. rely on disagreemt. – to preserve key/cupboard.



But G. pressing for some control.  Fr. m’while won’t commit



themselves because holding free to give to G.

H.W.
Strength of B.A.O.R.  No pressure on me.  Stikker accepts our need



for financial help before doing more.  U.S. prefer us to look



after M/E. & S.E.A. – bigger reserve in U.K. vice more in G.



But doubt if we’ll get much out of G.  U.S. have done better 



(arms deals) than we.


M.R.B.M.’s.  We shan’t stall this much longer.  Stikker wants solution.



Need agreed U.S./U.K. posn on this.  N.A.T.O. nuclear force 



dominated by G. wd. not be much good.

P.M.
i)   Who will buy them?  U.S. interest in selling.


ii)  Who will control them?  Do Eur. fear most tht. U.S. will, or will



not, use them.  What is real object of N.A.T.O. – to restrain U.S.



or to ensure action?

H.W.
Can’t settle this w’out prior agreement on N.A.T.O. strategy – 



e.g. nature & length of pause.  N.A.T.O. won’t face fact tht.



Saceur’s interdiction plan involves total nuclear war.

E.H.
Must seek solution in N.A.T.O. for w’out it Eur. will concentrate on



defence w’in Six.  They are doubtful wtr. U.S. will defend them.



Cause of increasg. friction.  Admit, however, tht. this control



Is veto:  wdn’t give Eur. power to initiate w’out U.S. consent.

P.M.
In these circs. it is mainly a political problem.  With growing strength



they are resentful of inferiority to U.S.

H.
Diffy is tht. you can’t satisfy that feeling w’out includg. G. – and that



will stimulate R. fears.

P.M.
The only real solution is detents with R.

H.
U.S. are beginning to feel this.

[Exit  M.R.


6.
Kenya.

R.M.
No fuss over removal of disqualificn on Kenyatta.


Tribal diffies are as deep as we feared.  But hope for calm until the



conference in Feb.


Coastal strip.  Don’t raise this until after conference.


Some chance of agreed solution in Feb. conference.

Hail.
Any prospect tht. independent K. will be able to m’tain law & order?

R.M.
K.A.R. bldg. up:  unlikely to be dominated by any single tribe.


Settlers:  Bill of Rights in constitn.  If we can get that, most will be



satisfied.

H.
We move so fast from self-govt. to independence.  Can’t we prolong



first.

R.M.
Not worth it if we can’t get p’ponemt. for about 5 yrs. – and no chance



of that.  Local offls. satisfied no chance of delaying it beyond



spring of ’63.

Hail.
Don’t believe you can get stable security force or adminn by early ’63.

H.W.
O.K. if white officers cd. be retained.

R.M.
Can’t work that out (or a base facility) save with a self-governing



Govt.


Base – not in present form:  something, on coast, as C’wealth facility.

D.S.
Don’t believe Africans wd. accept tht. such a base was to defend 



their interests.

H.
cf. Congo:  can’t recover sitn if disorder once starts.

R.M.
Business interests favour speed of settlement, to end uncertainty.



Farmers take other view.

H.W.
I cdn’t afford to build a new base.

H.
Nigerian resoln in U.N. – 10 years – because they fear it earlier esp. in



C. Africa.

R.M.
Wd they back us in staying another 5 yrs. in Kenya?

P.M.
We must evaluate risks of both courses.  Risks also in delay.

J.H.
We ought to have full discn on constitution before conference opens.

P.M.
Yes:  early in Feby, when we know what the bids will be.

R.A.B.
Must preserve some posn of strength – C’wealth base.

R.M.
Not as main base – leave camps, training etc.

D.S.
Not much chance:  cf. Nigerian dislike of Defence agreement.

H.W.
K.A.R. will have to take it over:  we mght. be able to use it as 



training area.

P.M.
Discuss this – with C.O.


7.
C’wealth Organisations:  Immunity.
[Enter  Solr. Genl.

D.S.
Dislike inequality in principle.  Nos. involved are v. small cpd. with



those of internatl bodies.  Second-class status.

J.S.
Involves denial of justice to our citizens, let alone taxation.



Must accept this for international organns – e.g. R. wdn’t come



here w’out immunity.  For C’wealth it isn’t necessary:  why 



concede it?

D.S.
V. unreal.

S.Ll.
Tax immunity is a racket.  We don’t concede it automatically.



Ikramullah:  salary & allowances.



JA:  salary & allowances.


Why shdn’t they pay tax?  Why make this a status symbol?

P.M.
Why strain at this gnat when the camel of the diplomatic body is



so large.

J.S.
Because each concession makes it more diff. to resist the next.

K.
This proposal is contrary to all principle.  Immunity rests on treaty



& international law – to make it poss. for diplomat to do his 



work.  These don’t apply:  nor insist/ask on waiver.


Case for it is purely sentimental.

R.A.B.
Cdn’t we follow officials’ advice – waive process and get organn to 



impose its own taxation – as in para. 9.

K.
No treaty:  no oblign on them.

P.T.
Para. 4.  Why extend this to the individuals?



Why not consider what privileges shd. extend, on merits, to 



each organisation?

M.
Look at each on merits.

D.E.
Not sentimental.  C’wealth English Language Centre won’t be



established in Ldn. unless there is tax exemption.

H.B.
Cd we have estimate of how many organisations will come along.

P.M.
Is legn needed?



What can we do about it by adminve means?



[Is any selective method practicable?] incldg. x/.

E.H.
We shall be confronted with this on a larger scale over C. Market:



About 5.000.

D.S.           x|
Cd we solve it by attachg. individuals concerned to their C’wealth

                    |

H. Commr.

P.M.
Also list of C’wealth organisations involved or likely to 



be involved.

Also a form of words for D.E. to use in Delhi.


Extent of discriminn in reln to foreigners.


C.C. 1 (62)







3rdJanuary, 1962


1.
Prospects for 1962.

[Enter M.R.

P.M.
5  years’ since I became P.M.


Prospects for 1962:   abroad v. disquieting – world order brkg. down.




                C. Market.




                C’wealth.  Republics 1947 – consequences –





diffies & possibilities.



                         At home:  economic sitn v. perilous.


Max. no. of larger views:  minimum of small points – motto for ’62.


Ministers mustn’t be pre-occupied with Dpl. points.

K.
Grateful for H.M.’s leadership in good times and bad.
You can be assured of our loyalty and co-operation.


2.
Bermuda Meeting.

P.M.
This was 4th mtg. with Mr K.  Each time strengthening impn. of his quality & sensitiveness.  Contrast with previous Adminn.  Never at ease with them, except for my personal relns with Eis.  Mr K. & R. are quite frank:  easy to discuss w’out disguising diffes of view.
Wide area of agreement & understanding.


Berlin.  Mr K.’s determination to get into negotn – wtr. probe goes well 

                x|

or not.  Won’t be deflected by French.  Agrees they wd. accept benefits of my agreement, while avoiding its odium.  They have moved v. far from earlier posns.  Joint approval of instns. to Amb. in Moscow.


Tests.  Mr K. is under pressure.  But we found he has same feelings of distaste etc.  as I.  But as major n. power he feels v. responsible for m’taining balance.


Congo.  Brief.  They over-rate Adoula.  Also over-rate competence of U.N. to hold country – their lack of Colonial experience.  We made some impression on this.


U.N. Future.  Reproached them on Colonialism etc.  They take a more optimistic view.  They can at least say they did well over Chinese repn.


Useful mtg.  Prs. best so far.  Mr K. not in v. good form – his father’s illness:  his own back.  Good that it was at his suggn and on Br. soil – friendly gesture.  Better, too, at Govt. House vice Mid-Ocean.

H.
Agree to x/.  Believe they also want to get into closer touch with R. over wider field if they can.


T’s instns. enough for 3 or 4 mtgs. to see if there is basis.  He, F.R. & Kroll all think there is.  If this goes well, F.M. Mtg.  If not, may be that or Summit.  But K. may p’pone action – even if Treaty may keep all under control.. Can’t guess how it may go.


U.S. Commandant’s pol. adviser was stopped entering E. Berlin:  U.S. have responded by stopping R. Commandant from coming into U.S. sector.


U.S. authies on spot are not acting wisely.  Another reason for hastening negotns etc.


Probe likely to last 2-3 wks., unless it breaks down at outset.


3.
Nuclear Tests.

P.M.
Since circulating C(62) 1, I have reflected further.


R. test series has given them valuable results – drawn level.  They have obtd larger yield p. unit of weight.  Useful in itself. But addl. significance.  They are going for anti-missile defence.  And weight is of gt. significance there: both in defence and also offence (room for decoys etc.).  Large explosion:  if exploded at great height it wd. produce gt. heat effects:  it wd. be v. hard target for defence:  it wd. disrupt radio & radar defences.


Diff. therefore for us to say resumptn of W. tests wd. not be w’in formula used by Mr K. and I on 31/10 and 1/11.  Recommns in C(62)1 are therefore fully justified.


But I was not altogether happy.  I therefore wrote draft lr. to Mr K.
Copies handed round.


Purpose of this.  Felt I cd. not reconcile myself to embarking on this new phase of re-arms race w’out making further attempt to break thro’ on disarmament.  Cost:  to U.S. = annual g.n.p. of U.K.  Similar effort by R.  M’while dirty bombs wd. spread & get cheaper.  Risks to world.  Hence my feeling: we must try to get back to point reached before Paris mtg. – a détente.  Only locus standi we & U.S. alone have is as major n. powers of the West.  This therefore must be our point/entry to move twds wider détente.  A reasonable dramatic intervention seems necessary.  Has it a chance?


K.’s posn is not too secure.  De-sanctification of Stalin was a v. serious step.  Why had he to take it?  To break Molotov?  (That is as tho’ I had, to neutralise Ld S., to pull down C/England!)  Rather he is trying to appeal to people (consumer goods, peace etc.,) over heads of orthodox part of C. Party.  If so, there may be a chance to do a deal with him.


Thus, in addn to moral duty, there may be practical chance of making somethg. of this.

D.S.
We have reached point at which nations may ruin themselves by piling up arms.  Even R. may realise this by now.


Support this approach.  Nuclear is best point of entry.


K. is not a man of war:  wd. prefer to be the man who brought plenty to R.  Don’t think he planned b’down of détente:  believe it was forced on him.

P.T.
i) Approach.  Agree there may be a moment to stake high.  But this is playing high.  How much chance of carrying France with us?


ii) Assumg. Xmas Island is used, concerned at P.M.’s position.  Hard to defend allowg. U.S. to take final decision.  You will be attacked for leaving final decn to Mr K.  Island can be activated in 8 wks.  Wd it not be better to share decn with U.S. and defend it as ours as well as that of U.S.  I wd. sooner defend it on its merits, rather than appear to hand it to Mr K.

I.M.
Agree with P.T. on both points.


Is it wise to say final decn will be taken in light of progress with this initiative.


As soon as we announce Xmas prepns,  U.N. may call on us to desist.
K. may also make his consent to initiative conditional on our not testing.

R.M.
If decn were to p’pone tests on pol. grds., we shd. be associated with it.


What about China.  Realistic to think R. can have discns with us on n. tests & disarmament w’out Ch. participn.

K.
Analysed C(62)1.  This satisfied me tht. tests were necessary.
But how are we to exercise influence to make this unnecessary?
Do we let this slide.  Or do we make an effort to break out of this situation.  Surely we must.

Hail.
Evident tht. R. have made an advance – prob. because they planned it well ahead.  There is therefore mil. case for W. testing, if equally well prepared which U.S. have prob. not done.  Thus, no case for urgent testg.  And pol. objn for doing it before Confce in Apl.


If they are to be made, agree we shd. give facilities at Xmas.
Final decn will rest with U.S. - & we can’t separate ourselves fr. them.


But favour combining this with some new initiative on disarmament.
Doubt if your proposal goes far enough.  We shall need to get understandg. with R. in reln to unaligned countries – e.g. to get them & ourselves to commit to that what we all now commit to arms.

M.
Support P.M.’s line.  But doubtful of para. 18.  Wd it not seem to be seekg. negotns under duress of a threat.

J.M.
Support P.T. on appearing to leave final decn to U.S.  We must be able to say at least that there will be full consultn.

E.M.
Agree – we can’t have veto.  Decn is really when we decide to make Xmas available.

C.S.
This wd. be new phase in testing – leading Heaven knows where.
Can we not separate this from Xmas Island?
Are U.S. really ready to do tests related to that new phase?  Cd we not wait to see result of new initiatives?

D.S.
Mustn’t appear to be suggesting this initiative merely in order to wriggle out of Xmas Island.

H.
Doubt if Mr K. can defer testing for as long as this requires.  Soft words from K. wdn’t be enough.

D.S.
Wd there be great mil. advantage in testing so soon?

P.M.
If we decline Xmas, U.S. will go on testing alone:  we shall be separated from them:  & have little chance of launchg. unilateral initiative on disarmt.


Suppose we get them to launch joint initiative first.  Then, what if we differ on the pol. ques. wtr. this is going well enough to p’pone testing?
Surely, we cdn’t reserve right on those grds. to w’draw Xmas Isl. then.


May be better to say now we are agreed that further tests are necessary:  we are preparing Xmas Isl.:  but we are making this initiative to brk. through.

C.C. 2 (62)




3rd January, 1962 (3.pm)


1.
Nuclear Tests.

[Enter M.R., Penney

W.Penny.
If no more tests, U.S. have slight advantage over R.


R. have virtually drawn level overall – ahead in 100 megaton, behind in ½-1 meg of light weight & latter are of gt. potential for anti-missile def.
Will take 2-3 yrs. for R. to put their new knowledge into new weapons.
They R. are surely preparing for more tests.


Our special aspect wh. causes anxiety – 3 missiles at once at various heights – one with n. warhead – various dirns.  Clearly 1st attempt at anti-missile experiment:  one fired fr. their anti-missile research station (town of 20,000 people).


Anti-missile.  Missile is as nearly imposs. as anythg. I have seen.  There can be decoys & dummies wh. wd. make it even worse.  Also saturation v. one targets.  U.K. cdn’t afford it.  But U.S. & R. are both putting gt. effort into it:  each must because the other does.  With these resources can’t say it’s impossible.


U.S. were not ready to test:  caught unawares.  They feel they must do so now lest R. get ahead.  Significant part of their p’mme wd. be related to anti-missile defence.  If their scientists aren’t encouraged to think there will be more tests, impetus of their work will be lost.


The 100mt. explosion.  U.S. said no mil. importance.  Up to a point, true:  smaller weapons aimed accurately cd. be as effective.  But if exploded 25m. above target, it wd. destroy it by heat:  & much harder for defence to destroy it at that distance.  Makes that problem even harder.


U.S. p’mme.   i) high-altitude explosions – 10, 50 or 100 m. up – to

                   {

measure effects esp. on radio/radar communicns.  Part of anti-missile problem effect of n. explosion on a missile – how near it must be etc., must be done in atmosph., high.




      ii) check existg. w.heads for Polaris, minuteman & Skybolt.



All designed on basis of no further tests & therefore conservatively designed.



Tests needed to check them & if poss. to reduce weight – for decoys etc.



               iii) to reduce weight per unit of explosion:  new war-heads.  Needed both for offensive & defensive purposes.



                iv) new prospect devices – v. powerful explosives at v. small weights for anti-missile missiles.  They haven’t worked this out.  Leap ahead:  for same purpose as (iii).

Hail.
Do these meet threat of 100m. bomb?

W.P.
(i) does.

W.P.
No.  I said it wd. be more difficult to deal with 100mton:  but not impossible.


All tests designed to reduce weight wd. be preparatory to elaboration of a defence.


No anti-missile system likely in less than 10 years.


No barge or surface tests at Xmas (U.S. agree).

C.S.
Wd delay of 3 more months be serious.

W.P.
 No prob.; but they think so.  What they fear is that, if R. went on without further U.S. tests, R. wd. get a lead.  If I were an American, I fear I wd. have to advise President to go on. The U.S. will test, wtr. they get Xmas or not.

D.E.
Pollution?  

W.P.
V. little:  much less than previously.

Hail.
What money will U.S. have left for aid etc.

W.P.
Their potential is so large that they will manage both.


The U.S. have no alternative but to go on.

P.T.
1st para. of  Principles (N.C.C.A.8) wd. get us over diffy tht. decision wd. be U.S. decision. 


Safety:  can U.K. have final say – as Austr. have at Maralinga.

W.P.
We can lay down the safety rules:  but U.S. want to have decn w’in those rules tho’ they will have B. subject on safety cttee.



Can’t say condns in Xmas are the same as at Maralinga.







[Exit Penney.

I.M.
The U.S. intend to do it.  They are right to do it.  (W.P.).  This means we must support them.  Surely therefore allow them to have Xmas Island.

P.M.
We and U.S. are the 2 W. n.powers., in a joint enterprise.  Let us defend this as joint enterprise – we jointly agree a p’mme of tests 

                 x

is necessary to preserve balance/deterrent – to wh. we contribute 

                  

Xmas Island & our experts etc.   But let us add, Mr K. and I, tht. which this is justifiable, it isn’t good enough:  we must make a further effort to break through.

H.B.
But wd. the initiative then be made – wd. Mr K. agree to make it & wd. K. agree, knowg. tht. W. testing is going to start.

R.M.
At what other moment cd. we decide to test?  Not when disarmament discns were going on.

H.
R. & U.S. have agreed on the Confce.:  U.S. & R. plans on paper are not dissimilar:  n. tests come early in that plan.

P.M.
New plan at x/. will avoid risk that at some later date we shd. differ fr. U.S. in their view of pol. ques. wtr. situation has so far improved as to warrant p’ponemet of testing.

D.S.
Don’t make offer of Xmas Isl. condl on their joining in initiative etc., say, if you like, that if it can’t be joint we may have to try it ourselves.


2.
Indonesia.

H.
Sokarno has now said we will attack.   He is said to be mobilised.


But Dutch y’day said they wd. negotiate w’out pre-condn re self-determn.  That shd have improved posn.


Suggd tht. U.Tant shd. mediate.  He wd. be acceptable to Indonesians.


No case therefore for P.M. to write to P.M./Holland.
   [Enter Machperson


Arms to Indonesia.  Suggn in memo. we shd. delay deliveries.

M.
Figures in Annex. not accurate.   More torpedoes.  Also (Annex B)


Vickers have definite contract for June.  Risk of breaches of contract.


Cttee on Export of Arms shd. consider position and report.

P.T.
Don’t act precipitately. 


2 Gannets already handed over in U.K.  Suggest we don’t try to stop them flying these out.

P.M.
M. to consider in detail, qua character of weapons and also delivery dates.  Each item can be dealt with by export licensing.

N.M.
In many cases the licences have bn. granted.

P.M.
Specially quick look at Gannets.

P.M.
Logistic support.  Why not wait till asked.

H.
They will – pretty soon.  Luns is always asking.

D.S.
Austr. are anxious not to be asked to give such support themselves.


Singapore:  effect on G.Malaysia if it cd. be said tht. we were using it for Colonial purpose.

H.
We can stall for a bit.




Agreed.
P.M.
Don’t let’s incur all the odium when we know Dutch won’t put up determined resistance.

Hail.
Has a man of war a right to re-fuel?

P.M.
If so, no (or less) harm.

H.
Will look into this.

H.
On 4 (iii) we shd. have to vote in U.N. against Indonesia.







[Exit N.M.


3.
Congo.

H.
T. has had good mtg. with U.N. civil & mil. authies.  Assembly will prob. meet at E’ville to-day & give sufft support to Kitona agreement & authorise K. Repves to participate in commn to review constitution.


Less happy over U.N. plans for action if this breaks down.  Also U.S./U.N. plan to squeeze economic life out of K.


M’while U. Tant has asked thro’ us for observers in N. Rhodesia.  We are suggestg. to R.W. tht. he shd. offer to receive high repve of U.N. to see what frontier arrangemts. have bn. made.  He may agree to invite U.T. or his repns for this purpose.

K.
Are we or Fedn responsible for this sort of thing?

D.S.
Observe.  But R.W. cd. argue tht. we have devolved respons. for external affairs save when it affects our responsibilities.

H.
This is almost wholly movement in & out of Fedn – wh. is Federal responsiby.


4.
Laos.

H.
Princes have disagreed & Phouma has left for Paris.  Before doing so, he put a Govt. on paper, which U.S. can support.  Phoumi broke up the mtg.:  U.S. have decided to disown him unless he accepts.  They have sent to King threatening w’draw their support unless Phoumi comes to heel.  If this fails, Grom. & I will have to summon Phoumi to Geneva.


Danger is tht. fighting will now break out again.  We shd. then be in real diffies.


Maddening, now we have reached agreement with R. & Chinese.

C.C. 3 (62)




8th January, 1962

1.
Wages Policy.                              [Enter R.W., P.M.G., E.P., M.R.

S.Ll.
Mtgs. on Friday.  Employers satisfy.  Recognd pause cdn’t. last indefinitely.



Fear run-away on rates.


T.U.C.:  no proposals:  asked for mine.  Eventually promised them a paper.



Must reach them by Wed. a.m. when econ. cttee meets.  Indicns they want to co-operate.  Paper therefore will repeat what has bn. said (on planning esp., to avert criticism tht. this if for wage restraint only):  refer to profits restraint (in terms of my H. C. statement of Dec._ tho’ no plan to limit profits of individual firms – show how profits are falling & how small (7%) propn of total.  What shd. we say on end/pause?  Repeat 18/12 – long-term policy will take time to work out:  look for arrangemts. with 2 sides of industry wh. will enable pause to end?  by end/financial year.  Show how it will end for public services – particulars includg. arbitration.  (Let agreed settlements operate:  let M. rate be resumed:  re-open arbitn but w’out retrospn).  Then outline policy for private sector – no freeze but guidance for interim period.  For 1962 increases to be w’in %age increase in productivity (21/2%):  alternatively in terms of quantity £500m. = maximum available for wages & salaries (3%):  or (Mills) when productivity can be measured decide how much cd. be available for wage increases:  average that & say it’s available to non-productive.



Believe this is so complex tht. it must be reserved as long-term solution.



Real choice is betwn. 1st or 2nd alternative.  My feeling is v. 2nd, because will lead to argument on what happens to £200m. diffce betwn. total increase of £700m. and the £500m. said to be available for wage increases.

P.M.
T.U.C. seem to have bn. more co-operative.  Aim: get them to enter into planning body & get acquiescence in an interim policy.


Date for opening of a new interim policy.  End of financial year?

M.
That is about right, if interim policy is accepted.
Still dislike percentage:  prefer money terms.

Ch.H.
How do you reconcile 2½% with arbitn ?

S.Ll.
Hope arbitrators will have regard to the 2½%.

Ch.H.
Suppose they don’t?  Do we pay higher award?

S.Ll.
Wd have to do so where arbitn is obligatory.

J.H.
Arbitrators will heed the guidance, esp. if its supported by 2 sides of industry.

H.B.
Support %age.

J.H.
Do I.

J.H.
Date.  Pause shd. not outlast financial year, subject to satisfy. arrangemts. for interim.

S.Ll.
If we cd. get agreement I wd. be ready to end pause earlier – x at once.

D.S.
%age:  what incentives to efficient industries?

S.Ll.
Employers have varying approaches  e.g. I.C.I., rubber industry.

J.H.
Not really at once because of pending claims in rlways. & private sector (engineers).

P.M.
May need to say in advance we expect Govt. policy will be needed by arbitrators.

S.Ll.
In my first paper to T.U.C. enough to say arbitn will have to be discussed.

P.M.
On alternatives:  say £700m.:  not all available for wages:  must also carry non-productive workers.  In practical terms it means average of 2½%.

M.
Effect on engineering where employers have rejected claim entirely.  If you say this, you will be inviting them to award 2½%  [in the summer].

D.E.
Paper shd. include concept tht. amount available for wage increases is flexible – increased if industry improves performance.  Must plug growth.  Can’t get it w’out more orders:  that needs greater efficiency for same wages for a time in order tht. higher wages may be earned later.  In engineering it’s piece rates that matter – and they turn on output, which won’t come unless we can inflate.  The promise of inflation is the only thing which will make the men pause on wage rates.


In public services the dammed-up rates are about 5%.

I.M.          |
Are we not trying to ride 2 horses?  T.U.C. wd. not join N.E.D. if they

                 |

knew proposals later on our agenda to-day – and wd. w’draw when these [Dislike 21/2% because will be taken as minimum] 
                 y

were announced.

                 |
If we want T.U.C. co-opn and planning for growth, we can’t have cuts

                 |

in publ. expre they think unfair.

H.W.
Set these out as problems for N.E.D. to settle, not as Govt. dictat.
Expound sitn.  £500m. = 21/2%.  If growth achieved, there would be more.  Let us discuss how we did it.
H.B.
They want to come in – centre of power.  These advisers have told them restraint is necessary: 2½% not unreasonable.

S.Ll.
They are in fact split.  But on the defensive more than before.


I promised to give, near end/’61, some further guidance.  Can’t hold pause v. much longer.


Of course we must put major emphasis on growth.  But need some interim arrangement while we plan future growth.

P.T.
This paper will be of v. gt. importance.  Concessions on public service as bait for acceptance of 2½%.  What happens if 1st is snapped up and 2nd is rejected.  Surely we shd. see this paper in draft.

H.
If 21/2% becomes minimum, won’t it be eroded by arbitn?

J.H.
No.  Engineers may stand pat on nil.

H.
Why?

J.H.
They mean to do so because competitiveness.

M.
Don’t see how they can.

M.
Believe my plan is right for interim.  Wish to discuss with S.Ll.

E.M.
Timing.  Leap-frogging cd. be avoided if all claims settled at same time.

J.H.
V. long-term ques.

E.P.
Ques. on arbitn must be answered.  Will Govt. honour arbitn awards above 21/2% in sectors wh. they control.


Govt. must also decide what offers they will make in public sector.


Will they keep w’in 21/2%?

H.B.
Some flexibility is necessary to growth, for individuals.  Same must be true of wages.  Can’t therefore be a rigid maximum, even for public sector.

Ch.H.
But if Govt. go above 21/2% in public sector, how can they get if inspected in private sector.

R.M.
An average of 21/2% wd. suffice.  If some higher, some must be lower.

P.T.
What does S.Ll. intend on arbitn?

H.B.
Accept award provided not retrospective.  Otherwise, system of arbitn will wrecked.

S.Ll.
Statement.  First part will go no further than H/C. 18 Dec.
End of pause:  meaning.  Can’t say anything now re arbitn:  omit it.



Must have proposal for interim, as basis for discn.  Shall I use both %age and figure?

P.M.
Agree with I.M. – only way out is to increase prodn and earn larger incomes.  That is real purpose of N.E.D.C., which we ask T.U.C. to join.
M’while they ask us what we intend to do re pause.  In present form it can’t continue beyond end/fin. year.  What replaces it?  Ultimately policy of growth on wh. we invite T.U.C. co-opn.  But must be intermediate period of 12 mos. or more – during wh. unlikely to be much more than £500m.
Only in exceptional cases can there by any substantial increase.
Must find means of ensuring tht. no more is drawn out.  Thus, restraint.
Translated into practical terms, average of [21/2% - be refrained from mentioning the figure].

H.              x|
O.K. until you put that into writing & mention the figures.  And what answer will you give to ques. of arbitration.

P.T.
But do you also say all C. Service claims will be honoured?

H.B.
There isn’t much.  2% for P.O. Engineers.  M. rate.  What else?

P.M.
They have higher merit than new claims.

P.T.
But if any are 5% or thereabouts . . . .

J.H.
Are there any?  M. rate is only 2/=.  P.O. engineers 2%.

D.E.
Don’t appear to be putting Govt. economic policy into commn in N.E.D.
Shd we say we have a no. of measures we cd. put in if you help us to get period of wage restraint.

H.
Repeated x/.

P.M.
Better therefore to give £500m. not 2½ %.

C.S.
Repeated y/.

J.M.
Support.  Effect on families of all increased charges in last 12 months plus those of measures taken on Agenda.

S.Ll.
Tactics.  Get them in on N.E.D. planning if we can.  If they won’t co-operate in an interim wages policy, get them to say so publicly.  Then we have clear responsibility for a Govt. policy.

P.M.
Then don’t put the interim policy too plainly.  No figures at all?  At least no %age.  A few millions only.

H.B.
Concern about C. Service unless we can say something definite pretty soon.

S.Ll.
Believe we cd. w’out danger let the dammed up claims go into effect at end of pause.  Say what will happen when pause ends.  But must move on to interim policy.

Ch.H.
Practical ques. remains:  what bearing has this paper on the pending claims of rlways., nurses etc.


Can we hope to get TU.C. into N.E.D. and then at once announce a firm Govt. policy for interim.

J.H.
We cd. deal with pending claims on individual merits & let pattern emerge.

E.P.
Nurses are claiming 30%.  How am I to brief the employers’ side?
They have at least an implied right to arbitration.

H.B.
Believe T.U.C. mght. agree to 21/2% - tho’ individual Unions wd. prob. not conform.

R.M.
Advantage to have T.U.C. endorsement if we cd. get it.

M.
Is it?  No responsibility of T.U.C. to deal with wages.

P.M.
Two issues:   a) Is it better to put paper in general terms, as I indicated:




        or is it better to try to get T.U.C. endorsement of





somethg. like 21/2% for next period?

S.Ll.
z?/  Put 3 alternatives to T.U.C. without the figures in any.


If they rejected all, our field of manoeuvre wd. be clearer.


Cd at least say they had a chance to advise us.

I.M.
Dislike both money & %.  Avoid both.


a./   T.U.C. can’t bind Unions on wages.

P.M.
Must say we are intending to end pause.

S.Ll.
On a./.  This is battle for opinion.   If T.U.C. endorsed any formula, this wd. strengthen employer and effect on arbitrator.


They won’t enter N.E.D. w’out some indication of policy on wages.

H.W.
Support z/.

P.M.
Pause must end if somethg. reasonable can be substituted.


Intentns on p.sector near commitments.


Thereafter not much scope for increases over next period before growth.
Takg. hard cases and dammed up, there won’t be much for others.
How much?  How wd. you put it?  The 3 alternatives w’out figures.
Seek your views on this.  Period:  looks like 1962 (calendar)


2.
Railway Wages.

E.M.
a.
Beeching wdn’t make a “silly” offer.  Wd not start below 5%.

b. T.U.’s wdn’t accept split offer.

c. They wd. suggest arbitn; and wd. ask B.T.C. to promise to honour award.

S.Ll.
Premature to debate this now.  Much depends on genl. talks with T.U.C.
Rlway. Unions are pretty responsible over it.  Mght. delay further if T.U.C. were going along with general talks.

Ch.H.           x|
S.Tel. story came from rlway. unions.  3% from April 1st.

K.
Put that into figure of money under course (c).

E.M.
Mtg. with Unions is 2 wks ahead.  23/1/62.

P.M.
x/ wd. be fair.  How do we approach that?

D.E.
Not solely a wage problem.  Size of deficit is so great.  Can’t reduce it w’out lower seat of operation, & improving efficiency by enabling him to raise standard of employees.

I.M.
c) means safer than arbitn.  On latter we wd. have to promise to respect award:  the men wd. not.  If sensible award, men wd. strike.


Wd Beeching play on c)?


Limit cost of award to Ty., but let him make up whatever balance he may need by economies & greater efficiency.


3.
Miners’ Wages.

R.W.
Miners’ claim will now come before rlways.


Rubens will decline concession on hours:  but wants to make offer on pay related to some date in spring – prs. March.  7/6d on £9.10.0. if piece-rates are held.  £15m. in all.  About 21/2%.
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1.
Post Office:  Work to Rule.
[Enter  B-C., E.P.,







   P.M.G.

P.M.G.
No effect on telegrams & telephones.  Posts patchy.  Provinces little 



diffy.  In Ldn. (Mt. Pleasant) 1½ days.  Diverting outside Ldn.



Also declining bulk postings.  Posn to-day better than Saty.  



Little public disquiet or criticism.


Before work to rule had promised to negotiate on pay research reports.



Declined immediate award.  Union mtg. Thurs. to discuss future



action.  Help to moderates if indicn of end/pause given by S.Ll.



as Wedy & talks by H.B. with C.S. assocns.


No negotiations until work to rule is called off.  Any award to be



post-pause.

S.Ll.
This is not result of pause.  Research unit wd. not have reported 



until spring.  Can’t we separate it.

J.H.
No.  Reasons are connected with our limitn on arbitration.

I.M.
i)  Odd to be paying overtime.  ii)  Need we take special steps e.g. over



football-pool coupons.  Delay there wd. help to put public



opinion v. the men.
P.M.G.
Serious break-down in mails wd. discredit Govt.

D.S.
Would it?

H.B.
Need to explain facts of dispute to public - & why claim can’t be met.

J.H.
Union will be influenced by S.Ll. progress with T.U.C.  R. Smith is



good man.

Ch.H.
Diff. to dissociate this from pause.




Agreed:   Ch.H. to present facts to public.







[Exit  P.M.G.


2.
Government Expenditure.


a)
Estimates for 1962/63.

H.B.
Para. 4.  Figure of £150 m. shd. be £200 m. – further Supplementaries.


But figure of £110 m. still stands because pledge did not take



Supplementaries into account – viz., above Estimates not



out-turn.

Ch.H.
“In real terms” = pay & prices.  The £50 m. in general grant for 



teachers’ wages does not count against us.

H.B.
No.

P.M.
W’out action Estimates wd. be 4½% above – 2% above pledge given



to Parlt. and to I.M.F.


Vote on account is deadline for announcement.  It cd. be p’poned 



until end/Feb. – to give us 6, vice 4, wks. to reach condns.

Hail.
Only estimate reduced is that for civil science.

H.W.
Defence Budget is w’in the 2½%.  £46 m. in real terms.

H.B.
Grateful for that.  Estimates reflect many Dpl. cuts in p’mmes to



come w’in the 2½%.  This will have to be brought out in



presentation.


b)
Public Expenditure 1962-65.

H.B.
Unless we can survive next 2 yrs. no point in planning for ‘70’s.



If we can’t show in this Budget tht. we have this under control,



we can’t hope to save £.

D.E.
Annex A of C(62) 3 stems from date before we had decided that wage



restraint was main objective.  Para. 12(c) is wrong:  if we can’t



get that right control of public expre won’t suffice.

                    a)
Expre may be so high tht. taxation is disincentive to enterprise.



Momentum is said to be so strong tht. threatens to get out of



hand.  Actually wages restraint is more important – itself a large



propn of increase in p. expre.

                   b)
Para. 20.  Debt interest:  £135 m. increase.  Sole mention of this – no



explanation.  Why leave out of a/c.  If we got a growth policy



going, f. investors need not be ????? by high interest to keep



their money here.


Memo seems to be based on assumptn tht. we shan’t get successful



incomes policy or growth policy.  We shd. be planning for 



higher figure of G.N.P.

H.B.
We shall have to work hard for 2½-3% growth in G.D.P.


Annex is on optimistic basis – para. 10(i).  Can’t rely on more than 



3½% increase in exports.

D.E.
Don’t believe cuts requd to fulfil pledge will help twds. growth.  Won’t



encourage exports.  Volume of home sales needs to be expanded 



for that purpose.

S.Ll.
10% increase in 59/60.  But p. expre ran away & exports fell.

D.E.
But we had £700 m. increase in incomes.  That is the thing to go for.

S.Ll.
Due to large demand – partly due to p. expre.

H.B.
D.E. line is logical if we are ready to increase taxation.  Are we?

M.
Support D.E.  Order books are going down.  Can’t separate home &



export prodn.  If you restrict first, second won’t expand.


Wages are basic to this.  They explain rise in p. expre.

R.M.
Pull of home market does affect b/p. both by attractg. imports &



reducg. exports.

H.B.
How expect exports to prosper when we increase taxation & draw



more brains into public sector.


Increase of consumptn 7½% in money & 4½% in real terms (reply



to M.).


Unless we get increased exports, increased growth at home leads to 



more imports and b/p. crisis.

E.M.
Some of the 42.5% is more productive than others:  e.g. roads is



productive, rail is not.

H.B.
Ministers must then be ready to cut non-productive expre.

R.M.
C. Market will make us more competitive.

H.B.
But m’while there are 3-4 yrs. to get thro!

D.E.
If 3% growth is best we can expect, and if incomes rise by 4% or more



(recent average) we must devalue anyway – whatever may be 



done on p. expenditure.

Hail.
Does control of p. expre assist or frustrate that effort?

P.T.
Why exempt natd indies?

H.B.
Not wholly:  but to extent of W. Paper policy.



Also because they (e.g. electricity) are essential to growth.

H.B.
Ty. have bn. helped to curb this.  E.g. roads:  30% cut on desired



p’mme accepted.  Have bn. trying to get supportable total.


Won’t S.Ll. have to say soon how he is getting on with long-term plan.

S.Ll.
Thght. Cab. agreed we shd. try to restrain p. expre w’in fixed



proportion of G.D.P.  Necessary to preserve some discipline.



Balanced budget of last year already blown away - £200 m. slip



in each of last 2 years.  We have this again, posn will be v. grave.

H.B.
Supplies are not due mainly to wage increases.

R.M.
Some methods of restraining it handicap growth.  Some cd. stimulate



wage claims.

H.B.
Not as much as threatened.  High emplt. is much more potent factor.

E.M.
Ship-bldg., which is in effect in C. Market, has not bn. stimulated to



efficiency by that competition – only moved when order-books



shortened.  Not sure effect of that is wholly bad.

H.B.
Annex B. shows gt. increase in S. Services under Tory Govts.



Main lines of that can go on.  But must find means for it by



holding back some p’mmes. – cf. non-essential parts of those



Services.  Unless we are ready to say taxation must rise.


3.
Investment:  Education.

H.B.
Have settled N.H.S. (incldg. hospitals) on 2½% basis.  Road p’mme –



announced.  Discussing Housing.  Broad agreemt. also reached



on minor p’mmes.  Out-standing ques. = education, & M/E.



needs earlier decision (for 63/64 starts) than some others.


63-66.  Doubt if we can do more than £121 m.  Even that is generous



in view of start educn had over roads, hospitals etc.

Ch.H.
62. reduction from 110.000 to 100.000 accepted (by H.B.).  Still in



discussion of ’63., where I want to revert to 100.000 houses to



make some impact on slum clearance.  Housing is becoming



explosive politically.


Hope to consider total housing load on economy:  private & public.


Shall submit my problem to Cab.

J.M.
Agree on pol. troubles ahead in Scotl. because private bldg. did not



grow.

Hail.
How do you equate educn & housing.

J.M.
My problem on schools is difft fr. E. & W.

D.E.
Fwd. programming has bn. built in to school bldg.  Pushing starts



fwd. need public announcement.


My memo. assumes genl. agreemt. tht. training college & techn. educn


bldg. can’t be cut at all:  & that all redns fall on schools.  H.B.’s



memo. spreads slow-down over whole p’mme.  I have already



in July pushed training coll. fwd. by one year – w’out



announcement fwd. now have to announce a 2 yr. slip.

H.B.
Para. 4 of my memo.  Training coll.:  peak of starts has bn. passed.



I favour £5 m. p.a. starts as cpd. with £6 m.  Marginal effect on



output of teachers.  Further educn:  £15.7 m. continuing vice


rise progressively to £22 m.


“P’mmes announced” – but only provisional, 18 mos. ago.

D.E.
Benefit fr. any slow-down wd. not be worth-while.  Outcry wd. be



much more than gain.  Pledge re classes:  training colleges.  On



techn. educn the bulge is due to C.A.T.S:  inconsistent with



policy of growth.  Thus, all cuts must fall on schools.  L.e.a.’s



ready to go ahead.  I shd. have to make announcement going 



back on Wh. Paper of ’58.  In informed circles it is said tht. rate



of investment is already too low.  Lowest figure I cd. accept



w’out public announcement is £131 m. average for next 3 years.

H.B.
Other Ministers have had to adjust p’mmes publicly.



Present 3 year average is well below £131 m.


Only in v. long term is education investment conducive to growth.

D.E.
Really?  A level nos. are growing faster than no. of teachers.


4.
Nutritional Services.


a)
Cheap Milk.

E.P.
Wish to press for concession to 3-child families all under 5. 



Nutrition experts wd. then say there wd. be no risk.  Cost £1½ m.



Adminve complications.

H.B.
Ready to make this concession.  £17½ m. net assumed in memo., has



risen to £20½ m. because change in price of milk.  Tho’ we 



shdn’t get full benefit in 1st year.

J.B-C.
Cdn’t get it in operation before mid-summer.

Hail.
Hope we shan’t keep nibbling at this.

E.P.
Nutritional posn of largest families is unlikely to vary over next few



years.  It wd. in future be confined to precise nutritional risks.

J.H.
V. bad moment for this.  Will be politically v. embarrassing.


b)
School Meals.

D.E.
Can’t say that education wd. suffer.



It means 2/6 extra for each child at school.  Will be



misrepresented at a time when we are seeking wage restraint



(and reducg. surtax).

M.
Unfortunate to do this when we are trying to keep incomes down.


c)
School Milk.

D.E.
We cd. save £870.000 by w’drawing free milk from independent



schools.



Political trouble – mainly from our own party.


d)
Family Allowances.

S.Ll.
This might be a runner in reln to relieving lowest level of income-tax



payers.  There is a taxation justification for that.

J.B-C.
But wd. Sharpen differentiation v. Poorest, who get ch. allowances net.

I.M.
Redn of 8/- p.wk in millions of families – at time when we are seeking


wage restraint.
J.B-C.
If this is to be pursued, I shd. want to put in a memo.

I.M.
Also requires legn.

J.B-C.
V. wide-ranging legn.
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16th January, 1962

1.
Laos.

[Enter  M.R.

H.
Geneva Conf. succeeded.  But Princes can’t agree.  Phouma’s proposed Cabinet is acceptable to U.S. – but Phoumi won’t accept.  Co-Chairmen have called 3 Princes to Geneva.  If he is still obdurate, all we can do is to send him back with Mr. Macdonald to confront King.  No other possibility.  If it fails, fighting will be resumed.  U.S. are now putting real pressure on Phoumi.

P.M.
A year ago we promised to support armed intervention.  But then we were able to secure change in U.S. policy.  It will be diff. to go back now to support of SEATO intervention.  We aren’t bound by our old commitment.  We might make that clear to U.S.

H.
Will submit memo to bring Cab. up to date.


2.
Congo.
H.
Bit quieter.  Exchange of prs. (K. & Congo).  Due mainly to fact that 2 sensible U.N. officials are on better terms with J.  Must press U.N. not to move Urquhart:  Smith already moved.


Kizunga opn went well.  U.N. troops stood by but didn’t have to intervene.  K. now out of picture.


Promising if T. sticks to Kitona pact - & if U.N. refrain from hunting mercenaries by force.

E.H.
M.T.’s aim:  to promote conciln & work twds. w’drawal of U.N. forces.  But he has to keep assuring Afro-Asians that he will continue to carry out resolns.

H.
Need for police vice troops.  Nigeria might help.

H.
U.T. drafted bad lr. to R.W.  We asked him to refrain fr. writing & give us name of his repve which we will pass on.


3.
Indonesia.
H.
Raid y’day, intercepted by Dutch.  But there have bn. similar raids before.  Might be start of fighting.


We must now suspend [deliveries] licences for arms exports.

M.
Shd we suspend or revoke?  Second course wd. involve publicity.


Cdn’t m’tain suspension beyond re-assembly of H/C.


Agreed tht. we grant no new licences.

P.M.
Gannets:  due to go 17/i.  Also:  engine which is spare to those & they have taken delivery but no export licence granted.

H.
Awkward to let these go now, when fighting may be about to start.

M.
A no. of other countries have publicly revoked licences.

H.W.
Gannet has an offensive capacity.

M.
Last 2 of order of 16.

P.M.
Recommend:



i)
we grant no more export licences (for arms).



ii)
suspend or cancel licences (for arms) granted but not executed.



iii)
let Gannets go, on basis that Indonesians already own them.


Then try to limit publicity to i) and ii):  as temporary measure until situation clears – in terms of war-like stores.  The spare engine for Gannets shd. similarly be allowed to go.


4.
Berlin.
H.
Concln in memo. somewhat speculative.  But impressed by permanent “frontier” between W. Berlin and E. Germany.  May be that, having sealed off W. Berlin, they will lose interest in negotns.  Not sure which way they will play it.  Grom. was v. tough in 2nd talk with Thompson.  But not sure.  There are other matters wh. do interest R. e.g. sovereignty of D.D.R.  Next step:  see if U.S. will agree tht. T. shd. open up on some of these & see wtr. R. respond.  If they don’t, may mean tht. R. prefer status quo for time being.


Our immediate aim:  persuade U.S. to agree to a 3rd interview by T.

M.
Weakness of our position – based on continuing mil. occupn, which ultimately makes no sense.

S.Ll.
Pity T. isn’t free to canvass more freely.

P.M.
Because of commitments we have accepted to F. and G.

H.
Choice:  go on with talks over months or call a F.M. mtg.  Wd need to be sure how far we cd. get in latter.

P.M.
Remember:  Br. people wdn’t willingly go to war over W. Berlin.  Nor does Mr. K. wish to do so.  But risk of Genl. Clay & contingency planning – may get us into v. real diffies.  Who is going to bill that cat?


If K.’s position is being eroded, it may be better to do business with him while he is still available.  Alternative would be worse.

H.
Can’t risk letting these talks get quite bogged down.

S.Ll.
Cd co-Chairmen for Laos meet to discuss that & swop views on this?


5.
Incomes Policy.                  [Enter  E.P., P.M.G., R.W. & Thompson.


a)
Arbitration.
S.Ll.
As in memo.


Third course.  With no attempt to define comparability – tho’ I fear that in full emplt. Comparability in full sense isn’t tolerable.  We must concentrate on trying to create atmosphere in which arbitrators will need natl interest.  If that fails, we may have to go back to course 1.

H.B.
There wd. also be reservation v. retrospection.


We retn to public service, para. 5 of C. 10.


My informn is tht. I shan’t be pressed to-day on 4(b) if I can give assurance on 4(a).

P.M.G.
National interest shd. be put fwd. in negotns & in arbitn in C. Service, tho’ that does encroach on full comparability.

M.
Need for care in formula about relation to increased prodn.

H.B.
I shall stand on S.Ll.’s M to T.U.C.

J.M.
Para. 7. of C.10.  Diffy here.  Shall encounter injustice if this is rejected.

H.B.
Shan’t face it at once:  for non-industrial C.S. have no claim over 1 year old.

J.H.
Support papers 9 & 10.


But first aim must be to get private sector on right lines (so that comparability may become manageable).

H.W.
Service pay.  Period for review:  up to July ’61.  Proposals shd. be publd in Feb.  On true comparability:  4% for officers = 14% o. ranks.  Tho’ for 2 yrs., latter is larger.  Recruiting trend must not be reversed.  By part debates we are deeply pledged to comparability.  Shd like now to discuss with Ty. Ministers.

S.Ll.
Yes:  on basis of memo. agreed between Ty. and M/D. officials.

P.T.
Danger of our policy:  wd. collapse at end/pause.  If it does, v. serious criticism from Party.  Memo. proposes to revert to arbitn:  tho’ national interest is to be argued.  Look at proposals which are ahead in natd indies – 4% and more.  If these went to arbitn, no matter what Ty. say in civil service cases, no hope of 2½% average.

H.B.
“Go back” to arbitn.  We have never w’drawn it, even in pause.  V. drastic to do even more in following period.  If we tried to do so, no chance of getting T.U.C. to join N.E.D.C.




…………  [5 minutes not heard.]

S.Ll.
In natd indies we shd. try for 2½%.  In coal mines we shd. try to get award representg. 2½% over industry as a whole.

R.W.
Somethg. between 2½ and 3% overall wd. be tolerable to N.C.B.  But diff. for them to decline arbitn if men ask for it.

P.M.
We must avoid that.  He can’t reject award if made at arbitn:  but he can refuse to have arbitn.  He must refuse - & face a strike if need be.  Agreed.

S.Ll.
Gas.  Electricity award = about 5%.  Gas normally follows.  Gas Bd. want to avoid trimmings & wd. like to offer 4% on hourly rate.  I have suggested going to arbitn & trying to get less than 5%.  They are reluctant because tradition to reach negotiated settlement.

R.W.
Might persuade him to offer small figure & then go to arbitn, so long as he can rely on Govt.’s view of what is permissible in national interest.

S.Ll.
Am seeing him this week & will press this strongly on him.  Gas industry is only breakg. even:  cd. not afford more.

E.M.
Railways.  B.T.C. sees Union Tuesday.  No strike w’out arbitration.  Neither side bound to accept award.

E.H.
But ’58 they struck w’out arbitn.

S.Ll.
Can’t authorise B. to offer 6%.  Alternatives i) offer nothing & suggest arbitn.  This wd. handicap moderate T.U. leaders.  ii) Make small offer, not above 2%, and go to arbitn w’out saying in advance we wd. accept award.

M.
Beeching won’t do that.

S.Ll.
But we have more evce now of Unions’ views.  Viz., tht. they don’t expect much & aren’t willing to strike.

P.M.
B. not willing to make derisory offer.  If we require him to do so, he may resign.  But wd. he operate on “banker’s limit”?

E.H.
Diff. if known to Unions tht. B.T.C. think they shd. have more.  They wd. then go to arbitn, at which B.T.C. wdn’t fight v. hard.  First arbitn since we accepted Gilleband – and evident now tht. we don’t for a limit is not consistent with that.

S.Ll.
Addl supplementary for rlways, bringing total to £155 m.

M.
Unreal to suggest there’s no more money:  obviously there is, in Ty.

J.H.
Agree with S.Ll.  Posn  has moved since last talk with B.  Reason for him to take a more ‘national’ view.

P.M.
Can’t we now persuade him to try for settlement at 3%.

P.T.
Great danger in arbitn:  B. who thinks 6%:  Unions askg. 12%:  and tribunal with t. of r. invitg. Gilleband solution.

E.M.
Can’t hope to hold rlways. back when gas already gone ahead:  for rlways. are already too far behind other natd industries.

P.M.
It cd. be managed if rlway. wages were not on national basis.  That cd. be brought out in arbitn.  Pave the way for getting away from national rates.




Try to get him to seek settlement at 3%.




If he won’t, put course (ii) above.


Busmen.
S.Ll.
Play this out until result on rlways. is known.

E.M.
I agree.


University Staffs.
H.B.
Last increase Jan. ’60.  U.G.C. dissuaded a year ago from putting in further claim because of teachers’ claim.  They eventually submitted in July recommn for 17% from Aug. 1961.


One thing clear:  any increase shd. date from Aug. 62.


Ty. view on merits:  case for 8 or 9% tho’ U.G.C. wd. not endorse much less than 17%.  E.P.C. divided:  majority felt that Univ. expansion shd. be jeopardised rather than wages policy:  not more therefore than 3%.  Ascertained tht. U.G.C. re-action to that wd. be as set out in memo. paras 12-13.  Stress para. 13.  U.G.C. also said Robbins shd. be informed in advance.

R.A.B.
Element of pre-pause commitment.  Teachers and C.A.T.S.  Views of Murray, who is reliable.


What about para. 10. – 3% rising over years to 9%.

H.B.
Murray thinks that is worse.

P.M.
Competition with C.S.

J.H.
Agree:  my informn is state Universities are not yet in diffy over recruitment.

E.H.
They made the same noises 2 yrs. ago:  and tho’ we didn’t do all they asked consequences did not follow.

Hail.
56% increase in teachers over 8 yrs. is plan.  No chance of getting these numbers if C.A.T.S. pay more – let alone C. Service.


Importance of securing University expansion.

J.H.
17% wd. be reverting to full comparability.  Wd wreck general policy.

H.B.
My plan = 50% redn in U.G.C. claim.

E.P.
If 8% offered, Health Ministers can’t get [l.a.’s] to       [Enter  K.


Offer 3% to nurses.

H.B.
Nurses last increase was only 1 yr. ago:  & comparison is with non-graduate teachers.


Easier to present this as rounding-off of award to teaching profn & separate from manual workers.  Necessary for expansion p’mme.

S.Ll.
Presentn of 9%:  say that it wasn’t part of pay pause, but of teachers.  Two stages.

R.A.B.
Argument suggests there is more in my plan of 3% now rising gradually to 9%.

Ch.H.
If real argument is recruiting, escalating scale is valuable.

R.W.
Can we present it as pre-pause commitment.

S.Ll.
No.

R.A.B.
But they may bring it out, critically.
C.C. 6(62).




18th January, 1962.


1.
Incomes Policy.     Railways.   [Enter  E.P., R.W.,   P.M.G., M.R.

S.Ll.
Other claims are being postponed.


B. Feels tht. on comparability nothing less than 6% wd. be 



justifiable, and he is unwilling to offer less.  He wd. like to see 



the claim p’poned:  and this cd. be explored.  But we must put



Govt.’s view in writing to B. - 2½% average & this is basis on



which this claim must be handled either in negotn or at arbitn.



He wd. prefer to be free to tell the men tht. he himself wd. have



liked to offer more.  But he will say they must lag behind because



of state of rlways:  & if they raise recruitment he will reply with



argument v. national rates.  Latter wd. be useful in arbitn.

E.M.
Will see B. this p.m., with M. and J.H:  ask him to seek p’ponement 



until end/March – try to get Unions to agree.  Danger of it –



unofficial strikes.  Then discuss terms of proposed letter & 



ascertain wtr. he wd. like to have it before or after he has seen



Unions.

P.T.
At what stage does Govt. say it won’t honour an arbitn award



inconsistent with their view of national economic interest.



Must make that clear before arbitn starts?

S.Ll.
The Union won’t bind themselves to accept award.  Nor need we?



This cd. be got across in guidance to Press – w’out formal Govt.



announcement.

Ch.H.
S.Ll. hasn’t yet publicly come down between his 3 alternatives in lr. to



T.U.C.  Is this lr. to come down in favour of 1st alternative, in 



terms of 2½%.  It forces this issue.  How otherwise can we give



guidance?

M.
Copy of this lr. will go simultaneously to Union.

I.M.
It will clear tht. B. thinks the offer shd. be higher than Govt. direction.



This suggests we shd. direct him to offer nil.  Won’t surprise



anyone tht. B. thinks it shd. be more than that.

J.H.
Dangers of p’ponement  i) unofficial strikes  ii) public will deduce tht.



Unions have agreed because they believe they will get a better 



deal in April.

P.M.
These dangers wd. be less if delay were shorter e.g. end/February.

E.M.
I fear negotn or arbitn under duress of unofficial strikes.

Hail.
Offer from B.T.C. of delay = promise of more later.  Dangerous.

P.M.
In lr. avoid direct instn to offer 2½% (because at arbitn


that wd. be almost bound to lead to higher award).



Aim shd. be to get to arbitration w’out any offer.


2.
Nuclear Tests.


Tels. to W’ton. 135/6.  From W’ton. 457/8.  To W’ton. 164.

P.M.
Mr K. still hopes to avoid further tests.  But pressures of p. opinion &



mil. & some scientific opinion favours them.  He wants therefore



a loophole for escape but wishes to make prepns.  For us it wd. be



a better posture to say now they are military necessary but before



we do it one more attempt to halt the race.  Rather paradoxical



situation.


My formula attempted to reconcile this.  Amendment in para. 3 of



W’ton. 164 goes round in a circle.  We cd. accept ‘would justify’



vice “justifies”.

H.W.
Already division in scientific circles, even in U.S., one ques. wtr. 



further tests are military necessary.  We may be defendg. decn


v. b’ground of U.S. statements are not necessary.  We can’t make



our technical case in public.

P.M.
If we agree to Xmas I., & Mr K. eventually decides to test, we can’t



veto.

C.S.
We shd. do it only if obliged to do so.



Factor, places oblign on West, in default of para. 2, to hold 



further series.

P.T.
More than drafting.  Mr K. wants to prepare, while reserving ultimate



decision.  We can’t avoid therefore leaving decn to the U.S.

I.M.
?Tell Mr K. tht. he has our full assurance tht. we will support a decn


by him to test:  but it must appear to be a joint decision.



Then announcemt. cd. be restricted to decision to prepare



Xmas Island.

P.M.
Accept Rusk’s wording.  Suggest we shd. say publicly it will be a



joint decision but private assurance we wdn’t veto.

P.T.
This is a v. big moral decn.  Only 8 wks. to
[Enter  H.   Exit  S.Ll.



prepare Xmas Isl.  Wiser therefore to promise now to let U.S.



have it if they decide to do the series.

C.S.
Supported this view.

P.M.
After further discussion – accept U.S. words for para. A. & putting



“present” vice “joint”.


Then I wd. say that U.K. Govt. have decided this wd. be justified.



If then Mr K. decided it wasn’t necessary, I cd. defend that as 



a new position.
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23rd January, 1962.


1.
I.C.I. and Courtaulds.
[Enter  M.R.

P.M.
R.A.B. prefers to dissociate himself from Cab. discussion.

F.E.
I.C.I. disclosure of 18/12 caused C. to break off discns for merger.



I.C.I. then announced take-over bid.  Saw both sides to show



Govt. altertness.


Our policy so far has bn. one of non-intervention.  No powers.  



Private enterprise knows its own interests best.  Took that


line over Press, but had to concede R. Commn.  Public interest,



tho’ difft, here too – even on on our side some uneasiness.  Shd


we because of this modify earlier policy.



Welcome views.

M.
Unfortunate ‘image’ of private industry.  Pity when firms can’t agree.



Better face this (? do nothing).

I.M.
No validity in argument tht. this paves way for natn.  I.C.I. is ripe for



it anyway.  Came up in last election:  did us no harm.


Public opinion:  influenced by C. Market, for which larger units are 



better.  Don’t intervene.

K.
L.P. referred to this in H/L. on 20/12.  Agree with line he then took.



Monopoly condns existed before this deveopmt. occurred.



Mon. Commn too small to deal with such large issues.



C. Market argument is valid.  We shd. not rush in.
S.Ll.
Agree re natn and monopoly.  On terms of offer Govt. did not



pronounce.  But feeling tht. Govt. shd. satisfy itself tht. this not



contrary to natl interest.  Yet how can it do this?  Enquiry wd. 



take too long.

D.S.
V. dangerous for Govt. to take on oblign to express a view on mergers.



Where wd. you draw the line?  Prefer to rest on Monopolies



machinery, which cd. be invoked after merger.

P.T.
Right for F.E. to inform himself.  But diff. for Govt. to judge the



merits.  I.C.I. case if arguable:  no justificn for us to express



dogmatic opposite view.  There wd. be nil for M. Commn to



consider until about 3 yrs. after a merger.

J.H.
Govt. look stupid if they have no view.  Sympathise with S.Ll.’s 



suggn.  Can’t however suggest what our view shd. be.



This is not helpful to wage restraint or to ec. planning



proposal.

Hail.
If anything contrary to public interest emerged, powers of modern




State are sufficient to deal with situation.

Ch.H.
Mon. Commn procedure isn’t v. good – no power to act in advance, 



need to wait some time before enquiry, no power to enforce 



action.


Jenkins’ Cttee?

F.E.
No report until April:  then only techniques of take-over.

P.T.
Duties 20-30% wd. enable us to break up monopoly if we thght, it



right.

E.H.
Attitude to monopolies & size of firms will be greatly changed by



C. Market competition, whether we are in or out of it.

P.M.
Better if opinion realised what problem is.  Nothing to do with 



Clore type of transaction.  Exposition of technical issues



at stake.


Courtaulds don’t in fact dispute the main case – or they wd. not have



considered merger in first place.  If the argument is over terms,



we need not pronounce on that.

F.E.
Cd I say:  after aid of 2 assessors at mtg. with both cos:  nothg. 



contrary to p. interest or somethg. else.  At least wd. show



we were not disinterested.


Mght. lead to I.C.I. reverting to policy for agreed merger.  Some



indications tht. Courtaulds mght. be willing.

Hail.
There will not be enough evidence to warrant Govt. in expressing a



definite view.

D.S.
F.E. wd. be assumg. function of M. Commn – in a half-baked way

M.
Don’t have 2 assessors.  If further conversations, keep them informal.


(V. complex:  doubt if F.E. will understand it.)

P.T.
Dangerous precedent.  Shd be pressed to do the same in other cases.

S.Ll.
Don’t want Govt. to pronounce wtr. this is good or bad.



But desirable tht. Govt. shd. satisfy themselves, by further 



enquiry, that there is no reason why we shd. intervene.

D.S.
It is not a responsibility of Govt. to decide what is the most 



efficient way for private enterprise to conduct its business.

P.T.
Further conversations wd. affect movement of share prices.

D.S.
And result wd. pre-judge any eventual reference to M. Commn.

P.M.
Let F.E. circulate drafts of statements – one continuing



to suggest further conversations and the other not.



We can foreshadow a statement in H/C. “shortly”.



Ask I.C.I. to submit in writing their technical case for



a single unit.


2.
Indonesia.


[Enter R.A.B.

H.
Read draft statement.

Hail.
‘Stop’ or ‘suspend’?

F.E.
Must revoke licences.

S.Ll.
That ‘suspends’ exports.

P.M.
Then say “suspend”.  Make plain in answer to Supplementary that



method will be revocation of licences.


3.
Laos.

H.
Since memo. sitn improved.  3 Princes promised to produce national



delegn to Geneva by ½.  Phonma likely to produce natl govt. –



agreed any dispute over p’folio can be resolved by King.  Risk



tht. Phonmi may cheat.


Not anxious now to be precise with U.S. in last para. of memo.



10(i) and (ii) will now suffice:  in conversation in W’ton: 



no message.


Believe now it will be more diff. for Princes to frustrate a settlement.

P.M.
No formal message.  Amb. cd. talk gently to Rusk tht. it will be diff.



for us.  Or, better, thro’ Bruce.


4.
United Nations:  Finances.

[Enter Perth

a)
Contribution to Congo Operations.

H.
We must continue our contribn – at least while Int. Court is 



considering the reference.

S.Ll.
Month to month, in arrear, and holding back equivalent of services



rendered.

P.M.
None of Sec. Council members pay – save U.S. and ourselves.

H.
Only possibility of doing otherwise wd. be if C. operation had to be



condemned by us.

Hail.
At least until Ct. decided, overwhelming case for continuing to pay.

P.M.
But remain free to dissociate ourselves from the operations and then


decline to pay any more towards them.


b)
General Finances:  Bonds.

H.
Mr K. has identified himself with plan to get $100 m. from Congress.



U.S. percentage 32%:  ours 17.5%.  If we do that share = $15 m.



They have asked us to buy $25 m.  Practical alternatives as in



memo.  I strongly favour $12 m:  that will give us some influence



with U.S.  We cd. space it out up to ’63.

                    x|
We cd. say we can’t repeat this & do it on understanding tht. U.N.



puts its house in order before ’63.

I.M.
Uneasy over H/C. re-action.  But, as U.S. put it to us, we can’t



decline to contribute.  We shall be attacked for this.

H.
Surely x/ will help.

Hail.
Must be once-for-all.  Must be conditional on U.S. getting approval.



Subject to that, I agree.

S.Ll.
If it’s a once-for-all, I wd. favour $12 m.  At $10 m. we shd. be 



pressed for more.

P.T.
We have no oblign here.  It’s a phoney proposition.  Put more pressure



on U.N. to put house in order.

K.
If we want U.N. to continue:  if we want U.S. to get Congress to 



subscribe:  then U.N. collapses.  That is not our policy.

M.
Morally bound to support this organisation financially if we belong 



to it.

J.M.
Yes:  but hope we can look at its future some day.

R.A.B.
Morally bound.

H.W.
Must assure our supporters tht. we also mean to try to reform U.N.

D.S.
Must also have a row in U.N. over defaulters.

H.
No moral oblign beyond this year.  Must have time to re-organise it.

P.
Cd we offer “up to $12 m.” & make full payment conditional on



“better behaviour”, especially over Congo.

E.H.
Influence in U.N. – important to our Colonial policy etc., over next



4 years – depends on our retaining U.S. support in U.N.

P.M.
Next 6 wks. in H/C. will be critical.  Is this the moment?



Half-Agreed in principle:  P.M. to consider timing, 




and conditions.
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25th January, 1962.


1.
I.C.I. and Courtaulds.
[Enter  M.R.

F.E.
Alternative drafts.  A. wd. cause immediate row & show Govt. 



powerless.  B. wd. avert that, but land us in a row 2 wks. ahead if



I then seemed to have no firmer opinion on the merits.


On balance, favour B.


On powers, we wd. technically be able to revive Control of Borrowing



Act – cd. prohibit issue of shares.


Jenkins, however, will say tht. take-over bids & mergers are essential



to growth of national economy.


Other mergers are under discussion e.g. Charringtons.

P.M.
Ignore personalities & current conflict.  Concentrate on merits:  is this



in national interest.

M.
Mistake to promise (as in B.) that we will pronounce after discussions.



Tho’ I prefer B.  For A. implies tht. we dislike I.C.I. pressure on



Courtaulds.

I.M.
Avoid pronouncing what is & what is not in public interest.



Prefer A. – re-worded so as to avoid green light for I.C.I.



Don’t promise talks.

Hail.
Favour posture, not words, of A.  B. suggests there may be a Govt.



position in this:  there isn’t.  There is no natl reason yet why we



shd. intervene.

H.W.
Against intervention.

E.H.
Favour this merger, in natl interest.  Against enquiry.  Bad precedent.



Non-intervention, with bias twds. either company.

H.
Agree.  Clear we shan’t intervene.

K.
We shd. not intervene.  But worried at reception of such a policy by 



Party.

S.Ll.
Not yet in posture where we cd. say we won’t intervene.  Favour B.



Tho’ agree tht. we shd. ultimately decide not to intervene.

H.B.
Our position shd. be as positive as possible.  We shd. not intervene,



but shd. be seen to take time to reach that concln.

D.E.
How big has a merger to be before oblign on Govt. to look into it &



decide wtr. to intervene.


All intelligent people in City wd. see that this was a bluff.

P.T.
This has brought to a head pressures on mergers which we shan’t be 



able to ignore.  Against intervention in this case.  No powers. 



Monopolies Commn useless.  Against Govt. expressg. opinions



which they can’t enforce.


Add to statement references to i) consumers  ii) use of tariffs.


We may be forced eventually to consider takg. powers on mergers –



after Jenkins reports.

J.H.
Against intervention, but support S.Ll.

E.M.
Prefer S.Ll.  B. – adding x/ “especially on technical & research 



aspects”.

C.S.
We can’t judge public interest here:  don’t pretend we can:  false to



suggest tht. in a little time we could.

Ch.H.
If we cd. isolate x/, & if we cd. see what judgmt. we cd. form on it,



I mght. favour S.Ll.  But I see no hope of that.



If we really believe we shan’t intervene, better take that line



soon.  No advantage in delay.

D.S.
We shall get into deep water if we start expressing views on mergers.



This one is prob. in natl interest, esp. because of C. Market.


Two public interest aspects i) monopoly:  no real danger because



increasing internatl competn.  ii) efficiency:  we aren’t 



competent to judge.  F.E. won’t be any the wiser for further talks.

J.M.
Agree with Ch.H.  If there is need for further mtgs. with Chairman,



hold them w’out this preliminary statement.

S.ll.
Probe reasons for change of attitude of Courtaulds.  P’pone any



statement m’while.

E.H.
Delay is not advantageous.

Hail.
Esp. when we are not really doing anything – we are not.

M.R.
If Govt. are coming down on non-intervention, sooner they say so the



better.

P.M.
As no powers, better say so soon.



Before Election, we must have a philosophy on it.



Make statement early next week (Tuesday):  non-



intervention.



No harm if B/T. appeared to have bn. getting further



informn m’while.



Re-draft statement so as to suggest some foundations for 



a new philosophy.  I.M., M. and P.T. to help F.E. in



its preparation.


After further discussion – better prs. to have short statement


indicatg. tht. after going into it all we see no ground to intervene.


Reserve wider considns for debate.


F.E. appeared to dissent.
                      *Better to give Chambers & H. Williams another opportunity to make



any repns.


2.
Parliament.

[Enter  R.A.B.

I.M.
Mon. 29/1.  Economic Policy debate.  Will include wages



policy.  J.H. & H.B.


Mon. 5.2.  Debate on U.N.  H.’s speech.

S.Ll.
If Mon. debate is on industrial relations, Ty. Ministers might 



disengage.



Shd. not I.M. speak?

P.M.
Prefer that:  widen the field, beyond the details of wage claim.


3.
Economic Situation.

S.Ll.
Reply of T.U.C. on N.E.D.C.  Satisfactory.


4.
Government Expenditure.

[Enter E.P., J.B-C.







[Exit  E.M.

H.B.
Large rise in Estimates.  How are we to present these?  Whatever decns


on milk & meals (which need not be taken to-day) we are well



above S.Ll.’s pledge.  Long-term decisions are even more 



important.


Real need is to avoid commitment to forward expanding p’mmes.


Urgent ques. here:  education:  because M/E. is overdue in telling 



l.e.a.’s what p’mme will be for 1963/4.

K.
Any chance of fulfilling S.Ll.’s 2½% pledge.

H.B.
No.  £36 m. on meals & milk.  No other policy decisions in view



which wd. close remaining gap.  Confidence in £ must therefore



rest on apparent success in bringing forward expenditure under



control.

D.S.
What was basis for pledge?

S.Ll.
Assumed a lower transport deficit, and less expenditure on 



agriculture.  These 2 developments have knocked the props



from under it.

Hail.
The big stuff seems out of our control.  Those which are at 



discretion are small & politically painful.

H.B.
Changes in agric. policy w’in our pledges for this Parlt. are marginal.



That problem therefore remains with us.

C.S.
£50 m. saving, however, on meat prices, slowing rise in c/living.

P.M.
Open-ended commitments – agriculture and railways.


We must give B.T.C. full support for his economies – e.g. closing 



branch lines whatever political diffies.


5.
Education Investment.

H.B.
Difference of philosophy.  We agree success in wage policy will 



favour long-term growth.  D.E. argues therefore no interference



with anything which interferes with long-term growth.  I believe



we can’t go on w’out assurance of getting thro’ next few years:



if we fail then, no growth thereafter.


D.E.
wants 4.6% expansion when g.n.p. will give only 3%.  In short



run educn doesn’t contribute to growth.  Allocation of resources:



we shd. not draw too much away from private enterprise &



exports.


I wish to slow down rate of interest.  D.E. wants to rise to £131 m.



I believe we can’t afford more than £121 m.  If my view 



accepted, he must at once warn l.e.a.’s tht. provisional p’mme



for 63/64 won’t be fully implemented;  and p’mme for 64/65



must also be smaller.

D.E.
Para. 4 of C. 4 includes p’ponement of some training coll. projects.


Minor works.  I agreed to cut by 1/3rd.


Other parts – all known & announced.  I can’t accept p’ponement of



teacher training p’mme, which is too late & too little.  I have



arranged 1 year slip under cover:  anything more wd. have to be



announced.  Result:  clear we shd. be doing v. little to reduce



size of classes.  On techn. training:  any cut wd. mean telling 



l.e.a.’s they must p’pone.  Therefore any cut must come on 



schools p’mme.  This is not ‘provisional’:  it is progress under



1958 W. Paper wh. promised £300 m. building over 5 years –

and, with increased prices, wd. now be £320 m. starts £64, £65, £66, £70, £70 over 5 years.  I assume we don’t announce we are w’drawg. from W. Paper.  Short of that I cd. offer £60 in next 2 years, 1963/4 and 1964/5.  Over 3 years average of work done would then be £131 m.  To get down to £121 m. we shd. have to push £10-15 m. starts out of 1st year and £18-20 m. in 2nd.  This wd. involve starting-date procedure and stopping some work wh. is ready to go.


Prize we seek now is change of attitude – restraint in incomes, by



about 50% of what they are now used to.  Public won’t accept



unless it’s seen tht. growth is in forefront of our p’mme.


H.B.’s plan wd. have no effect on no. of teachers – no limit on that –



and that is what affects current expenditure.  W’out that we 



can’t get below 4.6% expansion on current expre.

S.Ll.           x|
Starts:  £131 m. in 24 months (D.E.) shd. be spread over 28 months.

                     |

Is that such a large request?

D.E.
Even this small amount involves starting-date control because of size



of bldg. in pipe-line.

H.B.
What is diffy of phasing out?  Others have done it.



Was July ’60 p’mme provisional?  I can’t accept that it wasn’t.

My plan would slow down expansion so as to reduce current



expre to 4.25%.

D.E.
Only if you p’pone techn. & teacher training parts of p’mme, which



I can’t accept.

H.B.
I don’t insist on any particular allocation.  Tho’ big expansion of 



t. training p’mme is already well under weigh:  we shd. only be



phasing out the last small part.

S.Ll.
Adding expre on Universities, which we shd., the figures for 



expansion of investment expre is v. large indeed.

Hail.
Agree we shd. look at it all:  for Univ. expansion is even more 



important.

H.B.
i)  Putting too many people etc., in education will strengthen our posn


in 1970’s.  But won’t help us thro’ 60’s.  Analogy of M.A.P. 



in 1940.


ii) Will other p’mmes be cut to make room for expanding educn


p’mme.

H.
Is a spread of 4 months over 2 yrs. so difficult?

H.B.
Can’t he say tht. since p’sional p’mme announced, econ. crisis:



therefore the starts will have to be phased out:  & same in



following year.

R.A.B.
As we can’t redeem 2½% pledge, we must show we are making 



impact on longer term.  We shall have to show we are doing



something to curb investment expre on education as well as



other p’mmes.

H.B.
63/64 p’mmes ought to come down by £50 m.  Hard on all.  But can’t 



be achieved unless M/E. contributes £15 m.  D.E. offers 



only £5 m.

P.M.
We can’t hope to redeem pledge on current expre.


Investment expenditure.  Totality:  not all production.  Relation to



private sector.  Shd we not control non-productive investment



in private sector?  Can we justify starting dates for schools



w’out having establd that?


Cd R.A.B. try to work out practical plan with H.B. and D.E. – or



alternative proposals.  On educational investment, taking account



of Universities.


Will S.Ll. also consider need for bldg. controls – if this industry is to



be leader in inflation.

Hail.
Discouragement, short of physical controls.

E.H.
How wd. that succeed in private sector, when we can’t fix priorities



even for public investment.  Ty. talks of fair shares:  we ought



to think in terms of priorities.

R.A.B.
Can I proceed on assumptn that Edn must make a contribn twds.



long-term expenditure.

P.M.
Yes:  and consider form of a general announcement in which 



education wd. form part.






[Exit  S.Ll., E.P., J.B-C.


6.
Angola.

P.M.
Are we ready to vote for a resoln critical of Portugal.

H.
My concln is tht. we can – indicatg. that some of its language is



exaggerated.  We shall be with the majority.


If we don’t we shall be in minority with S.A. & Portugal.





Adjourned until 5.30 p.m., H/C.
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25th January, 1962.


1.
Angola.

[Enter  M.R., Perth.

H.
Moderates among Afro-Asians regard this as victory for them.



No sanction:  doesn’t ask for new action:  no direct 



disapproval of P.  Sponsored already by 40 countries.


If we put fwd. resoln of our own, we shd. be with S.A. & P. only.



We have tried to separate ourselves from P.’s colonial policy.


Tho’ I detest the language, I conclude we shd. vote for it because of



our wider interests.

P.M.
Para. 5 not so dangerous:  2 is distasteful:  9 we can wear because



we give P. arms only for N.A.T.O. purposes.


What of U.S.?

H.
They will prob. vote for it.  If they don’t, we need not.

D.S.
Support H.’s concln.  Many resolns we can’t wholly support.  We must



vote for resolns of wh. broad substance is acceptable to us.


Cd we not get in earlier on drafting so as to influence wording.

P.
In terms of our territories such a resoln wd. put us in gt. diffies.



cf. para. 4. – Kenyatta, Bandi etc.  Para. 3 also.


If we support this, what do we do when we are put in same dock.



Hope we shall abstain.

D.S.
Abstention won’t prevent them from tabling similar resoln about our



Colonies.

H.
Ready to vote v. resoln containg. sanctions.


They will hunt us.  But, if we go along over this, some of them will be



more likely to support us – when our turn comes.

D.S.
Some Africans are beginning to distinguish betwn. our Colonies & the



Portuguese.

P.T.
Can’t ignore P.’s view.



Is it right to support this resoln v. our oldest Ally, recently the 



victim of aggression by one of its sponsors.


Cd we not table our own resoln.  Better be alone & right than wrong in



a great company.

D.E.
Angola is part of metropolitan Portugal.  Why support para. 5 – which 



doesn’t apply even in P. itself.

R.A.B.
What of future of Alliance, in view of S. speech?

H.
Think we shall have to review 1899 Agreement, even if we leave



Treaty.  This resoln wdn’t affect that.

P.
On earlier resolns we abstained.

H.
Abstention did us so much damage tht. I said in Parlt. tht. in future we



wd. apply ourselves to the substance of resolns, not wording.

D.S.
In U.N. & the world this resoln will be taken to mean only tht. we don’t



approve of P.’s Colonial policy.

S.Ll.
Reservations wd. be made on particular points e.g. para. 4.

H.
Yes.

F.E.
Our friends have probably made this much easier for us.   [Exit  R.A.B.

I.M.
Agree.  Cpd. with many other resolns, this is mild.  Wd not wish to be



alone with S.A. & P. in standing aside from it.

P.M.
Take it broadly – is it more in accord with our image to vote with or



v. this.

H.                x|
Suggest P.D. recalls my speech in H/L. in reln to substance;  make

                      |

exception for 3, 4 and “speedy” in 7;  and then vote for it.

P.
Second condition would help me.




Agreed:  as at x/.


2.
United Nations:  Bond Issue.

H.
Favour statement as in para. 3 – amended.


Timing.  We cd. wait until debate if you send message to Mr K. 



asking him not to make request to us which might leak.


M’while, F.O. spokesman wd. say we supported this plan in 



principle:  don’t yet say what we will buy or not.

P.M.
Make it conditional also on contns being f’coming from others.



Amendment suggested and approved.

E.H.
Announce in reply to P.Q. – on day of debate.
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1st February, 1962.


1.
Parliament.

[Enter  M.R.

I.M.
Business next week.



Monday:  U.N.  P.M. and E.H. to speak.


2.
Nuclear Tests.

P.M.
Agreed with Mr K. text of statement.  Wd have bn. make this week.



But have bn. trying to get France associated with it.  Must get



it out next week – want it to cover our Nevada test.


On veto:  we have devised formula:  neither govt. wd. stand in way



of the other.


3.
Common Market.

E.H.
Articles in Times & Guardian will be taken to reflect offl. view –



acceptance of delay.  Incorrect.  Moreover, we have succeeded in



getting acceleration, of offl. discussions.  We don’t accept delay:



we don’t agree they shd. settle agricultl policy first & alone.


Will Ministers, if asked, deny these inferences & put emphasis the



other way.  We will give guidance from F.O. – to Press and to



Govts. of Six.


Out of date:  danger now removed:  in work of last 2 days.

D.E.
Can we have memo. showg. what policy of Six on agriculture is.

E.H.
Offl. text won’t be available until end/Feb.  But M/Ag. is working on



provisional Fr. text.  He cd. circulate early memo.


4.
Incomes Policy.

[Enter  R.M.

S.Ll.
Postscript to speeches in Monday’s debate.  Promised by leader H/C.



Want to get it out to-morrow – before next phase opens.



Contains nothing which hasn’t bn. said already.

D.E.
V. important paper.  We are trying to fix in public mind what pause



policy is:  will condn minds of negotiators on claims etc.


Positive side shd. be further developed.  Growth is mentioned, but not



defined.  (French are planning effectively for 5% growth next 



(this ?) year.)  Cd we not indicate what rewards wd. flow from



success of this policy in U.K.  Shd not be left to N.E.D.C. – no



substitute for Govt.  Let us define our aims.

S.Ll.
That wd. need more thought.  Want to get this out, to close negative 



phase.  Come to positive phase a little later, strengthened by



consultn.

H.W.
Look fwd. to it – in para. 16.

R.A.B.
Claim credit for getting N.E.D.C. off the ground.


Success in pay pause:  figures on p. 5 of figures circulated by Ch.H.



Wd give more colour to it.

M.
Para. 4. omit ‘restraining’ say ‘level’ vice growth.  V. depressing.



Keep w’in productivity;  not restraint as such.

Hail.
Backward looking:  too many references to old speeches.

P.T.
Rather good memo.  Confusion in H/C. re policy:  this wd. help to



clear their minds.

S.Ll.
Meant to be depressing.  To sustain employers.  To show we are



encouraging restraint.  Unwise to raise excessive hopes based



on growth, before we have got it.

H.B.
Cd add to para. 5 tht., if people tried, we cd. get production p. head



higher.




Agreed.

F.E.
Effective work, not hard.  Para 7. sacrifice of r. practices is wrong



tone:  renunciation is what it is:  acceptance of modern condns.

S.Ll.
Wd J.H. now agree to omission of para. 10?

J.H.
Yes: in view of what Woodcock has said.

P.M.
On tone:  remember we have bn. in office for 10 years:  can’t afford



to say everything is all wrong and we are in crisis.  Take credit



for what has bn. achieved esp. in raising standards of workers.



We have gone ahead a bit too fast:  all we need do now is to halt



to consolidate before we go further ahead.


Remember politics, as well as economics.

J.H.
These thoughts are for launching of N.E.D.C. – not rounding off



last Monday’s debate.

Hail.
But don’t look so dreary & drab.

Ch.H.
Narrower approach:  public need to know what we mean by the



intermediate phase.

S.Ll.
I agree:  improve 1 & 16.  Accept R.A.B. also M. on para. 4.  Also



H.B. on 5.  F.E., too.  Omit 10.

Ch.H.
Get P.M.’s theme put across by Ministers generally over next 



3 months.  Organised by Central Office.  Campaign is ready



to go.


Put P.M.’s theme, initially, when N.E.D.C. is announced



(membership).

Hail.
Why “Intermediate”.

H.B.
The Next Phase.  The Next Step (agreed).

M.
Fear this will turn all T.U. leaders v. us:  so gloomy.

D.E.
Plight to give dose of gloom:  can’t get more than 2½% growth



unless incomes policy is right:  but if it is got right we can do 



much better in 1963 onwards.

D.E.
Para. 12.  Penultimate sentence.  Don’t want arbitn added to Burnham.



Cd this be confined to ‘existing’ arrangements.


5.
Railways:  The One-Day Strike.

R.A.B.        x/
Shd we advise employers to allow some workers not to come to work



on Mon?  Or do we want another chaos next Mon?

M.
x/ wd. be a mistake.  Must battle v. the diffies.  Wrong phychology.

E.M.
I take opposite view.

Ch.H.
V. bad public relns to do x/.  Sharing cars is better line.

R.A.B.
Confine it to police warning not to come to Ldn. by car unless you



have to.








[Exit  E.M.


6.
Northern Rhodesia.

P.M.
As in his brief.


Explained changes made in earlier discussions with R.W.


R.M., after visiting N. Rhodesia, put forward new proposals.  After



much discussion with group of Ministers concerned have agreed



to put some changes to R.W.  Shd keep race, vice roll voting: and



Asian seat.  But criticisism has concentrated on fact tht. African



has to get 12½% whereas European has to get only 4% of votes



of other race.  Difficult to justify it.  We propose therefore to 



suggest to R.W. that hurdle shd. be 4% for both or if he prefers at



12½% for both.  If he has come to doubt wtr. his candidates will



get any African votes, he may prefer so high a figure that 



virtually no-one will get elected to national seats.


Best thing for territory wd. be African majority of 1 – given that there



are 6 off. members.  If R.W. had accepted parity when I 



suggested it months ago, it wd. have worked in practice.


If R.W. prefers 12½%,  he wd. be ready to abolish Asian seat.  We



mght. substitute for this a seat for Barotseland people.


If we stand on June proposals, both Ministers fear v. serious trouble.



If we change them, risk tht. R.W. will level charge of breach/



faith.  But believe we cd. justify change now envisaged.

R.M.
R.W. likely to prefer 12½% & loss of Asian seat.  On 4% real change



of a no. of Africans being elected.  On 12½% Africans will gain



little.  But just enough to avoid v. serious violence:  or at least to



give us moral position in which we cd. take action to suppress it.

D.S.
V. diff. issue with R.W.  The June arrangement was based on our fear



of what R.W. could do – taking over N. Rhodesia:  effect on



referendum in S.R.  We did therefore make a package deal with



him.  We are bound to be charged with bad faith if we go



back on it now.  Tho’ in Oct/Nov. we made it plain to him tht.



some concession wd. have to be made to Africans, if we were to



keep order there.  Two main African demands are abolition of 



numerical alternative and Asian seat.  We must concede one:  



But R.W. will say we have broken faith.


How far shd. we go twds. merging this into wider issue of Fedn future?



This is what R.W. is worrying about.  If 2 of 3 territories  have



anti-Fedn Govts., Fedn will collapse.  My view is tht. Fedn can’t



continue unchanged.  Is R.W. coming round to view tht. its 



existence depends on its being acceptable to African 



majority?  Unless he makes some dramatic move with this in



view, Fedn will disintegrate.  Banda will begin to separate off –



by obstructg. Fedn activities & officials.  I am therefore 



proposing to go out soon to discuss all this with R.W.  I want



to move in direction of putting on R.W. the responsibility for



finding basis of agreement with African leaders on future running



of Fedn.  If I cd. convince him of that, he shd. see there is no



point in alienating African opinion over N.R. constitution.  Can’t



express view on that yet.  But if R.W. does explode over this



N.R. ques., it means he won’t save Federation.


My plan therefore is to put proposal to R.W. (on N.R.) – either before



or when I go to see him on wider issues.  Don’t believe he will



accept N.R. proposal save in wider context.

P.M.
Let Alport open it, with knowledge you are coming out next week.

K.
Can we be accused of breach of faith?  I conclude we can’t.  True tht.



June proposals resulted fr. hard bargaining with R.W.  They



were publd – I.M. supporting them.  Re-actions locally were



unexpectedly violent.  Sept.  Col. Secy. said we wd. not listen



to any repns until law & order restored – but we committed 



ourselves to consider these repns w’in limits of statements of



Feb. & June on 2 points now at issue.  R.M. went out:  support



Govr.’s view tht. if we make no change violence worse than 



Sept.  This justifies us in makg. minimum alterations necessary



to avert bloodshed in territory for wh. we are still responsible.  



I’m prepared to defend such a decision v. Salisbury’s attack.

R.A.B.
We really crossed this bridge when we promised in Sept. to consider



any repns made w’in a limited field w’in which changes now



proposed in fact fall.


On the merits this is also a better plan.

H.
June amounted to an agreement.  But posn now is governed by Sept.



We shd. not be at liberty to make proposals drastically different



from June, but I don’t believe this is.


R.W.
can’t choose 4%.  If he chooses 12½%, he can’t make 



multi-racial policy work.  Believe therefore he will explode



& come over.


Weakness of our posn in dealing with him.  We are always asking him



for concessions on franchise in 2 northern territies but never tell



him our intentions for Fedn’s future.  Can D.S. work out with 



R.W. some practical plan for enabling Fedn to survive.  That is a



real Br. interest.  I wd. therefore merge the 2 issues – in talks by



D.S. in Salisbury.

R.M.
No hope for present Fedn – whatever R.W. does.  Even moderate 



opinion in 2 northern territories is now critical of Fedn.

D.S.
I wd. sooner broach this in course of my talks on wider issues.

R.M.
Less confusing to put them thro’ Alport in advance.



Less danger of misunderstanding.


[Exit  E.H.

P.M.
R.W. must have a clear aide-memoire of Govt. proposals on N.R.



wtr. it is handed to him by Alport or by D.S.


Ques. is wtr. it is handed to him in advance or during D.S. talks.



In any event he must have it in writing before D.S. leaves.
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6th February, 1962.


1.
The Queen.

[Enter  M.R.


Message on 10th Anniversary of Accession.


2.
Foreign Affairs.


a)
Laos.

H.
Hostilities nearly broke out at week-end:  now looks hopeful again.



The armies are poised.


& Mr Macdonald mght. be sent out to see the King.


Mr K. seems determined now not to back Phonmi militarily if it



goes wrong.


b)
Berlin.

H.
Rumours of attack on K.


Thompson’s 3rd talk.  No progress.  But Gromyko seems patient – no



date threatened for Treaty.  He may invite Roberts to talk: 



may be time for him to participate:  want him to indicate tht. if



G. is interested in details (dealings with D.D.R., status of 



W. troops) we have things to suggest.  This cd. be done w’in



limits of T.’s brief.  As asking Gore what U.S. thinks.  Wd like



to open it up a little.


Tho’ R. may now be willing to let it drift along – for reasons we don’t



know.


c)
Leipzig Fair.

F.E.
We shall have to say publicly we don’t favour it.

P.M.
Let firms go if they want to.  Minimum gesture to N.A.T.O.  In fact



W. Germans will be heavily represented & do much business.

H.
But they (E. Germans) make big propaganda thing of it.

P.M.
We don’t boycott Moscow Fair.


Conform to N.A.T.O. formula.  But don’t seek to discourage 



individual firms.

P.T.
No public announcement here until after one made by others



e.g. W. Germany & France.

P.M.
Call attention (written Answer) to this N.A.T.O. statement.


3.
West Indies.


[Enter  D.

R.M.
We must dissolve Fedn:  concede independence to Trinidad:  reserve



possibility of smaller Fedn of small islands – setting up interim



organisation to hold assets of existg. Fedn pro tem.


Collapse must now be admitted:  and we must make new start.

H.B.
Financial implicns must now be studied – C.O./Ty.

P.M.
Deductions re C. Africa.


4.
Antarctica:  S. Georgia Whaling.

R.M.
Scots enterprise can’t be run at profit & want to sell to Japs.  The



latter will prob. take over Norwegian enterprise:  & Island



will then be full of Japs. tho’ we wd. retain sovereignty.

D.
Shd like to consult A. & N.Z. before announcement.  No reason to

                     x/
think they will object.

J.M.
Looks as tho’ we shall drop out of whaling altogether.  Salveson’s



will sell 1 unit to Japs., and will prob. sell their other unit soon.



They lost £200.000 in 2 yrs. at S. Georgia.

C.S.
If we don’t let them sell, they will demand subsidy.

H.B.
We won’t bind the tax, wh. we reduced to help Br. whalers.

H.
Will make our sovereignty claim less easy to defend – Argentines etc.,



claim this island.




Approved subject to x/.


5.
Germany:  De-concentration of Krupps.

H.
No-one will take it over or buy the shares.


Real ques:  timing.  Do we hang on until C. Market clears?



Fr. & U.S. may press us to settle this.

S.Ll.
Ty. view:  better do it when we are finally deciding wtr. to enter



Iron & Steel Community.  Wd seem more logical then.

E.H.
Agree:  we shd. then be participatg. in the control.


In logic:    can’t get out of this w’out 3 Power agreement.




better really tht. K. shd. hold this than have cash to




put into somethg. worse – e.g. atomics.  At least he is 




now under E.C.S.C.


But diffy is emotional.  Fr. v. ready to accuse us of handing this back.

Hail.
Enough unpopular things already.

H.W.
Don’t want it mingled with G. purchase of arms.

P.M.
Do nothing:  say nothing:  take a leaf out of French book.




Agreed:  no action pro tem.


6.
Farm Price Review.

H.B.
No deep divisions betwn. us:  but one point for Cab. guidance.


Last year £350 m.  Looks likely £339 M. for Estimates - £60 above



last year.  Cab. wanted tough review this year:  and short-term



economies consistent with pledge.  Of latter para. 2(2) is only



runner.

On review, if we insist on minimum we cd. save £14½ m. to



Exchequer.  This is as far as we cd. go.  M/Ag. wants, however,



to remove the 0.8d on milk given last year on condn tht. farmers 



worked out a plan – they haven’t.  But redn in milk price wd.



benefit consumer, not Exchequer:  & our saving wd. be only



£8 m.  Therefore, I say we must at same time abolish milk



subsidy, costing £8 m. to Ty.  That wd. give saving of £16 m.



to Ty.


If we do nil. on milk, retail price wd. be 8d for 8 mos. & 8½d for 4 mos.


If we do my plan, result for consumer will be the same.  If we don’t



w’draw subsidy, price mght. rise to 8½d in at least 1 further



month.

C.S.
This issue doesn’t affect farmers – nor Review on wh. we agree.


If we cut the 0.8d, milk price wd. be 8d thro’ year.  If we add H.D.’s



point price will go up tho’ farmers get less.  Favour making



consumer pay more of real price.  But this wd. put extra cost, 



for milk he doesn’t consume:  wd. be represented as tax of 



½ pint for 4 months.

P.M.  }
2.400 m. gall. produced:  1600 m. drunk.  300 is allowed as margin

H.B.  }

for drought.  Exch. subsidy for another 100 m.  So we finance



2.000 m. at guaranteed prices.  Ques. is wtr. consumer shd. pay



for the other 100 m.

S.Ll.
I want the £8 m. – leader in to-day’s Times.

D.E.
This removal of 0.8d will accelerate switch to beef.  Will that cost Ty

more?

H.B.
From Ty. angle I wd. sooner the 0.8d were not removed.




Agreed  (I think) in favour of Ty.
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8th February, 1962.


1.
Jamaica.


[Enter  M.R.

R.M.
Conference going well.  Date of independence, now outstanding.



The 2 have agreed on 6/8.


They want to continue monarchical basis.




Agreed:  6.8.62 may be accepted.

P.M.
Admission to C’wealth.  Begin to avoid use of term ‘sponsor’.


2.
Parliament.

I.M.
S.O. 9 debate from 7-10 p.m. may be staged to-day:  on Nuclear



Tests.  Better perhaps than having a full debate later.

P.M.
H.W. to go first and P.M. to reply.

E.H.
Immediate debate is bad for internatl opinion.  It’s not “urgent”.



Mr K. has said he hasn’t made up his mind.


Hope we can tell Speaker that we wd. think this undesirable:  wd. give



impression tht. U.K. was windy.

I.M.
Decisive vote from H/C. on same day wd. re-assure U.S. opinion.


Also wd. get it all over in one day – before announcement in Press.



Wd avoid build-up of opinion:  marchers etc.

E.H.
Bad debate, however, because ill-prepared.  Second prong won’t come 



out well to-day.




Agreed:  put issue to Speaker with bias v. need for 





      debate to-day.

I.M.
Business for next week.



Monopolies – shd. a cabinet member reply?



Shipping – M/T. and H. Hallett.


3.
Railway Wages.

S.Ll.
B. raised bid to 3%:  more guarded about further award later in year:



also said Guilleband was guide for a good employer in funds.



He will stand on 3%.  Unions have now asked to see P.M.

P.M.
Unwise to refuse.  Propose to accept, in lr. makg. clear tht. I can’t



negotiate.  Shall offer to see them next week – Wednesday



3.45 p.m.

E.M.
Must stand behind B. now:  can’t offer more than 3%.

S.Ll.
Must give them aide-memoire which can be publd.  Can’t afford to



have misunderstandg. of what P.M. said.

P.M.
Can’t offer more than 3%.  Shd we suggest arbitn?  Shd we rather



encourage them to look to the future:  e.g. more discn in autumn?



Agree, however, we shd have agreed report of mtg. for publn.



Not aide-memoire, which wd. be regarded as ultimatum.



Cab. cd. consider a draft on Tuesday a.m.







[Enter  D.


4.
Kenya.

R.M.
Approachg. diff. stage.  Conference opens Wed. next.  Wd expect it to



be followed by independence by mid. ’63.  But fears in K. are 



growing – tribes that they will be over-ridden:  Europeans loss



of their interests.


Believe better to go by stages:  can’t look far ahead.  Only if Conf.



succeeds shall I be asked to fix provisional date for 



independence.  Not yet in posn to suggest decisions covering all 



phases.

H.B.
Grave financial dangers.  K. heading for bankruptcy – high services/



low taxation:  loss of confidence.  £30 m. p.a. support from U.K.



is estimated.  Can’t guarantee to underwrite their errors after



independence.


Compensn for settlers.  £140 m. estimate for land alone.  Can’t say



anything at Conf. to encourage assumptn we accept liability to



compensate.  If we made loan to K. Govt. for this purpose, we 



shd never be repaid.


Only hope is to convince Africans tht. bankruptcy is inevitable unless



confce can be restored – esp. of Eur. settlers on whom economy



depends.

K.
Agree we must move by stages.  But end para. 8 is v. important:



must have some external check (on analogy of U.S.).


Para. 9.  Settlers.  Can you rely on v. ext. check to safeguard their



rights.  If these aren’t intrenched, how m’tain settlers’ 



confidence?  If you can’t, economy is not viable – either qua



prodn or qua exports.  Are we ready to concede indep. to country



whose economy isn’t viable?


Minimum therefore = constitn which can’t be undermined by legal



means.  Need for early review of finance/sources of revenue.


If we can’t get constitn with these s’guards., no hope for internal



economy to work or investment to be attracted.  What do we do



if, at end of Confce, we believe this is posn?  We can’t hand over



to a Govt. which has little chance of preservg. order and no


chance of avoiding bankruptcy.

H.
Why need independence follow s. govt so quickly?  Surely, this 



time-table is too short.  Cd be extended for 1 more year.


But more serious ques. is:  can any pol. soln be found which will



give confidence.  Just poss., prs., if all s’guards. can be 



secured.  But look at rpt. of offls.  ⅔rd of Eur. mght. go.  They



contribute 50% of revenue & Asians another 20% (?).  This



suggests, not chance but certainty, of ruin.  If this were made



known, Parlt. wd. not agree to early independence.  Shd we not



proclaim to world what will happen if we yield it prematurely.



Tell U.N. we are forced to stay & invite their support.

R.M.
Accept financial danger.  But econ. consequences of all-out clash with



Africans mght. be worse.

Hail.
Is not collapse quite certain if independence conceded in ’63?

I.M.
We were equally told tht. S. Cameroons wd. collapse & Ch. wd. move



in.  It didn’t happen.  Reason:  infrastructure of Br. colonies is



sounder than elsewhere.  Adminn is good.  Danger not nearly as



great as Congo.  We have built well.


Date:  no commitment.  Cd be pushed to later in ’63.


Compensation.  I have always said we wdn’t.  Paramountcy of native



people has always bn. there.


Much turns on wtr. Mboya emerges as leader of K.A.N.U.  (Kenyatta



is finished.)  If he does, & makes alliance with K.A.N.U., there



is ground for hope.

R.A.B.
Much in H.’s view.  But Br. policy has remorselessly proceeded to



implant W’minster democracy - & we can’t go back on that.


But believe we cd. insist on retaining troops.



Fear a constitn will break down.  We must reserve power to



resume direct rule, during period of s. govt.  Believe that shd.



be expended & full independence p’poned.

H.W.
By mid ’63 only 50% of K.A.R. officers will be African.



Suggest we be ready to provide cost of 50% Eur. if local Govt.



will keep them.

S.Ll.
If £30 m. p.a. aid is involved, with £25 m. of real aid:  and if forecast



of Eur. w’drawal is sound – we cd. present this on solely



economic basis.  Viz., independence must be delayed, not on



pol. grds., but purely for economic reasons.

F.E.
Sure we can present convincing economic case.

I.M.
If we took that line, other countries wd. at once offer to pay the



difference, i.e. the cost of independence.

D.
If troops are key to confidence, wd. U.N. force do the trick?

H.B.
At this stage key ques. is wtr. Eur. rights can be properly 



entrenched in constitn – not removable short of revolution.

E.H.
Is it realistic to suppose tht. this wd. last after independence.  Only



hope for the country wd. be strong central Govt. on Nkrumah



model.

Hail.
Why not a longer period of s. govt. e.g. 5 years.

R.M.
Can’t take such a decision in advance.  Will depend on strength of



pressures for & against independence later on.

H.
The risks to the economy will become public at Conference



(R.M.  Yes).  When they do, public clamour v. early



independence.

S.Ll.
Even U.N. mght. be sensible in this case.

I.M.
$64.000 Question:  Can we govern by force in order to impose a proper



delay on independence?  I believe not.

P.M.
Run-down of economy because lack of Eur. confidence has already



begun.

H.
Wd U.N. under-write (not financially) a longer period of s-government.

Hail.
Cd we declare trusteeship of some kind for 5 yrs.

J.H.
Believe only hope is to prolong s. govt. under internatl tutelage of



some kind.  [I am interested party.]

P.M.
High standard of govt. due to Eur. settlers & paid for by their export



earnings.  This must be expected to drop.

E.H.
E. African Fedn?

R.M.
Receding, now Nyerere eclipsed.

D.
Other C’wealth countries in Africa mght. covertly influence K. leaders



to accept delay.

P.M.
Any C’wealth body overtly wd. have to press for early independence.

C.S.
If, despite econ. advantages, independent K. cd. not tolerate Br. troops,



does it not follow they will not tolerate Eur. settlers on the 



best land?

R.M.
Can’t retain base.  Mght. have some ‘facilities’ wh. wd. secure contd


presence of Br. troops.

Hail.
Tho’ after independence they cd. not be used.

H.W.
Certainly not to m’tain differences of standards.  African income now



is (average) £50 p.a.

P.M.
First outbreak of violence wd. be Somali secession.  Wd we use Br.



troops to resist that.

H.
U.N. joint trusteeship with U.K. for 5 yrs?

R.M.
Ready to consider that.

E.H.
Wd require agreement of U.N.  Afro-Asians bound to oppose it.

Hail.
Cd we say we intended to govern for 5 more years but invite U.N. to



associate some other countries with us.

R.M.
C.P.C. to review posn in light of atmosphere at Conference.



M’while, consider trusteeship ideas.



Keep in mind possibility of adjourning Conference for




independent economic survey, by or with aid of 




Int. Bank.  (That wd. take 12 months.)

P.M.
Endorse that as immediate aim. 

C.C. 13(62).




13th February, 1962.


1.
Berlin.
[Enter  M.R.

H.
Agreed in W’ton tht., tho’ no progress, we shd. try to keep talks going.  Thght. Roberts – or prs. Kroll – might play a part.


Will report at next Cabinet.


R. threat to air corridor.  Was attempt to interfere with its working.


U.S. & we have rejected R. request, & it was w’drawn.


But Fri. they practised a.a. fire to 6.000 ft.


Possible they will now try a land probe.


2.
Disarmament.

H.
K.’s response to our initiative – mtg. of 18 at summit.


U.S. reaction:  unwise:  better F. Ministers shd. start:  but have in mind Summit mtg.if favourable prospects open up.


Proposed reply:  our procedure is wiser, but Summit later prs. if favourable progress made.

P.M.
Mr K. (phone conversation) is keep tht. we shd. take practical line.  18 is too many.  Dief., however, thght. K. had overtrumped us.  We must take practical line for a time:  but take care – for if others indicate readiness awkward to stand out.  We might suggest mtg. of 3 F. Ministers first as condn of attendance of Heads of Govt. at mtg. of 18.


3.
Congo.
H.
U.N. wish to put troops into 2 places when Union Miniere operates.  (O.K. if Tsombe agrees.)  Their professed reason:  mercenaries there who can pop to and fro’ across frontier territory.  Real reason:  to bring pressure on U. Miniere to pay more of revenue to Adoula.  If so, use of force for pol. ends.  R.W. askg. for advice, telling him to urge T. to agree with U.N. now these troops shd. be unemployed.  If resisted by Katangano, U.N. troops wd. fight.

P.M.
Our line:  try to get T. to agree.  No need for us to interfere if he can arrange this with U.N.


4.
Incomes Policy:  Railwaymen’s Wages.
S.Ll.
Claims ahead:  gas want to give 4%:  I.C.A. want to break the line.


(prs. 2½% but from ⅓.)

P.M.
I must try to hold 3% for rlways.  Awkward if gas goes ahead.

M.
Must hold gas back – we cd. stand a strike.

E.M.
Gas had already had 6% since rlways last rise.

P.M.
Can’t let gas follow bad precedent of electricity.

S.Ll.
Avoid creating any class of underpaid, who must now catch up.

J.H.
That wd. restore comparability in its old for.

P.M.
Will discuss my proposed line with Ministers concerned to-morrow – ll.30.

J.H.
Gleam of hope idea won’t be v. useful to the steady element in Unions.


Believe we are faced with risk of strike.


Further offer wd. mean a strike in autumn or 5% for 1962.

P.M.
Can say i) 3% is above the 2½% & marks their difft posn.  2) They are free to ask later in the year for more:  can’t commit ourselves:  but if progress m’while in rationalisation etc., negotns wd. begin in better spirit.

P.T.
V. serious if they feel encouraged to think they will         [Enter R.A.B.


Get another 2% in autumn.

S.Ll.
Any advance beyond 3% will open flood-gates in private sector.




[Enter  D.   Exit  E.M.


5.
Federation of Rhodesia etc.
P.M.
Sosco. 6.  Reachg. another point of crisis.


Course contemplated in its concludg. paras. means end of Federation.


Kaunda cd. not be outbid by Banda.


We had bn. realising Fedn cdn’t continue in present form.  But had bn. hoping to substitute some looser form.  Banda now declare he will go in the other direction.


Agree with para. 8.  But Banda won’t be here until April:  we have a little time.  Doubt therefore wtr. we shd. go as far as para. 10.  Rather let D.S. & R.W. try to devise plan for dealing with situation.  cf. R.W. speech of y’day.

H.
Earlier demands of 2 northern territies was African majorities & right to secede.  Plan for this was worked out by Monckton.


R.W. was willing to concede secession in 5 yrs. (with immediate transfer of some powers) in return for independence.  This is virtual acceptance of Monckton.


Alternative:  remove Nyasaland.  That wd. break - Fedn unless you tied N. Rh. into Fedn as act of Sate, with right to secede reserved to a much later date.


We can’t give snap decision on Sosco. 6.

R.M.
Endorse para 6.  But wrong to press R.W. at once i) his speech of y’day.  ii) …  iii) we must consider what we do after break-up.  Banda previously was ready to co-operate with Fedn after secession.  Try to get him back to that.

S.Ll.
Financial implicns also need study.

R.M.
Para 3(b) is only new factor in B.’s attitude.

I.M.
B. is amendable to influence in Ldn.  Don’t accept para. 3 until we have discussed.  Real chance we cd. bring him round to acceptance of a new form of Fedn with the Rhodesias.

H.B.
Don’t be rushed.  N. ‘going it alone’ wd. need financial help.

P.M.
Personal tel. encouraging R.W. to act in time, not too late.

K.
R.W.’s point (dissoln of Fedn only with consent of Fed. Govt) based on Jennings.  L.O. to consider.
[Exit  S.Ll.
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15th February, 1962.


1.
Berlin.


[Enter  M.R.

P.M.
R. challenging our rights in air corridor.  Last week-end, we braved



it out.  Another test likely now.

H.
They are putting up fighters this morning – harassing tactics.

H.W.
A no. of fighters are in corridor.  But R. claim to corridor ends to-day.

P.M.
Getting rough – anxious period.  Hard to see who is in control and



what is object.  How does it square with re-action to disarmament



initiative.

H.
Have sent message to Gromyko, warning him of risks.


2.
Parliament.

I.M.
Business for next week.


3.
Government Expenditure.                      [Enter B-C., E.P., P.M.G.

S.Ll.
£1470 m.  5 yrs. ago 1958/59:  2.000 m. next year 1963/64.  We are 



not static.  Believe p’mme Ty. now suggest is necessary restraint.



We shall spend more, & tax more:  ques. is by how much.



Ty. proposals do no more than reduce p’mme by £40 m.

H.B.
In 61/62 12½% increase.  Ty. want 6% in 1962/3 – agreed.  Other



Ministers want it to rise to 10% in 1963/4:  Ty. want to keep it



at 6%.

P.M.
On incomes we may have more success than expected last July.



Rlway. unions seemed responsible – don’t want to be militant.



Will that in itself limit inflation?  Not sure we shall get it yet:



and even if we do its only restraint, not a stop:  there will in any



event be injection of substantial purchasing power.


What about 2½% pledge?  Degree of our failure on that will increase



need for economies elsewhere – or at least pressure for it - & we



ought therefore to be cautious on investment.  Must therefore, for



pol. reasons, leave alone economic watch control on investment



with failure to contain current expre w’in 2½ pledge.


If some Ministers decline to toe this line, others will ask for their



sacrifices already made to be re-opened.


On balance I wd. prefer to achieve stability as base for expansion



later.

R.A.B.
Ty. may be pessimistic on future.  But leave this aside.



Concentrate on political.  In 2 wks. – shall be shown not to have 



fulfilled 2½% pledge.  If we can’t be convincing on long-term



control we shall be in trouble in H/C. – reacting on City &



f. opinion - & shake to sterling.


We must therefore show we are getting stability first.


I wd. therefore be ready to do school meals (6d).


Capital.  H.O. have agreed to cut 3% - means defending 3 in a cell etc.


If some of us are willing to do this sort of thing, all shd. co-operate.


Conclude:  we must be able to make strong statement on 27/2.

F.E.
Support that view.  If pay pause succeeds, won’t be hard to re-phase



investment p’mme.

H.W.
Support R.A.B. view:  that is why I accepted - £50 m. on defence.

I.M.
R.A.B. is right in analysis of Party feeling.



But, whatever we do, we shan’t meet 2½% pledge.  How are we



to explain that?  Unless we say:  bigger prizes to win if incomes



policy succeeds.  That success wd. make all these figures look



v. small.  Wrong therefore to do anythg. wh. mght. prejudice



success of incomes policy.  Cd support school meals & proposal



on agriculture.  Wrong to touch welfare milk.

P.M.
Can’t you give reasons why you can’t get w’in the 2½%.  Can’t you



say it wd. have bn. much worse if you hadn’t tried so hard.

S.Ll.
Shall have to admit I was wrong - & give reasons e.g. rlway. deficit.



But want to be able to go on to claim greater control over 



expanding p’mmes.

M.
Not impressed by Ty. arguments.  Incomes more important.



But ?suppose/believe we must do what is proposed.

C.S.
£16 m. is maximum cut we cd. impose w’in pledges etc.



I shall try for this:  but other factors & shall come back to Cab. if



I want to recommend smaller cut to get agreed settlement.

J.M.
Hope we don’t touch milk.


Ready to accept school meals if we must:  but don’t want it announced



in isolation.  Off-take falls rapidly.  Want it placed in context of



getting expre under control.

H.B.
Meals will be more unpopular than milk.  7/6 or 10/- per family is



heavy at this time of year.


Milk is less of a blow & families can temper it by ordering less.



This also is right time for this:  meals cd. be done later.

E.P.
Agree with H.B.  This is not welfare, save for the small element we



propose to retain:  it is indiscriminate subsidy.  I positively



want it abolished – in interests of N.H.S.  Powers are expiring



in ’64:  legn will be needed by 1963/4 session:  if we haven’t 



streamlined it by then we shd. be permanently providing for



out-of-date subsidy.

S.Ll.
Cd we say we were anticipating re-organisation we wd. make in any



event.

D.E.
On educn wd. sooner see increase in charge for meals than reduction



in rate of expansion of p’mme for teachers etc.


Ready to accept (meals) if Cab. want it.


But if only major cuts are related to children, won’t be easy to present.

P.M.
I am opposed to both meals and milk.



Think of effect on e.g. rlwaymen.  I cdn’t have said what I said

                     x/
to them y’day.


The incomes policy is for much higher stakes.

J.H.
That policy is bound to fail if we do either.

R.A.B.
Then we shd. never give pledges like the 2½%.

K.
Over £100 m. excess is really too much:  qua effect on confidence etc.

S.Ll.
Must then be able to be firm on future expenditure.

C.S.
Welfare milk will be on top of ½d p. gall. extra on all milk prices for



4 mos. in year.

D.E.
Only incomes policy can keep export prices down.



What is point of company £50 m. off public investment in 63/64.


Ty. memo. argues (para. 9) for deflation this year – more slack.



Para. 5.  We cd. get more out of available plant.


Look at 5., 6., 17.  Policy shd. therefore be better use of skilled labour



we have & train more – i.e. expand education.  Otherwise we



ought to reduce private investment.


How can Ty. argue tht. £50 m. off investment will “do the trick”.

S.Ll.
All a ques. of degree.  Ques. of getting economy into balance.  If we



allowed more for home market, exporters wd. come back to it –



softer option.

R.M.
If we have to plan ahead, we mustn’t put the figures too high.



Cd they be given a bracket.

D.E.
£146 m. needed to carry out p’mme.  Reduced to £136 m.  Then came



down to £131 m.  Below that I shd. have to announce that



announced p’mmes will be delayed.

C.S.
Can’t M/Ed. see l.e.a.’s:   explain economic situation:  put figure as



maximum sacrifice.

H.B.
In 63/4 and 64/5 he planned starts of £66 m. in each.  He offered



£60 m.  Cd he not give them £55 for 1st yr. saying he will do 



better if he can.

D.E.
Thght. yardstick was work done.  If I can work on starts, instead,



I will consider it.  Not sure that at £55 m. I cd. keep work done



w’in Ty. limit.

H.B.
My suggn wd. bite on work done:  for £55 m. starts wd. apply to



future years also.

P.M.            *
Settle for £57½ . starts.

H.B.
Tell l.e.a.’s £55 m. adding more if thing go well.  1963/4.

E.H.
Time we started thinking how we are to secure growth.  We need



a policy here.


What are we going to do to increase supply of skilled labour.



Or get better service from oversea posts on exports.


These things will cost more money.

J.H.
In 1961 we got 11½% increase in no. of apprenticeships by industry.

F.E.
‘Pleasure’ industries are sucking in labour etc., which ought to be



going to exports.  Incomes policy cd. check expansion of those



industries.

E.H.
Restriction of home market doesn’t lead industry to increase exports.



They usually wait for home market to revive.



{  Education investment:  Agreed as at *.  No other change.



{  Generally on investment:  these figures are floor-basis of *.

S.Ll.
School meals – wd. accept understandg. we wd. do it at some figure



later in the year.  Say 3d or 4d.

J.H.
Repeated y/.  This is psychology, not logic.

H.
What about the Parly diffy over the 2½% pledge?

P.M.
Weigh that v. success of incomes policy.

Ch.H.
Wd favour these cuts if they wd. give us the target.  Does it matter



much if we are £111 m. instead of £98 or so?

H.B.
There will be risk to sterling.  If Cab. decide to take it, let us at least



re-examine milk & meals plan in a few months when critical



period of incomes policy is over.

S.Ll.
2d on meals later in year will do for me.


Can I have assurance there won’t be heavy Supplementaries.



So I can say we are in control of future.

H.B.
School meals & milk – aim at announcg. May or June for



implementn Sept. Oct.





                                    [Exit  B-C., P.M.G., E.P.


4.
Service Pay.                                    [Enter  C., J.P., J.A., R.W.

H.W.
i)
Timing.  1st Apl. is recognised date:  announcemt. expected in




debates on Def. & Service Estimates.


ii)
Comparison is with pre-pause period.


iii)
Recruiting, tho’ better, is only just getting us nos. requd for all




regular forces.


iv)
Grigg system – introduced because Services had lost confidence




tht. Govt. wd. treat them fairly.  Para. 5 arguments.




D.S. pledged Govt. to continue the system.


Base my case on argument that Services are a class apart.


Figures:  9% etc.  We cd. defend it.  But if some sacrifice must be



imposed, do it in 2 bites.  Tho’ this wd. w’hold £14 m. for



12 mos.  They wd. lose it for all time.

S.Ll.
Guilleband was similar undertakg. to rlwaymen.


But fear we must honour this.


Need we do it from ¼.  Better give whole amount 9% from 1/10.

H.W.
Services wd. then lose 7 months of their pay.

H.B.
Admitted he accepted inclusion of marriage allowance.

M.
Favour 9% from 1/10.

C.
Accept this if it can be announced now.

& others

J.H.
Enormous figure.  H.W.’s plan goes away from Guilleband principle.

P.M.
Let us consider which method is the better, as a matter 



of presentation.   Ty., M/D., M/L. and Ch.H.
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22nd February, 1962.


1.
Parliament.

[Enter  M.R.

I.M.
Business for next week.


Mar. 5-6.  Def. White Paper debate.  H.W. to open 1st day:



P.T. 2nd day:  who shd. reply to debate – H.W. speaking twice



or P.M.


Transport and Housing (Scotland) Bills are being obstructed in



Standing Cttee & guillotine will be required.

R.A.B.
Time shd. not be given for motion on p. of m.

I.M.
No risk.






[Enter Serv. Ministers.


2.
Service Pay.

S.Ll.
3 possible courses.  Original plan:  or full settlement 1/7 or 1/10.



General view of Min. group (5:1) in favour of 2 instalment plan.

P.M.
Presentn qua incomes policy shd. be ratio desiderata


Inescapable oblign:  but ask them to make contribn of £14 m.



twds. success of wage restraint.

I.M.
Public regard Service pay as in difft category.



Don’t rely much on prior commitment:  there are many in 



civil sector.

P.T.
Will coincide with frozen arbitn awards which are well above 2½%.

J.H.
Stress separateness:  qualified only by £14 m. contn twds economic



crisis.




Agreed:  two instalments.






[Exit  C., J.A.


3.
Public Expenditure.

S.Ll.
Statement after Ques. Tuesday.  Not in reply to P.Q.


No complete draft yet:  will circulate it for comments by Monday



mid-day.


Defence Budget:  comparing like with like will be up by £100 m.



wise to say that because criticisms from overseas tht. we aren’t



doing enough.


General grant:  £85 m. up:  mainly for education.


Gap – above 2½% - remains at £111 m.


Presentation.  Shd I see Lobby aftwds?  Shd I leak some of it in 


advance, to make it less sensational qua Zurich.

I.M.
Generally known already.  Has bn. helpful.  Can ease it along when



I see Lobby to-day.


4.
British Guiana.
R.M.
Growing racial tension – Indians, Africans, Portuguese – exploded



because of Kaldori budget.  Troops sent in.  Law and order 



has bn. restored:  enough troops there.  But what next:  how do



we extricate ourselves?  Await Govr.’s advice.


U.S. view:  not so easy.

H.W.
Must thin out as soon as we can.
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26th February, 1962.


1.
Federation of Rhodesia & Nyasaland.
[Enter  M.R., J.P.

P.M.
Agreed last time we must reach concln.  D.S. to consult R.W. on



proposal tht. we shd. either have 4% + Asian seat or 12½%



entailing abolition of A. seat.  D.S. persuaded him tht. difft


standard of hurdle for Eur. & African was not defensible –



out of tune with present circs.  R.W. prepd to accept 



equalisation at 4% or 12½%;  but not willing to accept 



abolition of Asian seat.


Discussions with R.W. widened out into future of Fedn.  Later



realised tht. almost any variant of N.Rh. constitution will



produce Govts. wh. are anti-Federation.  This, coupled with



prospect tht. new Nyasaland Govt. will insist on secession,


opens up whole future of Fedn.  Tho’ N. not economic asset, its



departure may pave the way for secession of other constituent



territories.


Possibility of entirely new arrangement – but no ques. of its being a



proposal:  mere aide-memoire of discn.


R.W. seeking now to hold up any N.Rh. constitution until we have 



discussed larger issue.  Suggest therefore we discuss that issue



first:  then consider wtr. we can p’pone N.Rh. issue in hope of 



reconciling it w’in wider framework.  Recall Fed. Review concln


tht. progress must be made in constituent territies before we can 



review future of Fedn.

D.S.
R.W. said he was arriving to-morrow.  Told H. Commr. stiffly tht. this



wd. do no good.  He has now decided not to leave to-night.


3 connected issues – i) constn of N.Rh:  ii) N.’s demand to secede:



iii) future of Fedn.

                i)

In Salisbury sought to clarify i) first.  We had assumed tht., if he



preferred 12½%, he wd. not want Asian seat retained.  But he



continues to attach importce to it esp. as he had conceded in 



return addn of 500 Africans to upper roll.  Referred back to Cab.



Decided to defer decn until my return.  He also asked for 6 vice 4



racial reservation out of 7 seats.  He wd. take 10% of votes cast.



Thus, he will agree to abolition of numerical alternative if



equality given at 10% of votes cast – plus Asian seat & 6 vice 4.


But he now wants radical review of future of Fedn – and puts that fwd.



as reason for p’poning constitn for N.Rh.

                ii)
R.W.
urges we must hold N. in Fedn by force.  I expld no future in that,



at the end secession wd. still be inevitable.  Saw this eventually



& said ready to accept N.’s secession if satisfied it wd. not lead



to secession of N.R.

                iii)
Vague ideas of extending franchise & surrendering powers to



territories.  Whitehead’s idea:  hold together multi-racial kernel



i.e. S.Rh. plus Copper Belt and line of rail.  N.Rh. wd. be 



divided into Barotseland (wh. wants separation), n.e. areas



inhabited by Africans, central area incldg. all economic life &



most of Europeans and Asians.  Hold S.R. + centre of N.R., and 



allow remainder to secede but to join in a looser economic 



association.


Existg. Fedn – regarded as imposed, design to perpetuate Europn


domination, identified with R.W. to whom Africans are 



implacably hostile.  Any new deal must be by voluntary action.



R.W. unwilling to concede right of secession even to S.Rh., with



its Eur. majority.  At end we agreed to differ.


Problem of N. will be on our laps v. soon.  B. comes Ldn. Apl. to ask



for secession.  He wants principle accepted:  recognises much 



techn. work wd. then have to be done, possibly 9 mos. work – so 



no actual separation for about a year.  If we rejected principles, 



B. wd. w’draw. from govt:  we wd. have to resume direct rule



and serious security sitn wd. arise.  Hope Cab. will agree no



future in trying to “fight it out” with B. in N.  If Fedl Govt. 



accepted principle, no gt. diffy.  If R.W. decides to fight it, we



face diff. choices.  We cd. i) join him in doing so;  ii) give 



self-govt. to N. at once & leave R.W. to fight it alone, with



police on B.’s side.  This wd. be repd as betrayal.  iii) Legn here



in oppn to Salisbury’s wishes.  We must therefore do utmost to



carry R.W. with us in conceding principle of secession.


Delay of N.Rh. constitution because new regime will restrict 



manoeuvre on Fedn.  Accept R.W.’s view on this:  with new 



constitn Fedn will disintegrate.  But maybe it’s doomed, 



irrespective of what we do on N.Rh. as a pol. association.  A year



ago, there mght. have bn. a chance.  But it’s only now tht. R.W. 



has bn. willing to consider wider issue.  I believe it’s not 



practicable to throw all into melting pot again.  We must 



therefore announce decn on N.Rh.


Concln:  go ahead on N.R;  try to get R.W. to co-operate in conceding



principle of secession to N.

R.M.             x
Agree can’t delay N.Rh.



R.W., if co-operative on N., wd. seek unacceptable condns on



N.Rh.  No hope of central Rh. plan with consent of N.Rh.

R.A.B.
If Fedn is doomed, what will happen when S.R. is alone?

D.S.
They will try to stand as independent state – few wd. want union with



S.A. tho’ ties wd. be made closer.

H.
Two dangers in Africa.  i)  Afr. revolt because impatient.





            ii) Eur., if driven, mght. re-act – eventually



union of Angola, Katanga, Rhodesia.  Dread effect on multi-



racial concept.

                    x
Can’t p’pone decn on N.Rh. constitn.


Future of fedn depends on Fedl Govt. conceding right to secede.


But rapid secession of N. will mean chaotic transfer & slum on our



hands.  If he has bn. given right to seceded, we cd. deal with



revolt if any.  Shd we not revert to Monckton.  Orderly transfer of



power to territies;  and thereafter right to secede.  B. cd. hardly 



excite support for opposn to that p’mme.  Wd take 2/3 yrs. to



transfer the powers:  longer prs. for N.Rh.  With that delay they



mght. choose some form of continuing assocn.  Cd we not make



decln on these lines?

R.M.
This underestimates Afr. detestn of Salisbury & R.W. personally.



Only hope for a Fedn is to give B. right at once & sufficient



gesture to N.Rh.

I.M.
Mght. have done this, if we had moved to Monckton at once.  Now it



is too late.


Line of rail plan is not practicable – obvious gift of all econ. value to



Europeans.


Announce N.Rh.  Take few wks. to work out plan for N.

M.
Right of consent of Fedl Govt. before right of secession granted?

D.S.
No:  we are only Parlt. that can do it.  Tho’ violent row.



We cd. secure secession of N. – Fedl Govt. wd. not actively



resist.  Sooner we give N. added responsibility more likely they



are to consider some form of economic association.

H.
My plan would give us longer over N.Rh.

R.M.
B. will say tht. his electorate has decided already in favour of 



secession.

P.M.
What R.W. really mean by c. Rh. plan is not what Monckton meant.



What they mean is – N. shd. secede:  Barotseland go off alone



with appropriate African constitn:  central N.Rh. (where racial



ratio is same as S.Rh.) shd. have same kind of constitn as in 



S.Rh. – essentially multi-racial:  then all 5 cd. join economic



association.

H.
Other view:  if we can get 8 yrs. for N.Rh., Fedl Govt. cd. bind them in.


[Murmurs of dissent]

P.M.
No moral basis now for central African alliance plan.

R.A.B.
Any alternative arrangemt. must be discussed by conference and 



secured by consent.  E.W. contemplates action by existing Govts.

D.S.
Cd accept it as decn of self-governing Govts.

H.
That is not what E.W. wants.

K.
On N. can’t we find via media between R.M. and H.’s view – which 



we cd. persuade R.W. to accept.  We can’t carry Party in forcing



this v. unwilling R.W.

P.M.
We are powerless.  Cdn’t govern N. by force for long.  Cdn’t restrain



Europeans fr. seizing Copper Belt.

P.M.
Can’t avoid now an early decn on N.Rh. constitution?

                    x/


Indications of general agreement.

D.E.
Hopeful sign in all this is that R.W. and E.W. have come to think



Fedn can’t last.  They may now become more practical.


Better now to lean on E.W. than on R.W. – who is much more widely



disliked.



[Exit  K.

R.A.B.
Agree to x/ as we can’t settle future of Fedn until we have elected



Govts.

P.M.
Given decn on x/. we must consider N.Rh. ques. – what do we do?


R.W. has accepted equal hurdle for each:  when shd. it be put?

R.M.
African Parties won’t co-operate unless they have a chance of winning.



They oppose both numerical alternative and Asian seat.



Equality of %age is necessary & I favour high figure of 12½%.



With that Africans wd. co-operate if Asian seat abolished.  Can’t



now defend it:  Asians don’t want it:  awkward to m’tain it in



face of their disclaimer.


Can’t hold revolt unless it appears we have offered reasonable



solution.


Even under this constitn – govt. will only be advisory to Governor.

R.A.B.
500 Afr. on upper roll?

R.M.
Tho’ conceded in exchange for Asian seat v. diff. to w’draw it now.

H.
This plan gives Africans a good chance.

D.S.
Choice of %age is between 10% and 12½%.  I prefer 10% of votes 



cast.

P.M.
This choice raises no ques. of principle.


Asian seat.  Recall history.

I.M.
R.W.’s main pre-occupn was 12½% or 400.  But in last resort he



suggd Asian seat & we had no reason to think Africans wd. 



dislike it.  We made bargain with R.W. adding this in return



for 500 Africans on upper roll.


Concession on %age – equalisation – is the bull point.  For Africans



much more important than Asian seat.  And there was a bargain.


If we abolished it, we wd. have to remove the 500 Africans.  Can’t



really contemplate that.


Cd you retain it for one Parlt. only?  It wd. be 2nd class status.

R.A.B.
We cdn’t possibly w’draw the 500.  Hope we can leave Asian seat.

D.S.
In reply to ques:  R.W. wd. accept with protest 10% plus m’tenance



of Asian seat.

Hail.
Cd we not buy acquiescence under protest by both sides by



retaining Asian seat.

H.B.
Why not try I.M.’s temporary idea.

P.T.
If we drop Asian seat, we shall be attacked by both sides.

R.M.
But how can I defend it to H/C. knowing tht. no-one in N.Rh. wants



it & its only reason was to prevent them voting R.W. in 



other seats.

D.S.
Bound to come out tht. there was a bargain.  Will cause big row.

R.M.
Both = minimum requd to secure African co-opn.

P.M.
We have to weigh these considns:-


A.
i) Avoid boycott.  ii) Avoid revolt.



Two concessions wd. clearly be better than one.  Obviously



better fr. R.M.’s angle.


B.  European mood:  faced with end of Fedn.  Risk of exposing 



ourselves to charge from them, in that mood, of breakg. bargain.
C.  Posn of U.K. Govt. & attitude of Party.



We cdn’t prevent a Boston tea-party:  & under pressure fr. Eur.



we made concessions in June.  Not wholly bound because circs.



change:  but it was a bargain.  We shd. be accused of



dishonourable act:  I’m not prepared to be so accused.  Our



reputation wd. be tarnished.  And at beginning of this road to



secession of N., N.Rh. and break-down of Fedn.


Let R.M. consider how it could be presented.


Cab. wd. wish R.M. to let Asian seat stand.  Many cdn’t reconcile



its retention w’out removing the 500.  How wd. that be



presented publicly.
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27th February, 1962.


1.
Foreign Affairs.

[Enter  M.R.


(a)
Berlin.

H.
Since 22/2 R. harassing tactics have bn. dropped.  Quiet.


Thompson is presenting another memo.  R. showing no sign of



impatience or progress.  Shall play it out until F.M.’s meet in



Geneva on disarmament.


(b)
Congo.

H.
A. and T. are going to meet – prob. w’out U.S. Amb.  Looks as tho’



they want settlement.  U.N. not pursuing m’while their plan to 



put troops into these 2 places.  If talks brk. down this will 



revive - & may be resisted.


(c)
Laos.

H.
P.Lao are over cease-fire line, but fighting hasn’t broken out on any



scale.  Phouma’s proposed Govt. still unacceptable to Phoumi.



But all are mtg. with King & there may be a settlement.


(d)
Disarmament.

H.
Looks as tho’ K. will allow F.M.’s to open Conference.  Then likely to



be Summit – one way or other – around May – as foreshadowed 



in P.M.’s letter.


(e)
Europe.

E.H.
Oct. 10. said we wd. open negotns with other 2 communities at appropte


time.  Have taken soundings – agreed time is ripe.  Propose to 



submit formal apln at end/week:  negotns wd. then begin



in 2 mos. time.


2.
Education:  Burnham Committee.

D.E.
Outlined reasons for legn.  L.a.’s don’t like it – wd. weaken their posn –



& have said they wd. back teachers’ opposn unless clearly shown



to be in line with incomes policy.  That can’t yet be shown.  They



wd. press for arbitn, wh. wd. enforce comparability.  Want to be



in posn to resist this – which I can’t do yet.


Hence, prefer to p’pone legn for a time.  This may mean we wd. have



no powers at next review.  But at this review, deadlock is likely



& it mght. suit us to say we have no power to deal with it.  Later



the l.a.’s & teachers mght. divide & we mght. be under less



pressure to include arbitn.

H.B.
Timing is nicely balanced.


This year’s review must not yield further increase.  Teachers’ 14% is 



already grave threat to our 2½% - it must last for a long time.


Is it better to legislate before a clash.  Or after we have made it clear



they are to get nil.

I.M.
Balance of argument in favour of D.E.



In addn legn this session v. all the opposn it wd. arouse wd. be 



v. unwise.  That seems to me to be decisive.

J.H.
Cd M/E. get agreemt. with B’ham Cttee – he doesn’t press legn:  but 



they promise to discuss recommns with him informally before



publn.

J.M.
If they are to get nil this summer, there will be conflict – with or w’out



powers.  I am therefore indifferent, wtr. D.E. legislates or not.

Hail.
Will we be in any better posn to legislate next session – nearer to



Genl. Election.

H.B.
E.P. thinks 10-11% for nurses is likely at arbitn because of teachers’



14%.  If another rise were given to teachers, our 2½% for ’62 wd.



be lost.

D.E.
In answer to Hail:  this won’t be politically nasty legn next session if



it follows a deadlock in ’62.  May even be acceptable to teachers.

J.M.
In Scotland no deadlock maybe because arbitn is available.

D.E.
J.H.’s plan mght. mean no legn ever:  wd. also imply we were ready to



give something.




Agreed:  legn to be p’poned.


3.
Uganda.

R.M.
Independence (self-government) due day after to-morrow – 1/3.  This



compensation plan must be settled first.


Remember Tanganyika, when Ty. in end had to pay more.


On Uganda I want to offer plan nearer to Tanganyika settlement.



Otherwise we shall be politically pressed to do it.

H.B.
T. was intolerably expensive.  Also bad precedent because suggests 



tht. if Govt. are pressed it will yield.


Difference £700.000 on compensation & £2 m. on development.



Uganda cd. afford to dispense with the £700.000.  Has just raised



salaries by that amount.  Ty. satisfied £5.3 m. is enough.



Development – bedevilled by Bank plan, which is good.  But



in U.K. we have had to cut back on good plans.  We have offered



enough to enable them to carry on at level higher than in



recent yrs.


Remember Kenya is coming along.

R.M.
Even so, I’m sure we shan’t be able to hold posn v. Parly pressure.

D.S.
I agree.  We cdn’t have settled T. for less and did no good by 



haggling over it.

H.B.
Haven’t Govt. agreed to hold aid at a total figure?  We can’t do that,



if D.S. argument prevails.


Cd do a little more on compensation, if really necessary.  But can’t



go higher on aid.

I.M.
What about x/? in memo.  W’in aid total.


Differ from H.B.’s account of T. settlement.  My view is tht. we wd. 



have got a lower result if Ty. had not insisted on starting too low.



If C.O. view had bn. accepted we cd. have got a lower settlement



than we eventually reached.

H.B.
We are already over the £180 m. figure.


Diffce of view betwn. C.O. & Ty. on Tang. negotiations.


Rate of developmt. expre now:  £5.6 m.  Ty. offer wd. raise it to



(?) £7.8 m. in 62/3.

P.M.
Agree with H.B. on inconsistency with aid ceiling.  But floating off



C’wealth countries will have to take priority over e.g. Libya.

P.T.
Why shd. Uganda be exempt from need accepted by all U.K. Ministers



to phase out development plan?

Hail.
We wd. do better to carry cost of compensation and cut back on



development, as a general proposn in all these countries.

P.M.
Remember that if constitutional plan miscarried it wd. cost us more –



& political diffies wd. be greater.

H.B.          x/
Ready to close whole of gap on compensation.

F.E.
Support C.O. case.

C.S.
What wd. they say if we took over all obligns on compensation?

R.M.
No difference.

R.A.B.
Raise loan to £1 m. – giving 2.5 development, in addn to full



compensation.

                 x|
P.M.

Settle finally on C.O. figures if they will.

                   |


If they won’t, w’draw it.

H.B.
Then we had better abandon our aid ceiling – we can’t control expre.

E.H.
Then will C.O. look at all future settlements.  We can’t carry these



burdens.  W. Indies will demand a lot, I’m sure.  And they shd.



not get it.

P.M.
Let us look at a plan covering C’wealth and foreign.

D.E.
Growth at home is being curtailed by generosity abroad.



Difficult to gauge damage done to our b/p. by these projects.

P.M.
Proceed as at x/ above.


4.
Federation of Rhodesia & Nyasaland.

P.M.
We are bound to have trouble with R.W. – over Fedn future, if not over



N.Rh.


Must we have trouble with Africans too, in N.Rh.  For them equal



%age must be gt. advantage.  Does w’drawal of Asian seat help



v. much.  Not in itself a grievance, for Africans.


Is there a compromise by way of making it temporary.

H.B.
Our responsibility is for N.Rh.  Shd we accept opinion of R.W. instead



of Govr. on this matter affectg. our responsibility.  The Asian



seat won’t be defensible in H/C. if it’s seen that no-one wants it



save R.W.  Remember R.W. won’t be more amenable over 



Fedn or Nyasaland because we give him this.

Hail.
Rejection by Asians themselves lets us out.  Stick to that.

K.
Argument for retn – standing by bargain with R.W.  Will 



therefore avoid accusation of bad faith from him:  esp. as both



points of difference will have bn. resolved v. him.  Also awkward



to w’draw the 500 Africans.  We put it fwd. on basis of Govr.’s



recommendns.


Arguments against retn – increase chance of African co-opn.



[R.W.’s public re-action has made it more diff. for us to w’draw.]



But still leaves us in gt. diffy over our understanding with R.W.

R.M.
I will support whatever decision Cab. reach.  But I shall feel heavy



responsibility if it goes wrong.

H.
Hard to w’draw from public posn that the 500 Africans are fit for



upper roll.

D.S.           y/
Agree:  wd. have to put them back under pressure.

I.M.
Apart fr. this point, which will annoy Africans, the Asians will not



be on upper roll or voting in 1st hurdle percentage.  If I were 



African I wdn’t buy that.

S.Ll.
African co-opn will be jeopardised more by w’drawal of the 500 than



by retention of Asian seat.

R.A.B.
Diffy of abolishing Asian seat:



Can’t defend w’drawg. 500 Africans.



Morally, we are too deeply involved by past agreements to make 



more than one change.


Will face the music if we stick to one change.

D.S.
Can’t abolish Asian seat and keep 500 Afr. on upper roll.


No-one can be sure of African re-actions.  They may co-operate if they



get equal %ages.  If their mood is ugly, they won’t whatever 



we do.


We must therefore take broader view.  Effect on Africans’ co-opn wd.



be much greater on a/c. of removg. the 500.  Effect elsewhere



wd. also be bad.


y/ wd. put us in worse posn.

R.M.
W’draw my proposal to abolish Asian seat – tho’ concerned at



consequences.  Make %age 10%.  Leave reserved seats at 4.

P.M.
R.M. is v. generous.  He has inherited a position which others of us



made.  Good of him to appreciate diffies this has created for us.




Agreed:  Retain Asian seat.

P.M.
Make it clear to R.W. that Cab. have considered D.S. reports of



conversations on future of Federation & cannot be regarded 



as committed in any way to his partition plan.




Agreed.  Announcement on N. Rhodesia to be 




               made in H/C. on 28/2.
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1st March, 1962.


1.
Parliament.

[Enter  M.R.

I.M.
Business for next week.



Budget:  Mon. 9/4.






[Enter  P.M.G.


2.
Post Office:  Giro System.

P.M.G.
D/E. give views of Joint Stock Banks, who believe their facilities 



meet public demand.  I don’t believe that – nor even does B/E.



There are 22 m. people with P.O. a/cs and only 7 m. with 



bank accounts.  Publn wd. stir Banks up.

H.B.
Radcliffe Cttee said, unless Banks move, case for considering 



P.O. Giro.  Did we take this recommn seriously?

R.A.B.
I’m against the system but in favour of publishing W. Paper to show



we did act on R. recommn.

I.M.
Publn wd. lead to debate etc., & then lead us into controversy with



Banks.

H.B.
Then publish but with statement tht. we don’t intend to act unless the



Banks fail to meet the need.  The Banks shd. do it, and need



prodding.

F.E.             x/
Cd we not have a general paper discussing all the means of extending



credit transfer, incldg. P.O. Giro.

E.H.
Cd debate it on Private Member’s day.

H.B.
And with my foreword you wd. not need to state a Govt. view.

P.M.
Favour x/.  Offls. to consider.  No publn until after 




Easter.






[Exit  P.M.G.


3.
Nuclear Tests.

P.M.
Exchange of tells. with Mr K.


Ques. of substance:  are these tests justifiable w’in terms of our 



statements?



After discussion with experts last night, I concluded they were.

H.W.
I agree.  If the doubt exists re R. anti-missile progress, we can’t risk



not going on.  Western duty to go forward.  It is clear enough that



R. are putting great effort into this.


We can make a clear political case.  More difficult to sustain technical



argument.

P.M.
On timing.  Can’t wait for agreement at Conference.  Awkward to do



it while Confn is sitting.  Mr K. therefore concludes better to 



announce it before Conference begins.

Hail.
Strong arguments for early statement.  But why need explosion be



timed as early as April.

H.W.
Turns on prepns already standing by.  Task force is sea-borne:  can’t



be poised indefinitely.

E.H.
8 months since R. tests:  and they continue underground.  Mr K. is



justified.

Hail.
Still, will be represented as ultimatum.

H.W.
Even if R. are continuing to test?

Ch.H.
Will be seen as danger to success of conference.

D.S.
If you have to name a date:  bound therefore to have element of 



ultimatum.  Does Mr K. really need to give a date.

S.Ll.
Unless you give R. some definite limit, you will get nothing from



them.

H.
I agree.  They could conclude an agreement in 2 or 3 weeks, if they



wished.

P.M.
Ask him to use language of appeal rather than of threat.




Issue notice on Saty making it plain tht. it was done




after consultn with us.




Statement in H/C. by P.M. on Monday.  Cd be discussed





in debate on Defence White Paper.







[Exit  P.M., H.


4.
Education:  Universities.

R.A.B.
Expansion:  agreed with Ty.


Salaries:  majority favoured 3% from ¼ - L.P. dissenting.



Hard but right in view of incomes policy.



Cd be assumed tht. Univ. teachers wd. understand reasons for




Govt. policy.

H.B.
8 or 9% wd. be justified & wrong to treat this end of teaching so



differently from others in teaching.  But, nationally, it wd. be



fatal to incomes policy to give such an award in an area wholly



w’in Govt. control.  Commend therefore 3% with promise of



review in few years’ time.  Recognise it will be said this will



cripple expansion p’mme.


U.G.C. are unhappy but realise Govt’s diffies.  Responsible Univ.



re-action will prob. be tht. it’s open ques. wtr. they will get



teachers to match expansion.

Hail.
Calamitous.


Our adminve apparatus depends on output of graduates, which is far



too low.  We are committed to 30% increase of nos. – 40% in



science & 60% in technology.  Can’t hope to get recruitment



needed on this basis.


Element of pre-pause oblign.  This is corollary of teachers’ award.


Cab. Cttee influenced by effect on workers – rlways., nurses etc.

J.H.
i)
Universities are getting their share of rare birds – scientists




etc., because people want those jobs, irrespective of




somewhat lower pay.


ii)
Private enterprise re-action wd. be v. strong if we departed 




from our policy in this sector w’in our control.

D.E.
Doubt if we shall man the expansion – not because 
[Exit  D.S., C.S.



salaries but because inadequate no. of post-graduate



opportunities.


No means of telling what salary increase wd. be decisive.


Univ. re-action:  I’m told they are most concerned about non-staff



costs per student.  That wd. help to soften 3% for teachers.



They will prob. hold special mtg. to re-consider expansion



p’mme.

S.Ll.
Stress readiness to review next year.

M.
Unjust but inescapable.

Hail.
I submit, but without agreeing.
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6th March, 1962.


1.
Foreign Affairs.

[Enter  M.R.


a)
Disarmament.

H.
K. has agreed tht. 3 F. Ministers shd. meet first – with Gromyko



on Mon.  Hope to offer agreement on tests wh. it will be diff.



for R. to reject – tho’ all will turn on wtr. they decline to



accept any inspn at all.


Looks like Summit in May:  Mr K. is coming round to that.


b)
Congo.

H.
Adoula has now said he wants to co-erce Katanga by force:  he



cdn’t do that w’out U.N. troops.  Mtg. betwn. A. & T. still



necessary, tho’ now seems less likely.


c)
West Irain.
H.
Shd we offer to act as mediators?  Don’t want to have to put pressure



on Dutch.  Will report again next week.






[Enter  J.H., J.B-C.


2.
Oxford Road.

Ch.H.
On traffic grounds case for Meadow Rd. is the stronger.  Alternative



is such a diversion tht. it wdn’t work w’out closing



Magdalen Bridge.


Cost:  diffce is small:  £½ m. even for sunk road.


Is damage to amenity sufft. to outweigh these considns.


If the Meadow is open space, need for Order.  Not yet clear that this



will be necessary.  some delay however because development 



plan will need to be changed - & public enquiry on this if objns


raised.  This might take 2 months or so.

Hail.
H/L. cd. impose absolute veto by refusing to pass the Order.



Sure H/L. wd. not pass such an Order, now.



But after a further enquiry we might get it through.

R.A.B.
It is not yet clear that Order will be necessary.

E.M.
Support Meadow road:  alternative is nonsense qua traffic.

H.B.
Little feeling in H.C. last summer.

D.S.
Favour road across Meadow.

H.
Dreadful prospect.  Whatever road you have, M. Bridge will have to



be closed eventually.  Why not do it now, & have longer road?

Hail.
i) If you build B. road, & it achieved maximum, you wd. need



Meadow road too in the end.  ii) Many homes wd. have to be



demolished:  serious outcry.  iii) Closing M. Bridge wd. not



solve traffic problem:  traffic wd. come in via Car tax & return



by same way.

H.B.
Model removes many of fears of amenity.

J.H.
But its peace would be ruined.

D.S.
We are concerned with amenity of the precinct – not speed of traffic.



We want peace in the precinct, not merely in the Meadow.

D.E.
Traffic will get worse – ruining amenities of most Colleges.


Why shd. we be concerned only with amenity of the Meadow.


If you can’t close M. Bridge, you must have a road that will attract



people from not going up the High.

D.S.
Support Meadow road, but want to close M. Bridge too.

H.B.
Cd consider that – but only when Meadow road is there.

R.M.
“Impervious to logic & hope reason will be defeated, & Meadow road



with it.”

K.
Favour Meadow road.

J.M.
If it’s open space, compulsory purchase procedure will be involved



too.

F.E.
Remember object = preserve amenity in centre of Oxford.

M.
Weight of opinion in H/L. against Meadow road.

I.M.
Agree with F.E.  Price is worth paying.

R.A.B.
In H.A. Cttee clear majority in favour of Meadow road.



In Cab. opinion rather more evenly divided.



Cd we not know first what Parly posn is?

Ch.H.
V. awkward to ask ch.ch in advance of announcing our decision.

Hail.
Serious consequences for H/L. if they veto-ed this.

Ch.H.
Even so, much prefer to take decision first on merits.

R.A.B.
We can risk H/L;  for if they veto-ed Order we cd. introduce Bill &



push it through under Parlt. Act.



Agreed:
proceed with Meadow road – sunk.





(? without street lighting)






[Exit  E.M., J.B-C.


3.
Government Building:  Broad Sanctuary.

J.H.
As in memo.

D.S.
Material?

J.H.
Mainly concrete:  but architect is considering stone base.

D.S.
Good design:  but concrete has bn. criticised – may look shoddy



opposite W’minster Abbey.

J.H.
Will consider again.






[Exit  J.H.






[Enter  E.P., P.M.G.


4.
Smoking and Health.

R.A.B.
Can we authorise Answers in Annex B?  To go further wd. need more



thought.

D.E.
Exhortn w’out example is not effective:  also tobacco advertising is



slanted to the young.  If I don’t go beyond Annex B., I shall be



asked what teachers can do if we don’t restrict advertising of



tobacco.  Wd like study of consequences if restrictg. advertising.

Hail.
Pretty serious course to start on restricting advertising.  What about



alcohol:  chocolate.

S.Ll.
£880 m. p.a. to revenue.

J.M.
Impressed by increasing pressure for action.

E.P.
Least we can do is B. & saying we are studying other measures.



Pressure for other measures will build up.




Approved B.




Prepare (N.B.) announcement tht. we are studying





other measures.

I.M.
Will answers to 2 P.Q.’s be enough (Annex B.)?


Wd prefer statemet.

E.P.
I am first on Mon:  P.Q. already down:  can get others added.



To volunteer statement wd. excite expectn of wider



announcement.






[Exit  E.P.


5.
Housing Policy:  Valuation for Rates.

Ch.H.
Overall posn gives prospect (para. 10) tht. householders’ share will



be slightly down, industry will be 43% up.  No case for general



order to relieve householders.  F.B.I. are preparing campaign for



statement on industry.


Appeals r. assessments make these figures approximate.  Success at 



appeal by industry might increase burden on householders.


Variation between areas.  Mentioned those with more than 10%



increase.  Shd there be abatement for these?  Sea-side towns.



Due to fact tht. hotels are doing worse relatively.  B’mouth:



excess of shops.  But 2 industrial towns in top 10 – Bristol



& Stockport.


Against local abatement.  i) Shifts burden to another class, who will



protest.  ii) If we abated over 10%, what of those just below?



iii) Strengthen case for industry to have some relief.  iv) Wd


reduce B’mouth’s contn to Dorset river board (who are already



13%).  Thus, if tolerable, better to adhere to equity.  Once we 



offer abatement, we open gates to other pressures.  Many of the



hard hit have low poundages – tho’ not, I must admit, all.


If we abated over 10% - B’mouth industry wd. rise 40-80%.  And



in most areas it wd. be 8-10%.


Considered other ways of helping sea-side towns.  Not by rate



deficiency:  which other l.a.’s wd. oppose.

I.M.
Other pressures:  cd. be resisted because only power we have is for



dwellings.


Transfer of burden:  in industry etc., rates are business expense.


Real ques:  are we pledged?  Believe we are.  Agree it’s better than



H.B. believed at time of his speech.  But we have relied



extensively on that speech – “taken power to cushion the rise”



on houses.  We shall be expected to use this power.

H.B.
I wd. not regard myself as pledged if still Minister.



The storm we shall have will be from industry.



Assumed at time of speech tht. burden on industry wd. be 



Level. Will be harder to meet this pressure if we have done



somthg. discriminatory for dwellings.

Ch.H.
If we had to do this, confine it to top 10.

Hail.
Don’t want to make this concession and then another on Sched. A.

S.Ll.
Thought of p’poning that issue until 1963.  Various views w’in 



Party, on abolition.  But some concession is likely to be made.

R.A.B.
P.M. wd. be disposed to favour some plan for top 10.

S.Ll.
Won’t it give us more trouble, in the end – political racket.

I.M.
Not if we relieved all above a certain figure.

Ch.H.
Shops, going down by 13%, are due to lose next April a 20%



abatement.  They wd. do worse in areas specially abated for



houses.

H.B.
These are forecast figures:  what of those near the line whole posn


changes on actual figures.

Ch.H.
Or by appeals?

Ch.H.
12½% wd. help from that angle.




Discussion to be resumed – Thursday.


6.
Farm Price Review.
C.S.
Para. 5.  Expln:  if milk were cut by 0.4d, consumer wd. carry more of



burden – it wd. be 8d for all save 4½ mos. when it wd. be 8½d.


Since memo, more talks with N.F.U.’s.  No chance of agreed 



settlement at any reasonable figure.  Shd we then go for £14 m?



Against doing so:  somethg. in farmers’ argument tht. over £6 m.



will be a minus on income next year – by £8 m. at figure of



£14 m.  For we have to take efficiency factor at £25 m.


Trying to carry farmers on C. Market, but ’62 will be difficult year.



Full cut will cause full protest to be turned on.  £10 or 11m. will



be taken with grumbling.  At £4 m., I wd. cut milk;  and Ty. wd.



not lose:  they wd. still save £16 m.

H.B.
At Cttee oversea/independent/members argued v. milk proposals.  As



condition not met, will be assumed 0.8d.


Is it desirable to have minimum determination this year, in view of



Supplementary?


Para. 3(iii) quotation is incomplete.  Went on tht. in exceptional



circs. we cd. go to minimum consistent with Act.


If we give more than minimum, we shall be told we’ve missed a 



chance to economise.  Wd put £3.4 m. on to cost of milk.

R.A.B.
Against that, need of farmers on C. Market.


If £16 m. to Exchequer:  shd. take the help of 0.4d on milk.

I.M.
If no Ty. interest, I wd. support £11 m.

C.S.
1d off pool price of milk, when costs are rising by 0.8d, this is pretty



stiff.

H.B.
I wd. accept £11 m. if it’s final.

J.H.
Sorry C.S. is not expanding small farmers’ scheme as means of 



enabling us to reduce general price subsidies.

H.B.
I wd. favour £2½ m. on that scheme and same off fertiliser subsidy.

C.S.
Cd extend to larger farms.  But want to keep this in reserve for next



year when we are in C. Market.

D.E.
Public will wonder if we have bn. tough enough on beef.




Agreed:  at £11 m.
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8th March, 1962.


1.
Parliament.

[Emter  M.R.

I.M.
Business for next week.


2.
Smoking and Health.
[Enter  E.P., A.B.

A.B.
S.Ll. concerned about “and to discourage”.



Preferred is para. H. of App. B.  If we try to “discourage” we 



may be led on to the further measures, or some of them.

P.M.
? Stop at “known”.

R.A.B.
Twice considered – rejected para. 10 of App. B.



But admit this is an advance on earlier Govt. statement of 



policy.

Hail.
Unreal point.  The facts do discourage.

P.M.
Dislike paternalism of ‘discourage’.

E.P.
It is a duty of l.a.’s to discourage if they believe it dangerous.

P.M.
Vice discourage say “& to make clear to the public the dangers to



health of smoking, particularly cigarette smoking”.






[Exit  E.P.


3.
Disarmament.

[Enter  Godber.


General.

H.
Memo. for informn.


U.S. reluctant to table constructive proposals.

J.G.
Memo. represents posn reached.



i)
Chairmanship not agreed.  West proposing 





co-Chairmen (U.S. & R.) who will steer from behind,





while actual Chair rotates between remaining 16.



ii)
French not participating at all.



iii)
Inspn & verification is crucial issue – R. willing only to 





have it applied to material destroyed.


Procedure  -
First, genl. debate on objectives.





Secondly, want to follow this with package deal (59).






U.S. have promised proposals on some on






Sunday, esp. on delivery vehicles.





Third, initial list for 3 For. Ministers.  Tho’ others






suspicious of any steering by 3 or more






nuclear items.

H.
(iii) is crucial.

J.G.
Sampling idea comes from Pugwash.  Each country divided into 



zones, which cd. be subject to comprehensive inspn à choix.


Alternative, inspn of categories of weapon.

                  y/
Or, Western offer of one-for-one destruction:  wh. conforms to R. posn.

H.W.
Support memo. qua military considns.



We shd. try to get U.S. into line.

J.G.
Can’t assess U.S. attitude because really their Disarmament agency 



isn’t ready.

D.S.           x/
Hope we shall be f’coming in general debate – to avoid being



out-done by K. in propaganda.

H.
We aren’t committed to take U.S. line:  but we must remember tht. it



is they who have to disarm, not us.

K.
Analysed memo.  What chances have we of getting 9 package



adopted as W. position, in face of U.S. reluctances.


Para. 12.  Have we over-estimated need for internatl inspn?  Have R.

got a point here.  


[P.M.
This is nuclear only – discuss separately.]


Attach importance to para. 13.


Danger for us:  need to tag along with U.S. may prevent us from 



dealing with the real diffies.

J.G.
U.S. are said to be more fwd. in thinking than ever before.



We shall have 2 wks. of genl. debate in which to align ourselves



with U.S.  They have promised disclosure to us at week-end.

Hail.
Do we believe in genl. disarmament?  Does it not involve scrapping



our R.A.F. & R.N. – if we are to have only internal security



forces.

H.
We cd. have forces to ensure internal security in other countries where



we had responsibility.

D.S.
No, surely.  Treaty obligns wd. go in favour of internatl force.

H.
Colonies wd. be “internal”.

H.W.
A v. long-term objective.  Cdn’t move fast towards it.

D.S.
But don’t hedge our adherence to ultimate objective.  cf. x/ above.

P.M.
Not sure K. does get advantage by his extreme offers.



No one was impressed by his suggn of 18 Heads of Govt.

H.
y/ is a good idea.  If R. refuse, we cd. offer %age redn.


Nuclear Tests.

P.M.
Concerned about i) offer on non-transfer of n. weapons.  Will be



taken as aimed at French.  Cdn’t be policed:  and therefore



contrary to our genl. view on inspn.  Wd preclude our handing



our n. strength to N.A.T.O. etc.

(J.G.
No “to any State” does not include transfer to an Alliance.)

P.M.
Wd at least prevent Anglo-French, or Anglo-German, arrangemt.  Will

       Agreed.

harm us in C.M. negotns.  At least make sure thro’ Dixon tht. it



won’t give F. a handle v. us on C. Market.



If it’s assurance to R. re G., better do it in a Berlin agreement.





ii) Mr K. said he wd. make new proposals:  U.S. now



seem reluctant.  Our scientists now believe natl detectn wd. be



effective on all tests down to 5 meg. save behind the sun.  Cd we



have natl systems, internationally managed.  That wd. go a long



way to meet R.  I.e. internatl inspn only for verification.



Avoids much of espionage difficulty.

H.
Diffy is tht. U.S. don’t yet accept our scientists’ view on this.

J.G.
U.S. are even suggesting inspns of prepns as well as actual tests.

D.E.
If Fr. say they won’t stop testing, what chance of R. agreeing to 



3-Power Treaty.







[Exit  J.G., E.H.


4.
Kenya.

R.M.
K.A.N.U. – plan for unitary state, with some s’guards minorities.  But



no security for European lands.


K.A.D.U. – a federal system on Swiss model.  Inept for Africa:  but 



2 principles of value:  upper Chamber and…….


Advance likely on 2 points:  upper Chamber;  provincial authies with



effective powers.  Second wd. be of value to Europeans.


Mboya is gaining strength:  and Kenyatta is being undermined.



Growing fear of Kikuyu domination.  Chance of a split.


No talk of independence date.  Seems accepted tht. a long trial of



self-govt. is necessary.


Not much result for 3 wks’ work.  May have more to say next wk.


[May have to put up develpmt. money for re-settlement of landless



Africans on European lands.  Conference not worried by 



economic problems.]

P.M.
What is our objective?

R.M.
Agreement on principles offering s’guards for minorities.



These work for split in K.A.N.U.  Moderate element mght. accept



long period of self-government.

C.S.
Does economy rest on genl. agriculture rather than big coffee & sisal



estates.

R.M.
Africans do recognise latter as essential to economy.  Their ambitions



are directed to African share in genl. farm-lands of Europeans.


If we cd. get agreement in principle on upper Chamber, independent



judiciary, constitutional s’guards for minorities etc., we wd. work



out a constitution implementg. those principles and hold further



conference on that.

P.M.
Cd we get a picture of distribn between large estates and small farms.



This shd. be circulated to Cab.  With indication of targets

      Agreed.

which Africans have in mind.




Agreed:  memo. above.





      also on what mght. emerge from conference.


5.
Revaluation for Rating.

Ch.H.
Remaining ques.  Shd we de-rate in some areas?  10 show 10% or



more increase.  Most are sea-side towns & cause is lower valun


of hotels etc.  In industrial towns, it is due to industries not



doing well.  If you do this, you shift burden back on to the other



categories whom valuers have relieved.  In B’mouth e.g. industry



burden wd. go from 40 odd to 70 odd.  Burden on industry



generally is to rise by 43%:  and wide variations from area to



area.  120% in Derby, 104% in Bedford.  We shd. increase 



pressure for same concession to industry in particular towns –



tho’ no power.


Pledges were given – but when it was thought that general burden on



dwellings wd. rise.  H.B. said Tuesday he wasn’t committed by



this to doing it now.

I.M.
Are we pledged?  In my view we shd. do this.  We took power to do it.



I wd. accept ceiling of 12½%.  Did H.B.’s words amount to a



pledge.

R.A.B.
They are all Tory strongholds.  Will look like politics.  Only 8 areas.

D.E.
Has turned out v. differently.



Who benefits?  Shopkeeper, presumably:  if h’holders remain the



same and 43% goes on industry.  Is this good economics?

F.E.
If we relieve h’holders in 8 areas, we weaken our power to w’stand



industry’s pressure for same treatment.

J.H.
Agree.  Bound to make it worse.  We shall have greater political



trouble.  H.B. doesn’t think he pledged us to this action.

E.M.
Also from ship-bldg.

J.M.
In Scotland industry’s burden will be up by 200%.

Ch.H.
Also:  the 4 leading areas have lowest rate poundage.

P.M.
Wd be easier if the rates were higher in these places.

A.B.
H.B. does not regard his statements as pledging us to this action.

P.M.
Believe there will be trouble either way.



Wd like to reflect further.




P.M., R.A.B., Ch.H., I.M., J.H. to consider & recommend





a conclusion to Cabinet.
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13th March, 1962.


1.
Federation:  Ministerial Responsibility.
[Enter  M.R.

P.M.
For years past we have felt diffy of dealing with Fedn & its 



constituent territories through two Dpts. in Whitehall.  Has



increased weight of problem itself.  Thrown unnecessary



strain on Cab. system.


Decided to transfer responsibility to a single Minister:  viz., the



senior of the Secretaries of State.  Tho’ vital importance, not



full-time:  also must avoid sense of crisis.  Decided with good



will of both D.S. and R.M.


Grateful to R.A.B. for stepping into the breach.


Thanks to D.S. and R.M. for past services.

R.A.B.
Taking this as public duty.  Can see no solution.  Great intransigence:



impossible to swim v. tide of African nationalism.  I fully



realise all the diffies.


Look for help of D.S. & R.M.  Also shall need support from Cabinet.

D.S.
Sound decision.  Promise support.

R.M.
So do I.


2.
Valuation for Rating.

P.M.
Held mtg.  Concluded tht. lesser danger wd. be to refrain from making



exceptions for particular areas:-


a)
Tho’, elsewhere, general average wd. be below 12½%, some 



individual ratings wd. be higher.


b)
In the 3 towns we wd. have invidious appearance.  Our motives



might be misunderstood.  Also hotels etc., wd. hate it as much



as householders liked it.


c)
Poundage in these areas is low – well below national average.


3.
Building Licensing.

[Enter  J.H.

S.Ll.
In 1956 and 1957 my predecessors decided against re-introduction.


Now, there is further reason.  Bldg. industry is becoming more



efficient.  In these circs. this wd. be wrong approach:  & wd.



produce bad effect on industry’s co-operation e.g. with N.E.D.C.


Ready to consider other methods of easing pressure in particular areas.

Ch.H.
This stemmed from my pressure for more resources for slum-



clearance.  I was impressed by our load on industry – with 20%



increase in cost & 15 mos. for completion of council houses.  



Was ready therefore to consider control.


But since then i) Ty. have agreed on means of startg. on my p’mme



with chance of completion.  ii) M/W. has produced statistical



reasons for belief that load on industry will be relieved.

M.
Re-introdn wd. be a mistake.  M/W. forecast is likely to be right.

J.H.
New orders are dropping off.  If present trend continues, industry will



be under-employed in ’63.

D.S.
Overwhelming case wd. be needed to warrant re-introdn of this 



complex control.

J.H.
Sitn in certain areas is bad.  Some action will be needed.  But no case



for general control.

R.A.B.        x/
We need in reserve State authority to influence economy.  I cdn’t



have done w’out them in 1951.  No sufft case now:  but believe



we shd. arm ourselves with this power in future.  Also powers



over monopolies.

S.Ll.
Evidence tht. in some areas bldg. industry is behaving like motor



industry in poaching labour.  Bids up wages.

H.B.
Hope we can devise means of local control of office bldg.  We need



to spread this more.

P.M.
Worried about x/.  After 6 years of war and 6 more
[Enter  E.H.



of Socialism, pendulum swing to economic liberalism.  Believe



it may have swung too far, from angle of Tory image.  Diffy is



tht. in our recent crises the only weapons we have had are not



selective.  Tho’ reconciled to not imposing bldg. controls now,

                   y/

I’m not impressed with social merit of present balance in bldg.



In 1951 we were able to use bldg. controls, & import controls:



and we are left w’out economic regulators which we need.  We



need to have them in reserve – if not this one, study import



controls.  Monetary methods alone are v. blunt instruments –



esp. when we need to contract in some areas only.


Problem for Ty:  how can you operate v. particular areas w’out 



affecting the country as a whole.

R.A.B.
Reserve powers shd. be studied – on bldg., imports, monopolies



control.




Agreed:   no introdn of bldg. controls now.





       consider x and y/.  Prs. group of Ministers.


4.
Leonardo’s Cartoon:   R. Academy.

H.B.
R.A. have invited Govt. to buy at a large figure.  With Ty. consent



P.M. declined.  They were not surprised.  They decided to go 



on with sale, by auction.  Press have now wormed this out of



them.


Possible courses.  i) nothing  ii) offer subsidy to R.A. – but they say



they don’t want it.  iii) offer Govt. contn to a national fund to



buy the picture at auction.


Let public opinion develop before deciding on iii) – the most likely



course.


P.Q.’s for 22/3.  This gives us time.


Sir C. Wheeler thinks it will be bought in this country.


Agree we shdn’t encourage public appeal.  But can’t we give time



for this to happen spontaneously.


5.
Foreign Affairs.


a)
Berlin.

E.H.
R. are dropping Window & also flying at 7.000-10.000 ft. (?).



N. has authority to fly above 10.000.

P.T.
Show our confidence in N.

E.H.
b)
Congo.


A. & T. are mtg. 15/3.  Wait.


c)
Indonesia.


No agreemt. on substance – tho’ near on procedure.


d)
Burma.


Have recognised new regime.


e)
Haiti.


W’drawn Ambassadors on both sides.


f)
Disarmament.


Opening moves at Geneva.  Not promising.


6.
Germany:  Support Costs.

H.B.
When P.M. saw A. in Jan. he offered 50% of f. exchange cost 



(£73 m. p.a. or 800 m. D.M.) for 2 years in arms purchases.


My negotiations – G. cdn’t reach that figure – I argued tht. it cd.



not be limited to 2 yrs.  Returned last week:  they offered



£45 m. p.a. or 500 m. D.M.  I said this wasn’t enough – tho’



indicated we mght. accept 600 m. D.M. – reportg. to N.A.T.O.



our view tht. this was most G. cd. be expected to do.  Dr A. 



said he wd. like to increase beyond 500.  Their trouble is 



over-commitment to U.S. arms.


They do want to help.  And we shall get substantial relief fr. them



over next 2 years.
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20th March, 1962.


1.
Disarmament.

[Enter  M.R.

P.M.
Conference not going well.  May turn on “verification”.


Nuclear tests.  Idea tht. national systems of detection may suffice –



Penney etc., in W’ton:  looks as tho’ U.S./U.K. concln may 



be tht. this will be so but is not so yet.  Instruments patchy



between 500 & 1000 miles distance.  Even so, however, there



wd. have to be some internatl inspn.


Can we avoid argument about this:  and get R. down to ques. – are



they refusing to have any kind of verification.  May have to get



this up to K.


2.
Economic Survey.

S.Ll.
Hope this may be the last – float it off to N.E.D.C.



Angled to small audience, financial journalists.


Been thro’ E.P.C.  Not quite right yet.

P.M.
Part II is dangerous surely.

S.Ll.
Contains little that wasn’t said y’day.

P.M.
Can’t say we predict 4% increase in production.

D.E.
Para. 3-8:  an account of unsuccessful management of economy.



An indictment on ourselves.  Why not begin at para. 9?

S.Ll.
Shortens Budget speech.

P.M.
Perhaps L. President will do Part I into English?

Hail.
No.

P.T. 
If we have to publish (I hope for last time) it will have to issue in much



this form.

M.
Final para. shd. be adjusted, as E.P.C. contemplated – esp. omission of



word “particularly”.

H.B.
Accurately summarises what we said in debate y’day.

P.M.
Have another go at Pt. I.  Delete paras 1-2.  Include (e.g. in para. 17)



refce to appln to join E.E.C.


Minor amendments to be sent to S.Ll.






[Enter  C., J.P., J.A.


3.
Security in Public Service.

P.M.
As in brief.


Presentation 27th March, with short statement in both Houses.


Satisfactory outcome qua M.I.6.


Opposition leaders may be willing to avoid debate esp. on M.I.6.

I.M.
Better to p’pone publn for another week – 3 or 4 April.  Tuesday 3/4.

D.S.
O. Secrets Act useless in reln to r. & d.  Ch. Pincher. Can’t be 



prevented from publishing it.

E.H.
Unfortunate from this angle tht. Pt. III is to be published.

P.M.
Pincher is embarrassment rather than risk.


Disclosure of operations is more serious.

P.M.
Let Security Cttee consider this general problem.



Let any Minister who wants to do so put in a memo. (Min. Cttee).

E.H.
Communist penetration of C.S. Unions.  Hope H.B. will consider 



means of alerting membership.  Agree can’t publish this chapter.


4.
Kenya.

R.M.
In view of disagreement – i) no demand for independence date



ii) willingness to accept a lead from U.K. Govt.


Wish now to outline to Conference a constitn on lines suggd in memo,



linked with idea of Coalition Govt.  Means bringing Kenyatta



in, tho’ offl. wd. be head of Govt.


Br. troops wd. remain until at least independence.  Algerian 



settlement may help to get this (established or) agreed.

K.
Para. 15 seems to be crux.  No new constitution at once?

R.M.
No.

Hail.
If last sentence of 7 is correct, why put him in Govt?
[Exit  P.T.

R.M.
W’out coalition Govt. you will encourage extremists in K.A.N.U.

Hail.
Cdn’t you get Coalition without K.A.N.U.

R.M.
No:  Kikuyu are 37% and K. is their leader.



But his mental powers, & his influence, are declining.

Hail.
You will never be able to say he is unfit for office, if you have put



him into office yourself.  Looks unprincipled.

R.M.
Mboya can’t break with Kenyatta yet.


K.A.D.U. wd. accept coalition under official Minister.



If K.A.N.U. reject proposal for coalition, this will drive wedge



between moderates & extremists in it.

C.S.
Earlier expectations of Kenyatta going off have not been fulfilled.

Hail.
Believe he is a formidable political figure.  If we are beaten, and



he emerges – we can’t help it.  Another matter to put him



in posn of responsibility ourselves.

P.M.
i)
Are we ready to compensate smaller farmers to get them out.


ii)
Are we ready to w’hold independence thro’ life of this Parlt.


iii)
Are we going to keep troops in Kenya until then?




Study what France has bn. able to keep in Algeria. (F.O.)


What is our image of the ultimate solution?

H.B.
Cost of i) – taking account of inefficiency of African farmer.

J.P.
We can leave troops there:  but prob. need is for re-inforcement.  And



our plans assumed disappearance of this commitment by ’63.



Mght. need to revise ideas of size of Army.

P.M.
No:  we wd. take Brigade out of B.A.O.R. – as France has done for 



7 yrs.

Hail.
Since ’45 coalitions have all led to dictatorship.

E.H.
? Italy:  W. Germany.

H.B.
Support R.M.’s plan.

D.S.
Prefer to play for refusal of coalition offer.

R.M.
If they accept it, they will try to make it work.  If K.A.N.U. reject it,



the party will split.
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22nd March, 1962


1.
Parliament.

[Enter M.R., Dundee

I.M.
Business for next week.


2.
Disarmament.
a) Nuclear Test.

P.M.
Geneva:  atmosphere better than usual.  Presence of ignorant neutrals has bn. quite helpful – probing ques. addressed to Gromyko.


Washington:  Penney/Zuckerman visit.  Disappointing.  Had hoped we cd. agree tht. national detection wd. suffice to identify suspicious events.
Insufft. evce:  one single experiment only:  U.S. research into seismology has bn. mis-directed.  But H.’s last speech cd. at least ask R. to say wtr. they were willing to accept any type of verification.  [There must be some independent check on suspicious incidents:  but less objectionable if there were no static posts on Soviet soil.]  R. has suggested small cttee:  but they have taken definite stand tht. no foreigner shall ever enter R. for any purpose of inspn.  If that is final, there can be no verification.  But at least our public position will be easier.  Probable explanation:  tht. R. are ready for another series & want U.S. series to take place as an excuse.  Doubt if any purpose in another appeal to K.  Shall prob. have to say U.S. series now inevitable.  Plenary discn on this on Fri. or Mon.  No approach to K. until after that.

b) General.


Cttee to be appointed to ascertain common ground & identify problems.


R. posn on verification – only on destruction.

R.A.B.
Need to present this disappointing outcome to U.K. public in such a way as to make it plain that we have done our best.

D.S.
U.S. & we have previously said willing to have ban on atmosph. tests.
x|
Shd  we not revive that.  Hazards to health wd. at least be 


covered. Better for us if R. rejected that also.

P.M.
We cd. at least recall tht. we offered that & R. rejected it.


Shd I make independent effort to resolve deadlock by offering to meet K. myself.  I hv. accepted that U.K. wd. have to join in.

D.
Important tht. K. himself shd. be seen to be in support of Gromyko’s posn.

P.M.
May be better to have Summit on Berlin, where there is some scope for negotiation.  Also dangers of that situation are more imminent.


On balance on tests alone I wd. sooner make joint appeal to K. rather than suggest a Mtg.


3.
Aircraft Industry.
[Enter C., J.A.

P.T.
Demonstrated ‘variable geometry” with aid of a model.
Reduction of design staffs – inevitable, as is redn in size of industry.
But retreat must not become a rout.  Want therefore in to-day’s debate to announce this design project study - £1/2m over 18 months.


W’in publd estimates.  Key advance in all aviation, civil & industry.

H.B.
More than £1/2m is at stake…


Is the political necessity over-riding?

P.T.
I am under heavy attack about the industry.
No commitment to produce an aircraft.

P.M.
Cd you not be vague?

P.T.
B.A.C. are out of design work because of my cancellations.

D.S.
Bound to be central to any advance in aircraft design.

Hail.
 Project study does not commit.

H.B.
I agree with that.  But if announced public will assume we are going to build the aircraft.

P.M.
Cd Ty. fears be met if P.T. explained in his speech what project study does involve and what it doesn’t.

P.T.
Willing to do this.






[Exit C., J.A., Dundee


4.
Incomes Policy.

S.Ll.
Diffy. way in which Press represent settlements in private industry.
I.C.I. and Massey Ferguson awards are actually not so bad as they were represented to be.

M.
Wages Council.  21/2-9% awards are being made.
Public haven’t understood policy – or the need for it.

Hail.
We must put our view across.  And must seize topical instances.

R.M.
We shall get into trouble if we start criticising individual firms.

P.M.
People do know:  but some don’t agree that it’s necessary and more don’t like it.

Ch.H.
Common re-action to unpopular measures tht. ‘you haven’t explained it properly’.


But more Ministers cd. expound – instead of leaving it all to Ty. Ministers.  Need for repetition, in simple terms.

I.M.
Many feel that others are exempt – the chorus & the heavy-pressure T.U.’s.  cf. Orpington.


Ministers are speaking – but aren’t reported.  Anyhow, it’s not news.
Policy is accepted but wildly unpopular.

D.E.
New point:  change in method of settling wage claims.
Departure from comparability.

P.M.
Seize occasions (e.g. Ritchie) to correct.
Don’t make attacks on particular firms.



Use arguments re Bank rate etc., to slow tht. policy is




succeeding.
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29th March, 1962

1.
Security in Public Service.

[Enter M.R., Att.G.

P.M.
In view of Pincher’s article we now propose to include a version of Ch.7.


2.
Parliament.

I.M.
Business for next week.

S.Ll.
Can H.B. wind up Budget debate?  Traditional tht. Ch/Ex. shd. do so.
Need I be bound by this?

R.A.B.
S.Ll. can decide in his discretion.

P.M.
Let Ty. Ministers consider.  But my instinct is for S.Ll. not to seem to be backing out.


3.
The Budget.

S.Ll.
Explained our proposal to be included.



No note taken.





[Enter P.M.G.


4.
Incomes Policy:  Wages Council Awards.

J.H.
Explained his position.  Tabled draft letter.

H.B.
Ministers must be seen to show disapproval by referring back – even if they are re-submitted w’out alteration.  I put this at E.P.C.  J.H. suggd stronger statement:  this is not stronger.

I.M.
Words quoted, which I need in debate, were considered statement of Govt. policy.  Line now taken by H.B. is not consistent with what I said.
Tho’ we cd. strengthen the draft answer to come nearer to H.B.’s suggn.

M.
Support I.M.’s view.

Hail.
Univ. teachers 3%:  nurses 21/2% - in order to help M/L. to hold the private sector.  But his schedule is wholly in excess of our norm.
This is indefensible.

S.Ll.
V. small propn of whole field is under our control.  We must therefore proceed by example (where we do control) or precept (where we don’t).  J.H.’s line is not sufficient precept.

J.H.
Ready to strengthen what I say to Wages Councils – but don’t want to take action wh. can’t be effective.

P.T.
We are asked either to enforce across the board or to drop it.
Our posn must be weakened if M/L. accepts these awards w’out at least askg. for re-considn.  Ask them for statement showg. how they reconcile these awards with Govt. policy they were asked to consider.

I.M.          x|
My statement said:  after 1/4.  Those in already cd. be referred back 

                   |

consistently with that.

C.S.
Our only hope is to go on saying tht. wherever we can act to secure compliance with our norm. policy, we will do so.

Att.G.
Cd you not also threaten to take power to amend awards inconsistent with Govt. policy.

J.H.
We may come to that.  But remember these are all low-paid workers.
This is a political diffy.




General support for line at x/.

P.M.
Wd prefer to avoid statement in H/C.


Why shdn’t. M/L. write to Councils, referring to his earlier request, pointing out danger to these workers if general policy fails, asking them to think again.  Confine this to Councils wh. have made awards, but send copy to those now considering new cases.




Agreed.

H.
But face it, they won’t respond, and then we must legislate & go much further or see our policy collapse.

P.M.G.
Referring back is not inconsistent with I.M.’s statement.  That referred to delaying operation of an award.






[Enter J.A.






[Exit Att.G.


5.
Portugal.

H.
We shall be criticised.  But bearable if we cd. get the assurance they won’t be used in Angola.  We ought to be able to get that.

J.A.
They wdn’t be much use in Angola.

M.
But they aren’t useful in N.A.T.O.
All Dpts. favour save C.R.O., Admy & B/T. (unless useful to N.A.T.O.).

D.S.
If aircraft were moved to Angola, no-one wd. think assurance was worth anything.

J.A.
We use Azores & Cape Verdi for non-N.A.T.O. purposes – tho’ pretending the contrary.

M.
Cd F.O. discover extent of assurances we can get.

F.E.
Worth taking a risk on this.

P.M.
Not in Africa or, failing that, not in Africa save v. external



aggression.
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1.
Common Market:  Commonwealth Consultation.
[Enter M.R.

P.M.
Am informing C.P.M. tht. we want a mtg.  Picture will have emerged by end July.  C.P.M. to start 10/9.


We shall have a bad summer.  Must consider later how to get some holiday early in August.


2.
West Irain.
H.
Informal contacts betwn. D. & Indonesians – were going well:  basis D. adminn wd. phase out as I. phased in.  But Sokarno broke off talks because D. didn’t accept immediate recognition.  He then sent invaders to off-shore islands.  D. are sending re-inforcemts. to throw them out:  & we shall be asked for re-fuelling facilities – and later, perhaps, logistic support more generally.
U.S. may feel tht., if serious fighting developed, they have to give such support.

Hail.
U.S. cd, do it at sea:  much easier, politically.

H.
Can prob. fend this off pro-tem.  Tell Amb. to try U.S. – easier.

P.M.
Cd be v. awkward situation for us. 


3.
Laos.

H.
Harriman has persuaded Thais to support U.S. view – neutral Laos under nald govt. under Phonma.  They are advising Phonmi accordingly.
But latter holds out still.  And we are stuck.  King has proved broken reed in this.


Communists think Phonmi will collapse in 2 months if U.S. help w’drawn.


R. Amb. seems to be co-operative:  pressures on Phonmi.  But dangerous to w’draw support in case Communists shd. get upper hand:  which they cd. do if R. eluated.  But seems no other way of bringing him to heel.

P.M.
This is policy we persuaded U.S. to follow.  But, if it lets Communists in, great blow to U.K. – and to the West generally.

H.
Neutral Govt. under Phonma is best solution – with armies disbanded and internatl supervision.  But Phonmi can’t be bought.


4.
Congo.

H.
T/A. talks continuing, but not going well.  T. will wait.  But U.N. man (Gardiner) is losing patience, and suggests best way is to clear up Katanga by force – using Army of Central Govt.  This seems to conflict with U. Thants policy on use of force.  We must counsel patience.


5.
Berlin.

H.
U.S. had 40 hrs. of talk at all levels – we are all reading the records now!


Calm & objective discussion of the problem – after initial propaganda.


E. Germans have put up some arbitration proposal for air corridors – a 4 Power court to settle dispute.  This suits them
[Exit Ch.H.



because implies recognition.  U.S. are considering wtr. they can “distort” it.


6.
Nuclear Tests.

H.
U.S. have made up mind to test.  Had hoped they wd. separate atmosph. from underground; for former can be detected – and inspected by air samples collected by neutral aircraft.  But now clear Mr.K. wd. not accept this – i.e. ban on tests in atmosphere.


U.S. Govt. much concerned at Congress attitude.


One other plan we cd. put to U.S.  “International minus one” posts round Soviet Union vice internatl posts w’in S. Union.  Wd mean more inspn teams going in to check doubtful incidents, wh. R. are certain to reject.  Just worth trying to get Mr.K. to offer this.

I.M.
Public opinion accepts tht. we have done all we can:  blame lies with R.:  expect U.S. to make the test series.  V. steady.

P.M.
i)
Wd still like to avoid tests.

ii) Want to get best public position, if tests are inevitable.


Feeling (H.G.) tht. we ought to be talking to K.?

[Exit K.
Tho’ I wd. prefer to reserve that for Berlin.

I.M.
Public like Summits, but want them to be meaningful.

H.
U.S. want Summit on Berlin, if there is any hope of modus vivendi.  There is a chance of getting some agreement on disarmament which cd. be submitted for endorsement by Summit.
In that context it wd. have to be in May.


7.
Kenya.

R.M.
Two points outstandg.  i) land: White Highlands



                            ii) control of police.


May get agreement on these.


Kenyatta may decline to sign because no date for independence.


He may also brk. on exclusion of Odinja.


Wd prefer to see a break on either of latter than on former.
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5th April, 1962


1.
Parliament.

[Enter Mr.R.

I.M.
Business.  Budget next week throughout.


Monday following:  Supply.  Opposition may want Rhodesia.  Will discuss with them.


2.
Foreign Affairs.

H.
a) Berlin.
No R. interference or flights in air corridors, since Friday.

H.W.
Norstadt thinks R. are trying to get out of this.


b) Congo.
A & T. are talking:  no progress.


c) Indonesia.  Mr K. has pressed Sukarno to resume talks.  He seemed ready to do so, on phased in & out plan in concert with U.N.  But Lunz has re-acted against resumption: & is cross with U.S.  Local pressures in Holland wd. be useful if plan were leaked, but we daren’t do that.


3.
Rhodesia.

R.A.B.
Memo. based on discussions with Govrs. & H. Commr., who all agreed.
Want soundings now – otherwise we can’t hold Banda from coming here.  Must deal with N. ques.:  pity to handle it alone – esp. while Fedn is having its election.  Hence composite approach.
Start talks with Banda in confidence & tell Fed. Govt. we’re doing so.


Banda won’t have existg Fedn but is not adamant v. some other form of assocn.  If we accept his statement tht. he is now willing to remain in present Fedn, we may get constructive help from him

Welensky won’t be constructive, but might acquiesce in initiative by us.  Hence plan for small constitutional mission – not as successor to Monckton or to be repve:  but to do the work.  Annex shows what is needed.  (i) wd. be done by Dep. Chairman.  (ii) is bait for S. Rhodesia & Fedn.  4 men:  to help our chaps on the spot & ourselves.  (iv)  Cd. be left over pro-tem.

D.S.
Wd report be published?

R.A.B.
No.

D.S.
If it were published, factories wd. take as minimum parts which suited them.


Does (iii) not simply that we have decided already to break up Fedn?

R.A.B.
Merge (iii) into (ii) – to examine, with the Govts. concerned including the Federal Govt.


There wd. have to be some statement.

K.
Para 3 of memo.  “to get things moving”.  Avoid implying a re-hash of Monckton.  Stress that it’s a working body.  Special advisers vice formal commission.

E.H.
Factual material cd. usefully be published.

R.A.B.
For consideration.

H
Support idea of advisers.


Nyasaland:  tell Banda we won’t meet his deficit if he abandons advantages of Federation.


Worried about 2(c):  does it involve referendum?

R.A.B.
Tied by preamble of Fed. Constitution.


N. Rhodesia delay – gives us chance to make progress with different form of association.  Between now & October.

D.E.
Success depends on the peoples’ understanding economic facts.
Commn shd. include someone like Tuke, who wd. carry more influence with employers than an economist.

Hail.
T. of r. speak wholly of Govts.  Advisers shd. not be so restricted.

R.A.B.
Accept that point.

P.M.
Summing up.  i) Avoid impression of another R. Commn.



A working body – instrument for R.A.B. to help him.
No single formal Report:  stream of advice



Factual material cd. be made public at will.

R.A.B.
Alport has now advised me to put more stress on economic aspects.

P.T.
Cd the Commrs. be attached to R.A.B.’s staff – to keep final decision in our hands.  Special advisers.

P.M.
We must avoid position that Parlt. has a right to see & discuss what they say.

S.Ll.
Do we need more staff or strength on the economic side?



Either in W’hall or on Commrs. – or both.

R.A.B.
Stress penultimate sentence of memo.


Also para 7.  Govr. believe Banda can be persuaded to accept this.

M.
Frederick Seaborg (?) – Barclays:  is v. knowledgeable on Fedn.




Agreed:  On amended basis – Govr. to open proposals with

          with Banda & H. Commr. with Welensky.


4.
Kenya.

R.M.
Parties agree to framework for constitution.


On formn of Coalition – K.A.D.U. agreeable.  K.A.N.U. have asked for i) Kenyatta is to be head of Govt.  ii) date of independence.



I have told them I can agree to neither;  but have given them formula on (ii) which they may accept.


If there is a break now, it will be responsibility of K.A.N.U.


Economic missions project have bn. accepted.


5.
Zanzibar.

R.M.
Parties can’t agree:  no constitutional advance possible.  Told Delegations to go home.


6.
National Theatre.

H.B.
Going well.  Next step will be to publish (Joint Council) so that we can submit it formally to Art Council.  They are our official advisers.  We can’t be committed until we have their advice.

P.T.
Why another opera house?

H.B.
Because Sadlers’ Wells isn’t suitable for opera.


Stratford cdn’t have bn kept in:  jealousies too great.

P.M.
Bring it out before Easter.




Agreed.


7.
Nuclear Tests.

P.M.
Clear from Geneva that R. are not prepd to accept any checks in their territory.


Much talk on wtr. underground tests cd. be detected from outside R.



B. scientists are more hopeful on this than U.S., & both agree tht. such a system wd. not be wholly reliable at present.  But not the immediate problem for, even with this system, you wd. need some means of investigating the doubtful events:  and R. will have none of that.  Argument on means of establishing prima facie case is therefore irrelevant at present.



U.S. have now given preliminary notices to mariners & tests will start soon after Easter.


Must therefore have joint appeal to K. or joint statement.
Mr.K. has no objn to my making independent appeal.  W’ton tel. message of ¾.  Or he wd. agree to a joint statement.
Shall I concentrate on joint statement e.g. Thursday – or shd. I make, in advance (tomorrow) an independent approach (by letter) to K.?  If K.’s reply were negative, we cd. still have joint statement.  Read draft of such a letter.  Recognise reply wd. be negative (some loss of prestige):  might be thought we were not fully in line with Mr.K. tho’ this presumption cd. be dispelled:  might make it more difficult to get Summit on even more crucial matter of Berlin.  Br. opinion – two views:  some wd. be glad we had done everything:  others that it’s pointless.

D.S.
Favour a letter.  But wd. explain more fully what we have proposed, can’t understand why it isn’t acceptable.  Rejection wdn’t damage our prestige.  Mr.K. seems to want it.

H.
There must be joint statement next week.  That wd. make D.S. points in full.


If P.M. writes, K. may send reply embarrassing to U.S. – who are now determined to test.  He may say:  I offered Summit mtg. on this.

H.W.
U.S. scientists are divided.  Mr.K. mght. be in diffy if K. accepted internatl detection.  Even so, favour letter.

I.M.
Favour letter – to show we have done all we can.

S.Ll.         x|
Shd you put the dangers to Mr.K..

Hail.
Favour appeal – but it isn’t convincing if it’s all about underground tests when only practical issue now is tests in atmosphere.

P.M.
Ready to put these Mr.K. viz. offer of Summit or acceptance of principle when we mght. be divided on methods & numbers.

K.
Favour letter.

P.T.
So do I.

C.S.
For home opinion, yes.  But support S.Ll.’s point because U.S./U.K. relations.

J.H.
Favour letter – but not in terms of an appeal.

D.E.
Only reason why K. shd. respond to desire to split us from Americans.

E.H.
R. determined to test.  U.S. are right to test now.
Offer to suspend atm. tests w’out inspn was a mistake.


Our relns with U.S. & with other W. Powers.  Latter will be taken as dividing ourselves fr. U.S. – with no prospect of success.
Will weaken our posn.


I wd. prefer to rely on joint statement.

R.A.B.
Impressed by E.H.’s points.

H.
All internatl arguments are v. letter.  No point in it unless needed for U.K. opinion.

R.M.
Not needed for U.K. opinion.

H.B.
We shd. not do this solely for sake of U.K. opinion.
Letter shd. make it plain tht. rejection wd. not be of U.K. alone but of all countries of the world.

P.M.
Put it to Mr.K. – does he still think it wd. be worth doing.
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7th April, 1962

1.
Nuclear Tests.

P.M. 
On Mon. p.m. joint statement will be handed over to Soviet Govt.
On Tues a.m. a lr. from me will be handed to Mr Krushchev..


To some extent this gives best of both worlds.


This has all been agreed with U.S. Govt.


2.
The Budget.



No note taken.
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17th April, 1962

1.
Foreign Affairs.

[Enter M.R.

a) Disarmament.

E.H.
U.S. draft treaty now tabled.  Neutrals plan for internatl cttee of scientists to supervise verification.  Doesn’t meet U.S./U.K. view.

D.S.
Useful if R. turn it down.  Better to avoid saying it doesn’t meet us.

H.W.
Not so easy.  R. cd. expose technical differences between us & Americans.

b) Germany:  Berlin.

E.H.
Rusk saw Amb. y’day in W’ton.  Cdn’t present any document because of diffies with Fr. & G.  Now intended to discuss at Athens.

c) Congo.
E.H.
U.S. Amb. has put a plan to T. & A. – compromises.  They will examine it.


2.
E.E.C. Meeting at W.E.U.

E.H.
My statement  well received by Six.  They are now considering how we cd. be associated with their discussion of the political problem.

Hail.
The leaks are awkward.  Cd we avoid this by disclosing text in advance?

E.H.
V. awkward.  This is first leak from W.E.U.


Time-table for negotiations.  Ministers likely to come to grips by end/May.
Hope we can finish by end/July – or early August.

D.E.
Anti-C.M. Tories are getting ahead.  Shd Ministers speak more strongly on basis tht. we must go in if we can get the terms?

E.H.
Effect on negotiations:  varies:  but steady flow of strong speeches wd. help me now.

H.B.
Cd we have confidential guidance on new points to make.

J.M.
Esp. on Fouchet.

E.H.
Can give factual informn on Fouchet.  We have refrained from comment.
But the broad points made in my speech cd. be used by Ministers.


3.
Parliament.

I.M.
Business for week following end of Recess.


4.
Federation of Rhodesia.

R.A.B.
No statement needed before Easter.  Can wait until debate 8/5.
I will then go there for 2 wks:  can’t deal with R.W. by telegram.


Composite approach was at first well received by R.W. – and I believe he will accept it in due course.  But his Ministers won’t agree because don’t want any statement by me during Fed. election:  not unreasonable & I accept that posn.


Fed. Govt. are worried about Nyasaland.  But we can’t keep it in existg. Fedn by force.  Propose therefore to have enquiry:  viability of Territory & future form of association with the other territories.
Banda has accepted that.


Trying to persuade R.W. tht. we must have parallel enquiry in N. & S. Rhodesia.

R.M.
Satisfactory tht. Banda has accepted this & refrained from coming to Ldn.

R.A.B.
Have reported accordingly to P.M., who is satisfied.





[Enter C., J.P., J.A., E.P.    


5.
Incomes Policy:  Doctors & Dentists in Forces.

H.W.
Have seen Secy. B.M.A.  Agreed formula on lead.  Promised not to use it later to secure increases for N.H.S. doctors.

E.P.
Presentation – to avoid repercussions on N.H.S. salaries.
Must not be percentage – either of salary or of lead.


Wish to keep in touch with Service Dpts. on numbers.

H.B.
More work has bn. done.  This plan is acceptable to me.
M/D. has shown there is rather more than £1/2m. lift from Grigg & I am ready to accept £575.000.


Serious emergency threatens which we must meet.

S.Ll.
Present as use of money accrued under Grigg formula.
Present also a unique – inapplicable, e.g. to Prison doctors.

J.H.
Wd have preferred to see this presented as bounty.

H.W.
Can’t do that.  But can say extra money will be paid as a lead over N.H.S. salaries as recommended by B.M.A.

I.M.
Repercussion on nurses.  Also:  must be a precedent.

H.W.
Criticism of Forces pay award was tht. it was mean.  Show that people do regard service pay as different.


Not sure tht. even this is enough to get recruits needed.

S.Ll.
Present as new situation resulting from end/N.Service.

M.
Support J.H.  Cd it not be called a supplement?

H.W.
Cd do that.

Ch.H.
Basic difficulty:  work in R.A.M.C. is mainly administrative and non-clinical. That is real reason – not the money.

J.P.
We are re-organising also – areas vice units:  has administrative work.

R.A.B.
Use of N.H.S.?

J.P.
Studying this:  but inconsistent with giving R.A.M.C. a more interesting job.

R.A.B.
This will be noticed & percentages will be worked out.  But stress Grigg money:  use “supplement”:  emphasise end of  N.S.



         
                                               [Exit Service Ministers & E.P.


6.
Anglo-Portuguese Alliance.

E.H.
As in memo.  Salazar has said he is examining Treaty.  H. intends therefore to spk. to P. For. Minister at Athens mtg.  Para. 6.

J.A.
Staging at Sal. Cape Verde is vital to us.  Overlying Angola is also important.


Wd like to discuss with F.O. possibility of a reciprocal agreement with them on staging & over-flying. – in substitution for Treaty.

H.W.
Don’t mind so long as we exclude El Adem
Ch.H.
Is it wise to raise this?

D.E.
I doubt it:  this is a dying regime.  Goa was humiliating to P. Army, on whom S relies.  Shd we do better with successor Govt.  Unless it’s urgent, better to wait.


Br. community in P. are v. Lièn with regime.  They wd. think we had let them down.

Hail.
P. will have social revolution in P. itself. That is their real problem.  An approach based on their Colonial position misses the real point.

P.T.
We can live with this for longer.

E.H.
Argument for action is tht. our relations with P. generally are v. Unsatisfy & it’s embarrassing for us if we make no effort to improve them.

J.A.
Put it on basis, not of difference of our Colonial policy, but on future possibility of guaranteeing support when we relinquish sovereignty over Rhodesia, Singapore, etc.

S.Ll.
Wise for the For. Secy. himself to get involved?  Better to do it thro’ Ambassador?


Doubtful about 2nd half of para. 6.

E.H.
At Athens talk by H. wd. be less committed than approach thro’ Ambassador.




Agreed.  (i)         J.A. & F.O. to explore possibilities of 
                                    reciprocal agreement.

(ii) Authorise H. to have tentative talks.

(iii) Warn him there are misgivings over getting too deep into this.




(ii) to be done at Athens mtg of N.A. Council.






[Exit J.A.


7.
M/East Kuwait.

H.W.
Communications with Ldn. are liable to interruption.


Flying-time for Iraq to Kuwait is virtually nil.


Need therefore to authorise C-in-C to take out airfield, in event of aggression, if commn with Ldn. are broken.

E.H.
A large authy to delegate to mil. commander.


We shd. need to be able to show tht. Iraq attacked before we acted.  Risk of appearing to have offered provocation.



Awkward in U.N.


This point shd. be brought out in instructions.

H.W.
During Kuwait operns communication with Ldn. was broken for all of one night.


But cd. re-draft to meet some of E.H.’s point.

D.S.
Are we sure we can deal with Iraq attack.

H.W.
Yes:  but only if we can fly re-enforcements in.




Agreed:  M/D to revise directive with F. O. in light of the




                Cabinet’s discussion.
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3rd May, 1962.


1.
European Economic Committee.
[Enter  M.R.

E.H.
Stated our views.  They have excited few comments.  But some



difference in Six on ques. whether we shd. be associated in



further discns of political union.  Fr. alone are opposed to this…...


Brussels negotiations.  Report by officials shows all the gaps.  8 main



headings.  Compromises explored w’out commitment.  Next



phase:  true negotiations.  Deputies have proposed areas for 



discn – save for one these coincide with our own ideas.  They



want to concentrate on agricultural ques. wh. affect C’wealth:



we are ready for that.  Levy system also – will be one of most



difficult negotiations:  a test case.


2.
Economic Situation.

P.M.
Political situation is threatening.  On economic situation –



i)
what ought we to do, in next stage.

    }   over next



ii)
what are we to say – in presenting our case. }   3 months.



In this period, no pol. capital to be made over C. Market because



can’t prejudice negotiations.


I was interested in a) interest rates  b) credit, generally.

S.Ll.
B/payments.  1962 will show continuing improvement


i)
1960: - £288 m.  1961: - £70 m.  1962:  + £150.


ii)
1959: - £152  1960 - £490  1961 – 62. £ m.  1962 – small surplus.



ii) is inclusive of capital movement.


Reserves  576 fr. I.M.F. Aug.  Reserves 350 m. more than July, having



paid off large part of borrowings.


C/living figures.  From 100 to 120 since 1956.


B/payments will continue to improve in first half 1963 but not in



second.


Exports:  can’t rely on general improvement:  four or five lines are



carrying most of the burden.


Fixed investment:  will rise.


Current expenditure (public) will also rise.


Unwise to start reflating:  we might have to clap reservations on later.

D.E.
Satisfy if we can restore our pol. posn by improvement in economy.



But we are in different sitn now.



After 6 years of war and 6 of Socialism, people wanted period



of quiet govt.  They have had this.  They now are ready for



change – esp. on home front.  won’t be satisfied merely by



demonstratg. tht. economy is healthier.


Moreover, if we say the economy is better, incomes policy may be 



undermined.  Shd we not rather say – these are some of the things



you can have if the incomes policy is accepted.

P.T.
We can’t buy ourselves out of our political difficulties.



Our policies have gained many advantages.


Make it plain tht. an incomes policy is a permanent feature.


If we reflate at all, be v. careful to consider where it shd. go.  Not



to personal consumption, certainly.


Main need is to remain tough on incomes policy.

R.M.
Improvement in economy won’t itself solve our political problem.



But C. Market will be the main issue.

D.S.
Indicate targets which are worth sacrifices involved by wages policy.

Hail.
New mood – good time since 1951 – now they want more.



C. Market will be a theme, but can’t be put forward now.


National efficiency isn’t high enough.  Our theme shd. be – revival



of efficiency.  Not easy for us now, after 11 years in office.


Also sense of insecurity about Britain’s future.

Ch.H.
People are tired of us, but also of emphasis on material things.  There



is need for new enthusiasms.  C. Market will provide new &



vivid controversy.  In addn, we must seek for new ideas in other



fields, work them out & present them.


Some progress in international affairs wd. help.

I.M.
Agree tht. economic improvement won’t win us next election.



But I wd. not reflate.  Lower Bldg. Socy. rates would help.


I wd. hold off pressure for increase in O.A.P. as long as possible.



But public service pensions shd. be increased – pari passu



with any increase in public assistance.


Wages policy vital – as permanent.  But some anomalies must be



rectified – e.g. nurses.


Endorse Hail.’s view.  Linked with end of Empire.  Entry into



C. Market cd. give us a new enthusiasm.


M’while, we shd. claim we have won (by policy since last July)



a sound base for expansion.

R.A.B.
We must continue economic policy.  At this stage consolidate our



own supporters.  Support S.Ll. in holding a stiff line.


Incomes policy.  Develop this on permanent policy.  But some



anomalies will have to be removed, sooner or later. 



Special claims of nurses, probation officers and nurses.


New ideas – stress competition.  Link with C. Market.

C.S.
Need for incomes policy after we had bn. in office 10 years – this



alone wd. have accounted for our loss of popularity.  But we



must hang on it for some time yet.  Don’t relax even for nurses.



Esp. in areas which have caused us unpopularity.

H.B.
Support Ch.H. and R.A.B.


Don’t relax.  We don’t need quick prosperity.  We need a steady rise



coming twds. peak in autumn ’63.


Incomes.  It’s not possible to petrify all differentials at point they



happened to be at in July, 1962. Nurses.


Targets:  don’t assign dates.


More speed in pressing desirable policies.

                    x/
Lack of confidence between Ministers & business people.


Malaise – not end of Empire – rather a feeling tht. Tories have no



sense of purpose.

J.H.
“Permanent incomes policy.”  Govt. can’t impose it.  Must be done



with consent of employers and unions.  Can’t get it from



N.E.D.C. w’in a year.  In this intermediate phase we must be



more flexible – e.g. revaluate status of certain classes of worker 



w’out leading to leap-frogging.


We, as Govt., shd. interest ourselves more in fixing prices.


Can’t buy popularity.  Most we can hope for is respect for what we



have done.  We have established base for expansion.

E.M.
W’out incomes policy we are bound to fail.



Tough speeches needed to keep workers from claiming 



increases.


Building & civil engineering is key thing in affluent society.



Work of P.O. & M/Ed. in getting economic bldg.  M/Housing 



has not done this for houses:  we need more pre-fabrication.


Incomes policy needs to be supplemented by attack on restrictive



practices by labour.

K.
Intermediate phase before c. Market period.  Can’t wait for



second.  (Oct.)



Can claim no economic crisis this summer.



Wages policy – shd. relate it more directly to growth.



Disappointed at slow pace of N.E.D.C. – get some of its work



going even if we have to go slow in getting it to endorse incomes



policy.


After 11 years we are giving impression of not being interested in 



people’s lives.  Housing:  can’t rest on 300.000 achievement.





       Consumer:  some legn needed next session.





       Rights of individual:  Franks report 5 years’ ago.





                Look now at Ombudsman.





       x/ also:  we must do more.  P.M. may have to act.

P.M.
From now on, we must devote more time in Cab. to these things.




Resume this evening – at 6 p.m.

C.C. 31(62).




3rd May, 1962.


1.
Economic Situation (resumed).

P.M.
Will consider report of this a.m.’s discussion & take up points later.



M’while, right way of using N.E.D.C. on wages:  invite them 



to consider the means of increasg. industrial efficiency which



wd. make it possible to pay higher wages.


Can we dramatise our approach - presentation - picking out some



targets.


If so, we must mobilise all Ministers – and also back-benchers.


2.
Canada.

P.M.
In a bad way.  Invested in the boom, now in trouble.  Devalued



currency.


Politically, we shall get nothing from existg. Adminn – esp. Dief.


They tend to criticise C. Market on principle w’out considering 



merits.


J.D. may run campaign on patriotic anti-U.S. line.


Public, and business people, are more realistic about C. Market.



They believe we wd. influence it twds. expansion.


People are v. friendly to U.K.


Narrow result, whichever way election goes.


3.
U.S.A.
P.M.          i)
In spite of Keynsian policies, Admn is finding diffy in getting 



economy moving.  Row with steel is popular, but rather 



demagogues.  The steel cos. cd. have done it more sensibly –



by items instead of average increases & not doing it so soon.  



Even so, some shadow of New Deal – risk of losing co-opn of 



business.

                 ii)
Defence.  Mr K. is in diffies:  better armed v. Govt. agencies because



keeps his counsel in narrow circle.  Disappointed at out-turn of 



tests ques:  but looks as tho’ R. will do another series.  After that



U.S. might be ready to give it up.



Nuclear strength of R. & U.S. has got much too large.  To catch 



up R. must have devoted enormous resources.  A nuclear



exchange wd. kill 100 m. Europe, 130 in U.S. & 200/250 m. in 



U.S.  What will happen to credibility of deterrent when that is 



more widely known.  Will Govts. be willing to risk that sort of



destruction?  If not, this is instrument wh. will never be used.  

This is what causes them to think of larger conventional forces –



as reply to e.g. nipping out Hamburg.



U.S. have eliminated pre-emptive R. war – by protection of sites



& Polaris as 2nd strike.



But, unlike previous Adminn, this one believes tht. some day all



this nuclear business must stop.



K.’s emphasis, in speeches & interviews, are largely on his 



domestic problems.  This must reflect recognition of huge cost,



in resources of nuclear effort.

                iii)
Summit Mtgs.  I’m anxious to concentrate this year on C. Market.



Mr K. understands this - & recognises its importance to us.



He accepts tht. pro. tem. we shd. avoid mtgs. which wd.



exacerbate de G.

                iv)
Berlin:  W. Alliance.   U.S. annoyed with Fr. and G.  Cross at thought



tht. U.S. will be said to have sold Germans.  Tried to make Mr K.



realise tht. this is price of power.  But not sure any progress will



be made on Berlin – not a settlement anyway:  perhaps 



modus Vivendi which works on.  That wd. give us respite until



we are ready to go forward on tests.  Avoid Summit failure.

                v)
General relations with U.S. are good.  Won’t be affected by our entry



into C. Market.  Depends, not on our power nor on our nuclear



capabbilty, but on fact tht. they can trust us as they can’t trust



French etc.

                vi)
Irritants – tariffs.  Protection is traditional in U.S. & has now extended



to the South.  Pressure to let Tariff Commn have final decision.



He must accept some of their recommendations, or he may lose



his jurisdiction.



On shipping I have promised to send him a memo.

R.A.B.
Opinion here is not sure what U.S. motive is in pressing for our entry



into C. Market.  Must be political, not economic.  Suspicion



therefore that our sovereignty may be impaired


Press – brought out well tht. we are defending C’wealth interests.

P.M.         vii)
Colonialism.  Co-ordination W’ton/N. York.
 [Enter  Hailsham, M.R.


Congo:  Anglo-U.S.-Belgian co-ordinated policy.  
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10th May, 1962.


1.
Parliament.

[Enter  M.R.

I.M.
Business for next week.


2.
Foreign Affairs.


a)
Laos.

H.
Serious break of cease-fire nr. Ch. frontier.  No evce tht. Ch. troops



intervened.  Royal troops tho’ numerous ran away at once.



Commr is going to P. Lao H.Q. to-day to meet them & Phouma.



Macdonald happens to be there – none of Laotian leaders is in



the country – and it will be up to him to keep things quiet.  Some



signs tht. Phoumi is giving way to U.S. pressure.  No genl. wish



to resume civil war on full scale.


b)
Congo.

H.
A. & T. talks adjourned.  Gardiner (U.N.) talking to T:  hopes tht. T.



may be ready to return & settle – at end of this week.


On other hand mercenaries are returning to Katanga in some strength.



Airfield at Kolwezi being enlarged & bomb-proof pen being



built.  U.N. Commn wishing to inspect is being stalled off.


Cttee – U.S./U.K./Belgium:  in return for federal constn, T. to cough 



up revenue.  B. Govt. have agreed to Cttee:  must be secret.  



Agreed soln might be given to Sec-Genl. to put across.  (This 



arises from W’ton talks.)

P.M.
If we cd. get tripartite agreement on aim, it wd. be great advance.

H.
Yes:  but care over U.S. disposition to impose agreed policy.


c)
N.A. Council.

H.
Buried  i) N.A.T.O. deterrent  ii) M.R.B.M. plan.  Satisfactory.



We substituted plan for Nuclear Cttee thro’ which U.S. can tell



others their prepns & plans.  This will help in next stage – getting

                   x/

more reasonable strategy, balancing nuclear & conventional.


Political side.  Tensions because of Col. policies of Dutch & 



Portuguese.  Informal talk with P. For. Minister:  warned him no



likelihood of help in Colonies:  he was not disposed to review



Treaties:  but agreed to talks thro’ dipl. channels.

H.W.
Defence:  making some progress.  But x/ contain many unresolved



problems.


d)
Disarmament.

H.
R. want to adjourn on 1/6.  Clear they don’t want serious talk now.



We and U.S. propose to decline adjournment and continue until



Aug. – seriously comparing U.S. and R. plans.

P.M.
For some time therefore it will be mere propaganda exercise.


3.
Oversea Aid.

S.Ll.
With b/p. improvement increased pressure must be expected.  Cab.



shd. therefore see scope of commitment totally.


For multi-lateral arrangemts. we shall be under heavy pressure.


C’wealth.  Most urgent is Nigeria.  But Kenya will be inescapable.



Fedn will need a good deal.


F. countries.  Egypt:  have got contns from U.S. & Fund:  want some



from us.  If we don’t, trouble with our investments there.  If we



do, can’t refuse requests from others e.g. Turkey etc.

R.M.
May need money to get settlement in Aden.  Yet it’s E. that is making



trouble for us there.

H.
Cd you not make loan conditional on better behaviour in Aden?  Some



suggn tht. E. now wants to turn to West.

E.H.
E. For. Minister understands tht. outstandg. ques. must be resolved 



before loan:  but wd. not want two made inter-dependent 



publicly.  Also his latest figures are better.  Brely’s??? talk y’day.





[Exit  E.H.


4.
Industrial Dispute:  Docks.

[Enter  J.P., Att.G.

J.H.
Explained reasons for break-down in negotiations y’day morning.


Statement issued by Govt. last evening with P.M.’s approval.


G. Brown last p.m. pressed me to intervene, saying diffy was v. small.



Suggesting Govt. statements etc., are provocative:  Govt. are



putting all their pressure on T.U.


Saw G. Woodcock 9.a.m. today.  He stressed small difference & asked 



if we were trying provoke a strike:  I said we had not influenced



employers.  He was anxious tht. Cousins shd. not invoke 



T.U.C.  Promised him we wd. consult him re use of troops.



He suggd I shd. see leaders, separately.


I seek guidance on 2 pts.  i) If employers want compromise & suggest



3¼ - 3½% in all, shd. they be discouraged?  ii) If employers



don’t move upwards themselves, am I to suggest it?  In any event



unwise for me to “conciliate”, from my Dpt., in view of wages



policy.


Troops.  To be efficient on Mon., want to have recce parties Fri. a.m.

I’m against that.  Don’t want them to be seen until all negotn


is over.  Avoid provocation.

S.Ll.
More to gain (incomes policy) by standing firm.  Don’t therefore 



do (ii).  On (i), more room for doubt:  but inclined to think offer



already made is too high.  Wd it appear tht. they were acting in 



concert with Govt?

P.M.
70.000 dockers.  About 50% or less are on time-rate at any given time?

J.H.
50% of cost is on time:  but less men are on time.

P.M.
Well:  majority are on piece-rates:  they have accepted 3%.


Time rate:  5½ days at 32/10.  1/= p.day = 3%.  1/6 (demanded) = 



4.5%.  The 6d in dispute therefore represents another 1.5%.


Apparent anomaly:  piece-rate workers who draw more earnings have



had 3% increase offered & have accepted it.

I.M.
Cousins’ action is direct challenge to Govt., - as before.  Must be



resisted .  Clear therefore tht. we don’t urge employers to



raise bid.  If employers themselves want to do so, Minister shd

(if asked to advise) discourage them – on basis tht. what they

                     y/
have offered already is on high side:  but shd. make it clear it’s



their responsibility.

M.
I agree.

J.H.
So do I, actually.

H.W.
Troops shd. be used, initially, only for m’taining essential supplies.

R.A.B.
Agree:  tho’ we mght. want to enlarge scope later.



We can put in 35.000 initially:  another 35.000 later if all



training suspended.

R.M.
On y/ we shd. either discourage or say it’s their responsibility.



Can’t say both.

H.B.
I agree.  Other trades are settling much higher & we say nothing.



We shd. stand on posn tht. it’s their responsibility.

D.E.
With a policy we have a view on average %age.  Follows we must



have a view on who shd. have more & who less than the average.



If we believe these people are being offered too much, we ought



to be seen to be saying so – to get p. opinion behind the policy.

Ch.H.
What about statutory duty of M/L. to conciliate?

I.M.
Discharged by conversations y’day and to-day.

J.H.
If then a strike, Cousins will seek to spread it – to markets,



lorries etc.

D.E./P.T.
With the redn in hours from 1.1.63, total value will be 7½% of which



3% now.  (The 1/= on time rate = 3%:  and 1/6d wd. be 3¾%.)

P.M.
Troops.  Certainly don’t have recce before weekend.  Dockers might



back down up to Sunday p.m.  Don’t need 100% efficiency from



dawn on Monday.


No Proclamation until Mon. a.m.  Don’t move troops in advance of



that.  They can come in on Tuesday.

I.M.
We have known for weeks tht. this threat was over us.  We shall look



weak if there isn’t prompt movement on Mon. a.m.  Agree no



action until after Saty;  but no delay until after that.

S.Ll.
Move them up on Sunday p.m., when their demonstrations are over.

J.P.
What about recce?  We need to send 30 people, in plain clothes,



while men are still working.


Advance parties:  to “billeting” areas, to make preparations.  Wd like



them to go on Saty & move troops fwd. on Sunday.  In first



phase, they will be accommodated in mil. establishments



Tho’ they won’t go near the docks, they will be seen to be



moving.




Agreed:  {  Recce parties (plain clothes) on Saturday p.m.





      {  Advance parties Saturday p.m. or Sunday p.m.





                as necessary & troop movements (Sunday).

S.Ll.
If employees had accepted the offer, we ought (on form) to be 



protesting against decision.  Inconsistent therefore not to 



discourage employers from offering more, in this case.

H.B.
Still think we shd. have it with employers.  Otherwise we shall be said



to have caused this strike.  And we can’t fight it effectively if



public opinion is against us.

D.E.
We shall have to be ready to say tht. settlement (this or any other) is 



out of line with our policy.

J.H.
Enough for me to state the facts – which will show 7¼% not 2½% -



clear enough that this is out of line.


Will suggest to employers tht. they bring this out in Press – now.

Ch.H.
What am I to say m’while?  If I say this goes beyond incomes



policy, Govt. is taking sides in the dispute.

P.M.
State facts and let people draw own conclusions.

Ch.H.
Can’t avoid answering ques:  what is Govt. view?

I.M.
I can state facts & say I am going no further in individual case now



under negotiation.

S.Ll.
Tho’ at some stage we shall have to express disapproval – otherwise



rlwaymen. must get 5% or more.

H.
What answer will J.H. give if Opposn ask him why he won’t appoint



a court of enquiry?

J.H.
V. awkward.  Must think about it.

F.E.
Troops.  Can exports have 1st priority?

P.M.
This must be worked out over next few days.

R.A.B.
Unloading foodstuffs must come first.

[Exit
J.P.


5.
Incomes Policy:  Nurses.

[Enter  E.P.

E.P.
Propose to let Council start discussing an ultimate solution, on basis



that it might have to be implemented by stages.








[Exit  E.P.


6.
Shipping.

E.M.
i)
U.S. policy of flag-discrimination.  To get their trade in 




U.S. bottoms.


ii)
U.S. attempt to regulate liner conferences.




Bonner Act restrictions.  Our line:  i) no country can alone




control international conference:  ii) Act is to be 




administered in interests of U.S. Commerce (esp. shipping).  




Maritime Bd. in U.S. can under this Act make life 




impossible for foreign shipping.  European Ministers of 




Shipping are trying to evolve collective policy in respect of




this – Scandinavians are dragging on this.  Brought to a




head by demand for documents:  I have told our cos. not 




to produce them:  Bd. maintains their demand.  Risk of




show-down in some court.

Att.G.
28/2/62 was last time I heard of this.  F.O., were considering wtr. this



cd. be referred to Internatl Court.


Repns were successfully made about this sort of thing some years ago



in context of anti-terror legislation.  V. large ques. of principle.



If we can’t succeed by persuasion, our only remedy is recourse



to Internatl Court.

H.
I wd. like F.O. to examine this with Att. Genl. and M/T.

Att.G.
I shd. like further factual informn.

H.
P.M. has sent memo. to Mr K.



Agreed:
F.O. to initiate considn with Att.G. & M/T.





Take a/c. of work in progress by officials.


7.
Incomes Policy:  Probation Officers.

R.A.B.
We appointed Cttee to re-phase their pay.  We proposed to suspend



this & give only 2½%.  Employers have declined to toe the



line & offered 10%.


There will be a row over this.

