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CONCLUSIONS of a Meeting of the Cabinet held at 
10 Downing Street , S. v7*l. , on \/EDITESDAY, s

August 26th5 1931, at 3-20 p.m. 

PRESENT:-
The Right Hon. J.. Ramsay MacDcnald, 1,L P.,

Prime Hinistcr. (In the Chair). 

The Right lion. The Right Hon. 
Stanley Baldwin, H.P. , Philip Snov/den, LLP. ,
Lord President of the Chancellor of the 
Council. Exchequer. 

The Right Hon. The Right lion. 
Sir Herbert Samuel, G-.C.B. , Lord Sahkey, G-.B.E. , 
G-.B.E. LLP., Secretary Lord Chancellor. s

of State for Home Affairs. 

The Most Hon. The Right Hon. 
The Marquess of Reading, Sir Samuel Iloare, Bt* 

G'. Bo E. , 0. is-i. u-. , i.'ic P.,
Q-.CV.0o , Secretary of State Secretary of State for 
for Foreign Affairs. India. 

rhe Right Hon. The Right Hon. 
J.H.Thomas , II.P. , Neville Chamberlain, LLP.., Secretary of btate for Minister of Health. -Dominion Affairs and 
Secretary of. State for 
the Colonies. 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G-.3.E. , M.C. , M. P.,
President of the Board 
of Trade. 

o * a 

Colonel Sir ML P. A. lianlney, G-. G. B. , G-.C.M.G-. , ....... . Secretary. 
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The Meeting of the Cabinet took place 
immediately after a Meeting of Ministers, the Minutes 
of which latter are attached in the Appendix. 

FINANCE, 1. After preliminary discussion of the 
ECONOMY 

and financial and economic position on the basis 
PARLIAMENTARY 
PROCEDURE. of the statement made by the Chancellor of the 

Exchequer at the earlier meeting (Appendix) 
Cabinet Committees. .and of parliamentary procedure, the Cabinet 

(Previous refer- agreed — 
ence: Cabinet 
46 (31) Conclusion To set up the following Committees 
1). 

(a) A Financial Committee composed as 
fj^ follows 

 T t i eS-iAX a^k.  Chancellor of the Exchequer, 
/' The Home Secretary, 
f1(^,^- The Minister of Health, 

to make recommendations to the 
Cabinet as to taxation to be 
imposed. 
(It was arranged that this Committee 
should meet in the Chancellor of the 
Exchequer's Room at the Treasury, on 
Thursday, August 27th, 1931, at 
3.0 p.m.) 

(b) A Committee, composed as follows -
The Prime Minister, 
The Lord President of the Council, 
The President of the Board of Trade, 
The President of the Board of 

Education, 
to examine the economies mentioned in 
a statement by the Chancellor of the 
Exchequer (Appendix, Item 2) and to 



make recommendations to the Cabinet as 
to the measures of economy to he 
adopted. 
Note; The Cabinet left it to the 
discretion of the Prime Minister to add 
as a member of this Committee, if he 
thought desirable, the new Financial 
Secretary to the Treasury, when 
appointed. 
(It was arranged that this Committee 
should meet in the Prime Minister's Room 
at No. 10, Downing Street, on Thursday, 
August 27th, 1931, at 11.0 a.m.) 

(c) A Committee, composed as follows -
The Prime Minister, 
The President of the Board of Trade, 
The Secretary of State for Scotland, 

to advise the Cabinet as to the procedure 
to be adopted for introducing the 
Government's proposals on taxation and 
economy. 
(It was arranged that this Committee should 
meet in the Cabinet Room at No. 10,Downing 
Street on Thursday, August 27th, 1931, at 
. 10.0 a.m. The Secretary was instructed to 
arrange for the attendance of Sir William 
Graham-Harrison and Mr. Thompson and the 
President of the Board of Trade undertook 
to arrange for the attendance, if possible, 
of Sir Eyres Monsell). 

In addition to the above, the Prime Minister 
instructed the Secretary to circulate to the Membefs 
of the Cabinet, the departmental memoranda which had 
been prepared for the use of the late Government on the 
Report of Sir George May's Committee on National 
Expenditure. 



HOME AFFAIRS 
COMMITTEE. 

(Previous 
Reference: 
Cabinet 23(29), 
Conclusion 3). 

The Cabinet agreed — 
That a Home Affairs Committee, composed 
as follows -

The Lord Chancellor (Chairman) 
The Chancellor of the Exchequer for 

representative) 
The Home Secretary, 
The Secretary of State for Scotland, 
The Minister of Health, 
The Minister of Labour, 
The President of the Board of Education, 
The President- of the Board of Trade, 
The Attorney-General, 
The Solicitor-General, 

should be set up to examine Bills from an 
economy point of view. 



LEGISLATION NOW 
BEFORE 
PARLIAMENT. 

Statute of 
Westminster. 
Cab-.--37(31)1. 
London Passenger 
Transport Bill. 
(Previous 
Reference: 
Cabinet 40(31), 
Conclusion 12), 

3. The Cabinet discussed briefly the 
position of the Statute of Westminster and the 
London Passenger Transport Bill. It was stated 
thatyfche latter was controversial. 

The Cabinet agreed -
(a) That the Secretary of State for 

Dominion Affairs should circulate 
a Memorandum on the Statute of 
Westminster, together with the Bill. 

(b) That the London Passenger Transport 
Bill should be considered at a 
later meeting. 



LEAGUE OP NATIONS: 
REPRESENTATION OP 
HIS MAJESTY* S 
GOVERNMENT AT 
FORTHCOMING 
MEETINGS. 

(Previous 
Reference: 
Cabinet 29(30), 
Conclusion 3). 

F.H. 

4. The Prime Minister informed the 
Cabinet that the following meetings were to 
take place in the near future at Geneva in 
connection with the League of Nations 

Co-ordination Committee - August 31st. 
European Commission - September 3^4-
League Council - September figfe 
League Assembly - September 7th. 

The question arose as to the 
representation of the United Kingdom at these 
meetings. 

The view was expressed and met with 
support, that in principle it would be 
undesirable that a Government formed to deal with 
a particular national emergency, should be 
weakened at the present juncture "by the detachment 
of a Member of the Cabinet to attend an inter
national meeting. 

The Secretary of State for Foreign 
Affairs, who had himself formed at first sight 
a view similar to that stated above, said that 
he wished to examine the matter a little more 
closely before taking a decision as to the 
representation of the United Kingdom. ':i 

The Cabinet agreed — 
To leave the matter to the Secretary 
of State for Foreign Affairs, in consulta
tion with the Prime Minister. 



m& INDIAN 
ROUND TABLE 
CONFERENCE. 

(Previous 
Reference: 
Cabinet 15(31), 
Conclusion 14) . 

rU. 

if 

5 . Among the questions of urgency to be 
considered by the Cabinet, the Prime Minister 
mentioned the Indian Round Table Conference. 

The Secretary of State for India said 
he would like an opportunity to examine the 
question in the India Office before expressing 
any view. 

The Prime Minister instructed the Secretary 
to place the subject on the Agenda Paper of 
the next meeting of the Cabinet. 



tSARMAMENT. 

Previous 
teference: 
labinet 40(31), 
Ibnclusioii 4). 

6". The Prime Minister mentioned the question 
of Disarmament Policy as one on which the 
Cabinet, before long, would have to settle its 
procedure. He recalled that several Members 
of the new Cabinet had been members of the Three 
Party Sub-Committee of the Committee of Imperial 
Defence. He mentioned that the Three Party 
Sub-Committee had adjourned on the understanding 
that the preparations would for the moment be 
continued by the late Government. It now 
devolved upon the present Government to continue 
the work of preparation. 

The Cabinet were informed that the 
late Government had, at the suggestion of members 
of the Three Party Sub-Committee, referred 
certain questions to the Chiefs of Staff 
Sub-Commi ttee. 

The Cabinet agreed — 
(a) That the Resolutions adopted by 

the Three Party Sub-Committee of 
the Committee of Imperial Defence 
should be circulated to Members 
of the Cabinet; 

(b) That the procedure to be adopted 
should be postponed until a 
report was received from the 
Chiefs of Staff Sub-Committee. 

- 7 



THE SUMMONING 
OP PARLIAMENT. 

(Previous 
Reference: 
Cabinet 38(31), 
Conclusion 1.) 

7 . A short discussion of a preliminary 
character took place as to the date at which 
Parliament should be summoned. The Prime 
Minister informed his colleagues that the 
Speaker was agreeable to the summoning of 
Parliament on September ^th, which had been 
mentioned as the probable date in a statement 
issued to the press on the formation of the 
new Government. No action had, however, 
been taken as yet to summon Parliament. 

There was general agreement that it 
would be very undesirable to postpone the date 

8 

later than September ^th, but it was felt 
that before the summonses were issued there 
should be no doubt as to the readiness for 
introduction of the necessary legislation. 
This would depend on the work of the Committees 
referred to in Conclusion 1 . 

The subject was left for decision 
when further progress had been made in the 
formulation of the Government's policy. 



PROPOSED
STATEMENT 
TO THE PRESS.

(PreviousReference: 
Cabinet 46(31). 

Conclusion l(i)). 

 8* In the course of the discussion referred 
 to in the preceding Minute, the suggestion was 

made that in view of the time elapsing before 
 the meeting of Parliament it might be desirable 

to issue a statement to the press of a general 

character, dealing with the intentions of the 
Government on Economy. 

The Cabinet were informed that the Prime 
Minister, the Lord President of the Council and 
the Home Secretary were to see representatives of 
the press at the Foreign Office the same evening 
at 6.0 p.m. 



9 . The Minister of Health said that if the 
medical officers' fees were to be reduced, as 
proposed by Sir George May's Committee on 
National Expenditure, their representatives 
would have to be seen at an early date. He 
thought that more time would be required to 
give effect to the proposals of the Committee 
on National Expenditure on de-rating. 

The Cabinet agreed — 
That the Minister of Health 
should be authorised to 
arrange for the earliest 
possible meeting with repre
sentatives of the medical 
officers, 



NEXT MEETING 
OP THE 

1 0 . The Cabinet agreed — 
CABINET. That the next meeting of the 

Cabinet should be held on 
MONDAY, AUGUST 3 1 s t , 1 931 ,. 
at 4 . 0 ' p.m. in the Cabinet 
Room, 1 0 , Downing Street. 

2 , Whitehall Gardens, S.W . 1 . 

2 6 t h August , 1 9^1 . 
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Meeting of Ministers held at No. 10 Downing 
Street, S.W. 1. , on WEDNESDAY, August 

26th, 1931, at 2.30 p.m. 

PRESENT i-

The Rt,Hon. J. Ramsay MaeDonald, M.P.., 
Prime Minister. 

Et. Hon. Stanley Baldwin, M.P. ,
Lord President of the Council. 
Rt. Hon. Sir Herbert Samuel, 
J.C.B.,G.B.E.,M.P., Secretary 
y£ State for Home Affairs. 

-Most Hon. The Marquess of 
heading, G.C.B.,G.C.S.I. ,
&CI.E. ,G.C.V.O. Secretary of 
State for Foreign Affairs. 

St. Hon. J. H, Thomas, M.P., 
Secretary of State for Dominion 
£ifairs and Secretary of State 
"or the Colonies. 

Bt. Hon. Sir Philip Cunliffe
$ster, G.B.E. jM.C. ,M.P. ,
President of the Board of 
fraae. 

!jjt. Hon. Sir Austen Chamberlain, 
!.!&.,M.P., First Lord of the 
l^fBiralty. 

Rt. Hoq,. i5ir Donald MacLean, 
vB.E.,,$f.P., President of the 
card pf. Educ a ti on. 

a^st Hon. The Marquess of 
^dbnderry, K.G.,M,VoO. First 

aissioner of Works. 

The Rt. Hon.. Philip Snowden, M.P., 
Ohancellor of the Exchequer. 

The Rt, Hon. Lord Sankey, G.B.E., 
Lord Chancellor. 

The Rt. Hon. Sir Samuel Hoare, Bt. 
G.B.E.,C.M.G.,M.P., Secretary of 
State for India. 

The Rt. Horu Neville Chamberlain, I.P 
Minister of Health. 

The Rt. Hon. Lord Amulree, G.B.E., 
K.C., Secretary of State for Air. 

The Rt. Hon. Sir Archibald Sinclair, 
Bt., C.M.G. ,M.P., Secretary of 
State for Scotland. 

The Rt. Hon. Sir Henry Betterton, Bt, 
CB.E,9MoP* Minister of Labour. 

The Most Hon. The Marquess of Lothian 
C.H, Chancellor of the Duchy of 
Lancaster. 

Colonel Sir M.P.A. Hankey, G.C..B..,G.C.M.G., . Secretary to the 
Cabinet. 



HE CIRCUMSTANCES 
N WHICH THE 
OVSRNMENT HAS 
SEN FORMED. 

-1. The Prime Minister opened the meeting of 
Ministers by expressing his deep obligation to 
his colleagues, who had come forward to help 
the country out of its present difficulties. 
Although they were accustomed to sit on opposite 
sides in Parliament, he hoped that they would 
now co-operate and show forbearance one to 
another, thus forming an effective co-operative 
body. There' would no doubt be difficulties 
but means must be found for solving them. He 
recalled that at Buckingham Palace he had 
stated that so far as he was concerned he would 
be handicapped by the fact that the vast proportion, 
of his Party not only would not support the new 
Government but would be in opposition. He would, 
however, do his best as an individual and this 

former 
applied to those of his / colleagues who were now 
Members of the present Government. 

At a later stage of the meeting the First 
Lord of the Admiralty expressed his appreciation 
of the line taken by the Prime Minister and 
those of his colleagues in the present Government 
who had been Members of the late Government. 
His own colleagues and the Members of the Liberal 
Party who had entered the Government had had to 
take a decision rather different from what 
anyone had expected. They had staked everything 
and nothing could justify their attitude except 
success a As one who would not be present at 
the meetings of the Cabinet he ventured to say 
that it would be necessary to overwhelm all 



opposition. That could, only be accomplished by 
boldness in execution. He would therefore always 
be inclined to support larger rather than 
smaller measures. 

The Home Secretary also paid a tribute to 
the Prime Minister and his colleagues who had 
been Members of the late Government, and 
emphasised the courage and public spirit they 
had shown. He thought this would be recognised 
by the nation at large and history would endorse 
their attitude. He expressed' appreciation of 
the action of the Lord President of the Council 
in serving with a Prime Minister whose views 
had been different from his own in many matters, 
as well as that of the Pirst Lord of the 
Admiralty and other Ministers who had put all 
other considerations aside in the interests of 
public security. 

The Lord President of the Council said 
that he and his colleagues would do their best. 



2. The Prime Minister said, that the chief 
purpose of the Government was to deal with 
the financial situation. Those of his colleag 
who had been in touch with him during the last 
fortnight were informed upon the subject, but 
in order that all might understand the 
existing difficulties he would ask the 
Chancellor of the Exchequer to open with a 
statement. 

The Chancellorrof the Exchequer then 
made a full statement of the prospective 
deficit during the current year and the next 
financial year, and gave particulars of the 
measures of economy contemplated by the late 
Government. This statement will be circulated 
as a separate document. 

The Chancellor of the Exchequer added 
that at noon that day the news from the Bank 
of England had been satisfactory. Up to 
midnight on the previous evening the bankers 
in the United States of America had insisted 
that Prance should join in the loan which 
had now become necessary. At first there 
had been some reluctance on the part of the 
French bankers, but now it seemed that they 
were becoming more reasonable. Officials from 
the Treasury were proceeding to Paris to-day to 
discuss questions relating to the rate of 
interest and so forth. 



The Prime Minister gave particulars of 
certain negotiations that had taken place between 
the late Government and representatives of the 
Bank of England, who had found it necessary to 
consult confidentially the President of the 
United States Federal Reserve Bank on the subject 
of the conditions precedent to a loan. 



LBIKET 
tOCEDURE. 

3 , The Prime Minister mentioned that his usual 
custom was to begin meetings precisely at the 
pre-arranged time. He appealed for punctuality 
in attendance. 

He also instructed the Secretary as 
follows:

(a) To circulate as soon 
as poss ible, as has been customary 
on the formation of each new 
Administration since the War, a memorandum 
setting out existing Cabinet 
proc edure; 

(b) To circulate to all the Ministers 
present at this meeting the 
Minutes of all meetings of the 
Gabinet as well as the Agenda 
Papers. This would enable 
Ministers who were outside the 
Cabinet to notify if their Depart
ments were concerned with any 
subject on the Agenda Paper and to 
raise for consideration any question 
on which they required a Cabinet 
decision. 

He asked Ministers to do their best to 
keep in touch with the Cabinet and with one 
another, and to inform.him if there was any 
question of difficulty arising in the 
administration of their respective Departments. 

The Prime Minister added that, while it 
might be desirable to hold occasional meetings 
of all Ministers, he thought that the Cabinet 
itaelf should take all decisions. 

This was generally agreed toB 

[Whitehall Gardens, S.W.1 
!'?J 2$th August, 1 9 3 1 . 
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C A B I N E T 49 (51) . 

Meeting of the Cabinet to be held at No. 1 0 , 
Dovming Street, S.W . 1 . , on MONDAY, 3 1 s t 

August, 1 9 3 1 , at 4 . 0 p.m. 

A G E N D A. 

FINANCE, ECONOMY AND PARLIAMENTARY PROCEDURE.. 
(Reference Cabinet 4 8 ( 3 1 ) Conclusion 1 , and 
Note by the Secretary, covering Departmental 
Observations on the Report of the May Committee, 
(CP. 206 (31) - already circulated).) 
(i) Report of Economy Committee. 

(CP. 203 (31 ) - circulated herewith) . 
Memorandum by the First Lord of the Admiralty. 

(CP. 210 (31) - circulated herewith). 
Memorandum by the Minister of Health and the 
Minister of Labour. 

(CP. 211 (31) - to be circulated). 
(ii) Report of Finance Committee, (if any). 

(iii) Conclusions of Committee on Parliamentary Procedur 
(CP. 209 (31) - circulated herewith). 

THE SUMMONING OF PARLIAMENT. 
(Reference Cabinet 48 (31) Conclusion j). 

NOTE:- The following have been invited to attend the 
Cabinet in connection with Item'1:-

The Secretary of State for War, 
The Secretary of State for Air, 
The First Lord of the Admiralty, 
The Secretary of State for Scotland, 
The President of the Board of Education, 
The Minister of Agriculture & Fisheries, 
The Minister of Labour. 

(Signed) M.P.A. HANKEY, 
:.\V:, ' V Vivil;:,;::'; . 

Secretary, Cabinet, Biitehall Gardens, S.W . 1 . 

Li 28th August, 1 9 3 1 . 
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C A B I N E T 49 ( 51) . 

Meeting of the Cabinet to be held at No. 1 0 , 
Downing Street, S.W . 1 . , on MONDAY, Jlst 

a - tAugust, 1931 )  4 - 0 p.m. 

ADDENDUM TO THE AGENDA. 

THE INDIAN ROUND TABLE CONFERENCE. 
(Reference Cabinet 48 (jl) Conclusion 5 ) 

(Signed) M.P.A. HANKEY, 
Secretary, Cabinet. 

Whitehall Gardens, S.W . 1 . 

2 9 t h August, 1 951 . 
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CONCLUSIONS of a Meeting of the Cabinet held at 
10, Downing Street, S.W.1, on MONDAY, 

August 31st, 1931, at 4-0 p.m. 
PRESENT : -

The Right Hon. J. Ramsay MacDonald, M.P., 
Prime Minister. (In the Chair). 

light Hon. The Right Hon. 
iley Baldwin, M.P., Philip Snowden, M.P., 
President of the Chancellor of the Exchequer. 

icil. 
ight Hon. The Right Hon. 
Herbert Samuel, G.C.B., Lord Sankey, G.B.E., 

3.E.,M.P., Secretary Lord Chancellor. 
State for Home Affairs. 

J The Right Hon. fiost Hon. Sir Samuel Hoare, Bt., Marquess of Reading, G.B.E.,C.M.G.,M.P., '.B.,G.C.S.I.,G.C.I.E., Secretary of State for .V.0., Secretary of State India. Foreign Affairs. 
light Hon. The Right Hon. 

R . Thomas, M. P., Neville Chamberlain, M.P., 
Scretary of State for Minister of Health. 
pminion Affairs and 
icretary of State for 
m Colonies. 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G.B.E.,M.C.,M.P., 
President of the Board 
of Trade. 

THE FOLLOWING WERE ALSO PRESENT:-
Most Hon. The Right Hon. 
m Marquess of Crewe, K.G., Lord Amulree, G.B.E.,K.C, 
tpretary of State for War. Secretary of State for Air. 
ffpight Hon. The Right Hon. 
ir Austen Chamberlain,K.G.,M.P., Sir Archibald Sinclair, Bt., 
Irst Lord of the Admiralty. CM.G,,M.P., Secretary of 

State for Scotland. 

iRight Hon. The Right Hon. 
lp Donald MacLean, K.B.E.,M.P., Sir John Gilmour, Bt.,D.S.O., 
Resident of the Board of M.P., Minister of Agriculture 
[ducat ion. and Fisheries. 

Sir Henry Betterton, Bt., 
C.B.B..M.P., 
Minister of Labour. 

... 
ibel Sir M*P0A. Hankey, G.C.B.,G.C.M.G*, .. Secretary. 



1 * The Cabinet had before them the following 
documents relating to the Economy Proposals to be 
laid before Parliament:-

Report of the Cabinet Committee on 
Economy (Paper No. C P . 208 ( 3 1 ) ) ; 

A Memorandum by the First Lcrd of the 
Admiralty (Paper No. C P . 210 ( 3 1 ) ) , 
calling attention to certain para
graphs in papers of the preceding 
Government (Papers- Nos. N.E. (31 ) 22 
and N.E. (31 ) 3 4 ) , dealing with 
dockyard wages and naval pay and 
pensions; 
A Memorandum by the Minister of Health 
and the Minister of Labour (Paper No. 
C P . 211 ( 3 1 ) ) , on the subject of the 
possible use of the Public Assistance 
Authorities in assessing the amounts 
payable by the Ministry of Labour to 
insured persons not entitled to 
ordinary benefit. 

The Prime Minister said that, for the 
consideration of this question,, he had instructed 
the Secretary to invite to the Cabinet those 
Ministers whose Departments were especially 
affected by the proposals of the Economy 
Committee. 



2 . Arising out of a consideration of the 
proposed economies in expenditure on Education in 
England and Wales, the Cabinet discussed at some 
length the date at which the scheme of economies 
was to be brought into operation. 

It was explained that, so far as the 
Board of Education was concerned, the question 
of the date was governed by the contracts of the 
teachers. These contracts, which were entered/ 
into, not by the State but by the Local Education 
Authorities (to whom the State pays a percentage 
grant), provided, in the event of a change in 
conditions, for notice which varied from one month 
to six. The Burnham Scale, on which the rates 
of pay were based, was a contractual obligation, 
enforceable in a Court of Law, which made it 
impossible to abrogate the rates summarily. An 
alteration in the conditions of contracts would 
require a good deal of negotiation. Such 
negotiations were far more likely to result in a 
durable settlement if they could be dealt with as 
a whole, that is to say, if the date of operation 
of the economies, so far as the teachers were 
concerned, could be postponed until April 1st. 

The President of the Board of Education 
intimated that some small economies could be 
effected in the current financial year if the 
date of commencement was fixed at January 1 s t , 1 9 3 2 * 

but this would involve great administrative 
confusion, and he could not recommend it, particu
larly in view of the relatively small economies 



that could be realised in the present financial 
year. January 1 st was the earliest date at 
which economies could begin to operate, and 
he emphasised that on a long view there were 
great advantages in commencing all the new 
contracts on the same date. 

The postponement of the date for 
commencement of economies until January 1st, 
and still more until April 1st, in the case of 
the Board of Education, was found to present 
overwhelming objections from the point of view 
of the scheme of economies as a whole. Prom 
the political and psychological aspect the 
Cabinet felt strongly that in the present grave 
national emergency it was important to put the 
scheme into operation at the earliest date and, 
as far as possible, as a whole. The Fighting 
Services hoped to be able to begin their 
economies on pay, cost of living, and pensions 
from October 1st, provided that the Cabinet 
took a decision without delay, but the Ministers 
concerned advised that the personnel affected 
could only be induced to accept the reductions 
involved if assured that it was essential to 
the salvation of the country and provided that 
equal sacrifices were made by all branches of 
the public service. This latter consideration 
applied equally to the police forces. The 
exemption of one branch of the public 
service was calculated greatly to increase the 
difficulty of securing acceptance in other 
branches. The Cabinet felt also that the 
moral right of the Fighting Services and the 



Police to regard their conditions of pay and 
pensions as a contract, even though it was not 
enforceable in a Court of Law, was not inferior to 
that of the teachers. 

Various suggestions were made as to how 
the difficulties of the President of the Board of 
Education might be overcome. One such suggestion 
was to make the teachers' cuts in some way 
retrospective. Thus, as a condition of their 
new contracts, they might have to make up the 
balance next year, or they might be given the 
option, either of accepting voluntarily the reduction 
in their- salaries at once, or of foregoing later on 
a corresponding amount. Political objections to 
this course were pointed out. Another suggestion 
was that all branches of the public service 
incurring cuts in salaries, wages or pay, including 
teachers, might be given a note stating the amount 
due to them on their present scale, together with the 
sum to be deducted owing to the present financial 
emergency. By this means the money would be 
obtained at once; there would be no question of 
a breach of contract; and time would be gained for 
negotiations for a more permanent settlement. This 
latter course, however, was found to be open to 
considerable objections. For example, it would 
greatly increase the difficulties of giving any 
degree of permanence to the reductions even in the 
case of classes of public servants who are 
notoriously over-paid, and would lead to demands for 
re-instatement of the original amount. The 
proposal was rejected. 



The President of the Board of Education, 
while emphasising the great difficulties 
involved in upsetting existing legislation and 
contracts without having time to conduct the 
necessary negotiations, (in which connection 
he instanced the complication of the voluntary 
schools), undertook to do his best to meet 
the desire of the Gabinet that teachers' economies 
should be on the same basis as those affecting 
the Fighting Services and the Police, (notwith
standing the difference in the contractual 
relation of teachers to the State), and should 
take effect as from October 1st. The Prime 
Minister said that the Gabinet fully appreciated 
the difficulties of the President of the Board 
of Education, and would do their best to assist 
him in carrying out their decision. 

The Cabinet agreed:-
That the date at which economies 
in salaries, pay and pensions 
should begin to operate should 
be October 1 s t , 1 9 5 1 . 

(NOTE:- For Conclusions arising out 
of the above discussion 
affecting the Fighting Services, 
see Conclusion J). 



3 . Subject to the remarks of the President of 
the Board of Education summarised above as to the 
difficulty of realising extensive economies in 
the year T-9;5'1 * the Cabinet agreed — 

That Local Authorities should 
be informed that, as from 
1st October, grants will be 
calculated on a gross total 
for teachers' salaries, with a 
deduction of 1ffi from the 
present level; and that the 
present 6o£ grant shall be 
reduced to ^Of-, but the grant 
regulations to be adjusted to 
ensure that this reduction does 
not involve a transfer of charge 
to rates. Deficiency grant to 
be terminated. Growth of Millions 
expenditure next year to be 

cut down. £9.if 



O&TION 
fLAND). 
evious 
erence: 
inet 43(31), 
lclusion 2(B) , 
& (c)). 

If. The Secretary of State for Scotland explained 
that the Burnham Scale did not apply in Scotland, 
where teachersT salaries were governed by a 
National Minimum Scale. At the last computation 
it had been ascertained that the amounts paid 
in the aggregate exceeded the national minimum 
by £ 8 7 5 * 0 0 0 * Recently some cuts had been made , 
e.g. 10$ at Glasgow. In these circumstances 
an all-round cut of 15$ was impracticable. If 
made it would result in a great discrepancy in 
pay of teachers in Scotland as compared with 
England. Nevertheless he was prepared to accept 
the recommendations of the Committee on Economy. 
He would have to undertake negotiations with the 
Education Authorities in Scotland at once in order 
to work out the application of the scheme. 

The Cabinet approved the following 
recommendation of the Cabinet Committee:-

Education (Scotland). £ Million 
1 1 / 8 0 of saving in England 

and Wales 1-3 



5 . The Ghancellor of the Exchequer reported 
that when recommending that the reduction of 
£ 2 5 0 , 0 0 0 in the grants to the Universities, 
which had been adopted by the late Government, 
should not take place, the Gabinet Committee on 
Economy had been under the impression that the 
whole of the amount was already allocated to 
contracts running for five years ahead. It 
had since been ascertained that a sum of 
£ 1 5 0 , 0 0 0 had not been allocated in this manner. 

The Cabinet agreed — 
As regards University Grants 
to impose a reduction of.... £ 1 5 0 , 0 0 0 . 



6. The Home Secretary stated that he had met 
the Police Council and had discussed with them 
the economy proposals. He was to meet them 
again later in the week. He was not confident 
that the negotiations could be completed in time 
for the economies to begin quite as early as 
October 1st. The police, like the Fighting 
Services, could only be induced to accept the cuts 
in pay and pensions provided that it was necesaary 
to the salvation of the country, and provided that 
all branches of the public service made equivalent 
sacrifices. The police were paid to the extent 
of half by the State and half by the Local 
Authorities. Consequently the Police Council 
made the point that other municipal servants such 
as street scavengers, who are well paid, should 
receive corresponding reductions, a matter which, 
he suggested, should be considered by the Minister 
of Health. The Police Council had also enquired,
with reference to the proposed reductions in 
public pensions, whether other branches of the 
public service were to receive corresponding 
reductions. 

Questions were asked as to the precise 
effect of the economies on the national and local 
expenditure and the Home Secretary undertook to 
make further enquiries. % 

The Cabinet approved the following 
recommendation of the Cabinet Committee 

Police. £ millions 
in pay 

(l2-g$ cut/in. two instalments \ .  5 



IGHPING- 7. The first part of the consideration given to 
CES. 

economies proposed for the Fighting Services took place 
ious 
pence: during discussion of the date at which the scheme of 
P t 

? . * o economies is to begin to take effect. (Minute 1). 
ight of An important point that arose incidentally to that 
p.  on' discussion was as to whether the "other ranks" of the 
bion of 
ate. Fighting Services, on the reduction of pay and pensions, 
1* should have the right of claiming their release from their 

contract to serve and taking their discharges. Officers 
are normally allowed to resign at any time, but could 
technically be held to serve. The First Lord of the 
Admiralty made it clear that, so far as the Navy was 
concerned, the effect of permitting men to leave the Service 
would be disastrous, as the ratings most likely to take 
advantage of the concession would be the Chief Petty 
Officers and Petty Officers and the older and more exper
ienced men from whom the Petty Officers were usually 
selected for promotion. Great numbers might take their 
discharge, with the result that suitable men for these key 
positions would not be available, and the consequent damage 
to the efficiency Of the Service would be incalculable. 

a r  c

h 
The Secretary of State for War (although less insistent 
than the First Lord of the Admiralty) and the Secretary of 
State for Air accepted for the Army and Royal Air Force 
respectively that permission to terminate engagements 
should not be adopted as a sequel to the cuts in pay. 

I 

ADMIRALTY 
Dockyard Wages. The First Lord of the Admiralty intimated 
that, subject to some slight necessary adjustments, he was 
prepared to accept the recommendation of the May Committee 
for a 2/-s. cut in Dockyard Wages. But the intention of 
the Admiralty, after consultation with the Ministry of 



Labour, was to proceed through the usual channel of 
negotiation with the competent body. This would mean 
in practice that, failing agreement, resort would have 
to be had to Arbitration. This course, however, the 
First Lord explained was not likely to result In an 
adverse award. 

The Cabinet approved this course. 

The Fleet. The First Lord of the Admiralty warned the 
Cabinet, and asked them to place it. on record, that the 

ft. Navy had in recent years been cut to the bone and had 
tyll been "living on its fatT' without replacement. The 

building programme was drawn up on the assumption that 
there would be no great war for ten years, an assumption 
?;hich (as he had learned during his membership of the 
Three-Party Committee on Disarmament) was no longer valid 
on a logical interpretation of the Foreign Office 
Memorandum on the subject. Personnel was reduced to a 
point where the day-to-day requirements of the fleet were 
difficult to meet. Stores were depleted. Repairs to 
ships were seriously in arrears. It was due to the 
Board of Admiralty and to himself to state that the Navy 
was, even novj and apart from the economies, not capable 
of carrying out its tasks if a major war should break out. 
Nevertheless the gravity of the financial situation 
rendered economy indispenable, and risks must be run to 
save the State. The only way In which the £2,000,000 
economies, over and above those recommended by the Committee 
on National Economy could be realised, was by postponing 
until October 1952 the ships that were to have been laid 
down.on the last day of the present financial year. 
That economy could not be repeated in a future year. 



9 O 

If the financial position improved the situation could 
still be retrieved before 1936, the year when it was 
important to reach our national standard. Meanwhile 
alternative economies would be sought for with a view to 
avoiding so long a postponement of the commencement of 
the building programme, but he was not sanguine on this 
point. 

The First Lord further pointed out that the build-
Ing programme included no provision for the frustration 
of the programme of the London Naval Treaty, which 
seemed likely to arise owing to the failure of France and 
Italy to come to terms. There was every prospect that 
we should enter the Disarmament Conference with our 
weaknesses fully disclosed and in a bad position to 
negotiate. 

Subject to the above remarks the First Lord of the 
Admiralty accepted the proposals of the Cabinet Committee 
on Economy. 

THE WAR OFFICE 
The Secretary of State for War said that the Army 

Council are asked for two separate contributions to the 
economy programme of the Government. 

-

(i) A sum equal to the total of the economies 
recommended by the May Committee, viz:- £1,693,000. 
This reduction is expected to be permanent. The Army 
Council had already, in a letter to the Treasury of 
14th August, pledged themselves to make this contribu-" 
tion, but had asked to be allowed a little latitude as 
regards the precise amount of the cuts on Research, 
Education, Inspection, Works, etc., provided that they 
find equivalent savings of, say, £100,000, elsewhere. 



To give full effect, to the May Report on Research and 
Inspection might involve the discharge of several 
hundreds of employees. 

(ii) An additional sum of £2,000,000 for the year 
1932/3 which was, it was understood, in the nature of a 
temporary sacrifice. Among the steps by which this 
could be achieved he mentioned a suspension of all camps 
and training (£1,000,000) and the bringing of Reserve 
Pay Into line with the present cost of living (£500,000). 
Certain classes, e.g. Policemen who are Army Reservists, 
would be hit twice. Similar action in regard to other 
classes would yield £120,000. The Army Council asked 
for a little longer time for consideration of how to 
make up the remaining £400,000, but pledged themselves 
to respond in full to the demand for the double sacrifice 
of £1,693,000 * £2,000,000, it being understood that this 
may Involve the discharge of perhaps 250 men from the 
Royal Ammunition and Pilling Factory. 

The Prime Minister urged that every effort should be 
made to avoid the discharge of men in view of the extent 
of probable unemployment during the winter. 

AIR MINISTRY. 
The Secretary of State for Air reported that, given 

some latitude as to the method, the Air Ministry would 
find means to meet the reduced claim for £500,000. He 
warned the Cabinet that this Involved such expedients 
as temporarily reducing the intake of short service 
pilots for training, of aircraft apprentices for Halt on 
and of aircraft hands In the less skilled trade groups. 
These were postponements that could only take effect for 
one year. It also involved using machines that, other
wise, would have been scrapped. 



9 r.r 

While sharing the misgivings of the Ministers at 
the head of the three Fighting Services as to the grave 
effects of the economies on the efficiency of these 
Services, the Cabinet felt that In the present financial 
emergency there was no alternative but to adopt them, 
and agreed:

(a) To approve the following recommendation of 
the Cabinet Committee on Economy - "Recommen
dations of the May Committee were £4.1 million. 
In addition, the Admiralty will save £2 million 
next year by postponement of commencement of 
building programme, the War Office £2 million, 
In ways not specified", (but see above) "and 
Air Ministry million1' 

£.millions 
8.6 

(b) That permission o 
should not be granted to "other ranks1' 
as a sequel to reductions in pay, cost of 
living and pensions, to claim release from 
their contract to serve and to take their 
discharge. 
(Note: Officers are normally allowed to 

resign at any time, but could 
technically be held to serve). 

(c) To take note of the warning of the First 
Lord of the Admiralty as to the risks incurred 
by these decisions. 

(d) To take note of and approve the Intention 
of the Board of Admiralty, in carrying out the 
reduction In Dockyard Wages, to proceed through 

F.R. the usual channel of negotiation with the 
Sof̂ fe competent body, involving, in the event of a 

* failure to reach agreement, resort to arbitra
t ion. 

(e) To urge the Service Ministers to do their 
utmost to avoid or limit discharge of workers. 

(Note: For the decision as to Airships see following 
Minute). 



8. The Secretary of State for Air reported that 
it would be impossible for the Air Ministry to 

 achieve the full economies asked of them if the 
ence: 
o U S

: ^ 28 ' present airship policy was maintained. The 
lon
,  2j.). alternative policy, which he would greatly regret n

to adopt, would involve the scrapping of the 
W- Airship R. 1 0 0 , the Cardington Royal Airship Works, 

and, what was even more serious, the airship 
personnel. He gave the Cabinet full particulars. 

The Cabinet were reminded that a great 
deal of scepticism existed in the country at large 
as to the value of airships. The continuation of 
the present policy at a time when sacrifices were 
being imposed all round would be exposed to heavy 
criticism. 

While greatly regretting the necessity of 
changing the policy, the Cabinet agreed — 

(a) To adopt the first alternative 
policy that was submitted to the 
House of Commons by the Prime 
Minister on 12fth May, 1 931 ; 
NOTE:- An extract from the Prime 
Minister's speech in the House 
of Commons is given below:

"If the first alternative were 
adopted, we should destroy, or 
dispose of in some way or other, 
the airship R.. 1 0 0 , which is now 
in our possession. We should 
sell, or turn to other uses, which 
are not easy to find I may say, 
or, at any rate, we should change 
completely the character and the 
utility of the Cardington Royal 
Airship Works. We should have 
to make arrangements for termina
ting our responsibility for our 
bases in Egypt and elsewhere. In 
a word, we should have to give up 
all interest in airship develop
ment, except in so far as we might 
have a secretariat, a recording 
department with files of informa
tion acquired from foreign experience. 
We might have information, but we 

-15



should have no initiative. 
We should be in the position of 
being able to give information 
to this Committee or this House 
about what somebody else is 
doing, but we should be taking 
no part ourselves in the pioneer
ing work of discovering whether 
airships have a future or not.. 
The cost of that has been 
estimated at something like 
£20,000 a year, the greater part 
consisting of docketed informa
tion and books of facts." 

(b) That an expert nucleus should be 
retained by the Air Ministry, in 
order to watch developments in 
airships, meteorology, etc., and, 
to enable touch to be kept with 
experiments and developments abroad, 
efforts should be made from time to 
time to attach members of the 
experts staff to the relevant 
German and American organisations. 



9 . The Prime Minister informed, the Cabinet that 
he, in company with one of his colleagues, would 
see representatives of the press the same evening, 
in order to explain that vast programmes of economy 
and taxation could not be produced within a few 
hours; that piecemeal announcements could not be 
made, and that the policy as a whole could not be 
made public in anticipation of the meeting of 
Parliament. 



MINISTRY OP 
HEALTH 
ECONOMIES. 

en. 

(Previous 
Reference: 
Cabinet 43(31), 
Conclusion 2, 
(A) & (K)). 

(Previous 
Reference: 
Cabinet 36(31), 
Conclusion l) . 

1 0 . The Cabinet next began to discuss economies 
by the Ministry of Health, and more particularly 
certain points on which the Minister had 
promised to the Gabinet Committee to make further 
enquiries. 

The Minis ter of Health said he hoped 
to be able to realise the recommendation of the 
Cabinet Committee on Economy in favour of 
economies to the extent of £ 1 . 2 5 millioias, and 
possibly a little more. 

Rural Housing Act. 
By postponing, work on the recent Rural 

Housing Act, the Minister thought that economies 
could be achieved to the extent of £ 2 0 0 , 0 0 0 in 
a full year. This would involve giving immediate 
notice to the Advisory Committee and to Sir Tudor 
Walters and the Rural District Councils 
Association. A decision was urgent as the 
Advisory Committee for Scotland was due to meet 
on Thursday, September Jrd. He thought it would 
also be advisable to insert some mention in the 
Economy Bill as to the suspension, although in 
fact it could be achieved by administrative 
action. 

Some apparent discrepancy was noticed 
between figures given by the Minister and those 
given to the late Cabinet by his predecessor, as 
to the numbers of men likely to be employed 
directly or indirectly by the operation of the 
Act, if retained. 

The subject was adjourned until the 
following day, and the Minister of Health 
and the Secretary to the Cabinet'-were 
asked to look into the question of the 
figures. 



if) 
Prolongation of Insurance Act. 

The Minister of Health reported that 
economies could be realised by allowing the 
Prolongation of Insurance Act to lapse, and by 
dropping the Exchequer grant in aid to the 
Approved Societies central fund. New legislation 
would also be avoided by this proposal. This 
suggestion was discussed, and the Prime Minister 
invited the Minister of Health to consider, in 
the light of the discussion, whether it was 
worth while to press this proposal. 

The subject was adjourned until 
the meeting on the following day. 

Transfer from the Pensions Account of the National 
Health Insurance funds of the health insurance 
part of the contributions payable in respect of 
persons in employment over the age of 6*5. 

On the recommendation of the Minister of 
Health, the Cabinet agreed — 

That the health insurance part of the 
contributions payable invrespect of 
persons in employment, over the age 
of 6 5 , should, as from the 1st January, 

1 1928 ? be transferred from the Pensions 
C*d\t& tHVWIC j - Account/of the National Health Insurance 

J1-L  H n c r o . 

National Health Insurance. The Doctors' Capitation 
Rate. 

The Minister of Health reported that he 
hoped that the doctors could be persuaded 
voluntarily to accept a capitation rate of 8 / 

instead of 9 / - . Legislation would be required 
in order to provide that the benefit of the 
reduction should accrue to the Exchequer and not 
to the Approved Societies. 

- 1 9 



Previous 
Reference: 
labinet 36(51), 
lonclusion 9). 

Maternity and Specialist Services. 
The Minister of Health, in reply to a 

question, stated that the policy of his predecessor 
on Maternity and Specialist Services still required 
much time for negotiation, and for the moment 
there was no question of expenditure or economy. 



iZ 

NEXT MEETING OP 11 . The Cabinet agreed --
THE CABINET. , x 

(a) That the next meeting of the 
Cabinet should be held on 
Tuesday, September 1 s t , at 
3 . 0 p.m., in order to enable 
the Finance Committee of the 
Cabinet to meet on that morning 
at 1 1 . 3 0 . 

(b) That the Secretary should send 
invitations to the following 
Ministers, whose Departments 
were concerned in the remaining 
discussions on economy:-

The Minister of Labour, 
The Minister of Agriculture and 

Fisheries, 
The Secretary of State for 

Scotland. 

2, Whitehall Gardens, S.W . 1 . 

1 s t September, 1 9 3 1 , 
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Meeting of the Cabinet to be held at No. 10, 
Downing Street,- S.W.1., on TUESDAY, 1st 

September, 1931, at 3.0 p.m. 

A G E N D A . 

FINANCE. ECONOMY AND PARLIAMENTARY PROCEDURE. 
(Reference Gabinet 4 8 ( 3 1) Conclusion 1 , and 
Note by the Secretary, covering Departmental 
Observations on the Report of the May Committee, 
(CP. 206 (31) - already circulated).) 
(i) Report of Economy Committee. 

(C.P. 208 (31) - already circulated). 
Memorandum ley the First Lord of the Admiralty. 

(CP. 210 (31) - already circulated). 
Memorandum by the Minister of Health and the 
Minister of Labour. 

(CP. 211 (31) - already circulated). 
(ii) Report of Finance Committee (if any). 
(iii) Conclusions of Committee on Parliamentary Procedure;! 

(CP. 209 (31) - already circulated). 

2 . THE SUMMONING OF PARLIAMENT. 
(Reference Cabinet 4 8 (31) Conclusion 7 ) . 

3 . THE ROUND TABLE CONFERENCE. 
(Reference Cabinet 4 8 (31) Conclusion 5 ) . 

NOTE:- The following have been invited to attend the 
Cabinet in connection with Item 1 :-

The Secretary of State for Scotland, 
The Minister of Agriculture & Fisheries, 
The Minister of Labour. 

(Signed) M.P.A. HANKEY'," 
Secretary, Cabinet. 

Whitehall Gardens, S.W . 1 . 

3 1 s t August, 1931 . 
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CONCLUSIONS of a Meeting of the Cabinet held at 
10, Downing Street, S.W.1. on TUESDAY, 
September 1st, 1931, at 3.0 p.m. 

PRESENT:-

The Right Hon. J. Ramsay MacDonald, M.P., 
Prime Minister, (In the Chair). 

The Right Hon The Right Hon. 
Stanley Baldwin, M.P., Philip Snowden, M.P., 
Lord President of the Chancellor of the Exchequer, 
Council. 

The Right Hon. The Most Hon. 
Sir Herbert Samuel, G.C.B., The Marquess of Reading, 
G.B.E.,M.P., Secretary G.C.B., G,C.S.I. ,G.C.I .E. ,
of State for Home Affairs. G.C.V.O., Secretary of State 

for Foreign Affairs. 
The Right Hon. The Right Hon. 

Sir Samuel Hoare, Bt., J.H.Thomas, M.P., 
G.3.E. ,C.M.G. ,M.P. , Secretary of State for 
Secretary of State for Dominion Affairs and 
India. Secretary of State for the 

Colonies. 
The Right Hon. The Right Hon. 
Neville: Chamberlain, M.P., Sir Philip Cunliffe-Lister, 
Minister of Health. G.B.E.,M.C.,M.P., 

President of the Board 
of Trade. 

THE FOLLOWING WERE ALSO PRESETS: 
The Right Hon. The Right Hon. 
Sir Archibald Sinclair, Bt., Sir John Gilmour, Bt.,D.S.O., 
CM.G.,M.P., Secretary M.P., Ministej?6f Agriculture 
of State for Scotland. and Fisheries. 

Sir Henry Betterton, Bt., 
C.B.E.,M.P., 
Minister of Labour. 

Colonel Sir M.P.A.Hankey,G.C.B. ,G.C.M.G., Secretary. 



1 . The Cabinet resumed consideration of the 
Minis-t-py of Health economies and took up certain 
points which had been left outstanding on the 
previous day. 

Rural Housing Act. 
The Minister of Health read to the Gabinet 

an extract from a Memorandum by the Ministry of 
Health, dated 13th March, 1931, containing figures 
as to the number of men likely to be employed 
directly and indirectly by the operation of the 
Act. These approximated closely to those which 
he had given to the Cabinet on the previous day. 
He had been assured in the Ministry that they 
had not given any later figures to his predecessor 
varying substantially from these. 

The Secretary of State for Scotland reminded 
the Cabinet that housing in Scotland was a good 
deal behind England. He suggested that it would 
be desirable, without exercising pressure, to 
continue quietly the work on the lines of circulars 
already issued. 

The Minister of Health wished to be in a 
position to reply to enquiries from Local Authority 
who, if they were to proceed with schemes under 
the Act, would have to make applications by a 
certain date. Unless they were given a hint 
as to the intentions of the Government, the Local 
Authorities might continue to spend money in the 
preparation of schemes. 



I Previous 
^Reference: 
jabinet 49(31), 
Conclusion 10). 

a. 
$$til 

Previous 
Ipference: 
-Cabinet 27(29) 
inclusion 5). 

The Cabinet realised that however desirable 
it might be to press forward with schemes under the 
Act, this was not practicable at the present time 
for the reason that, owing to the financial crisis, 
money was not available. Any heavy expenditure would 
be inconsistent with the general objects for which 
the Government had been formed. 

In these circumstances the Cabinet agreed — 
That the policy in proceeding 
with the Rural Housing Act should 
be to go slow without actually 
suspending its operation. 

Prolongation of Insurance Act. 
The Cabinet then resumed consideration of the 

Minister of Health's suggestion that economies, 
(about £100,000) might be realised by allowing the 
Prolongation of Insurance Act to lapse. 

After considerable discussion the Minister 
of Health agreed to accept the view of several of 
his colleagues that, for reasons of discretion, it 
would be advisable to renew the Act. 

The Cabinet agreed — 
That the Prolongation of Insurance 
Act should be renewed by a 
separate Bill. 

Housing Subsidies. 
The Minister of Health said he required a 

little more time before he could report his definite 
recommendations. 

The question was allowed to 
stand over for further consideration. 

Chemists. 
The Minister of Health said he hopec1- ;o 

obtain £100,000 from the chemists. No legislation 
was involved. 



i General Conclusion on Ministry of Health Economies.  *
The Cabinet agreed — 

To approve the recommendation 
of the Gabinet Committee that the £ million 

e c o n o m i e sU %l j ii  by the Ministry of 
*wIL. /aj&J-**a*J' ""HealtEZshould amount to 1.2R 

-3



I)LIC\E.  2 * The Home Secretary reported that on enquiry 
he had ascertained definitely that half of the 

(previous 
Reference: "I2̂ ?S cut in the pay of the Police would accrue 
Cabinet if 9 
(31), Con- to Local Authorities, and the other half to the 
elusion G) . 

State. He was making enquiries as to whether 
V K. 
'' ' the State could not receive the whole. In the 

meantime the recommendation of the Economy Committee 
should read as follows:-

Police:
£ million 

One half of a 12-J$ cut in pay 
in two instalments ,5 



7.86 

fcoADS. 

J( previous 
feeference: 
[Cabinet, 4 3 ( 5 1 ) . 
Conclusion 2(D) ) 

JFORESTRY. 

(Previous 
Reference: 
Cabinet 4 3 ( 3 1 ) , 
Conclusion 2(G)) 

JUNSMPLOYMENT 
1GRANTS. 
(Previous 
Reference: 
Cabinet 43(31). 
Conclusion 2(H) ) 

3. The Cabinet approved the following 
recommendation of the Cabinet Committee on 
Economy:-

Roads. £ million 
Slowing down and postponement of 

schemes 

if. The Cabinet approved the following 
recommendation of the Cabinet Committee on 
Economy:-

Forestry. .2f8 

The Cabinet agreed 
(a) To approve the following recommendation 

of the Cabinet Committee on Economys
£ million 

Unemployment Grants . 5 
(b) That the Minister of Labour should 

communicate the above decision in 
strict confidence to the Chairman 
of the Unemployment Grants 
Committee (Lord St. Davids). 



hCKYAED PAY. 

previous 
Reference: 
labinet 49 
h i ) , C o n 
flusion 7 ( d ) . ) 

6 . The Lord President of the Council reported that 
the First Lord of the Admiralty had consulted Him 
as to how far he was justified in carrying out 
at once the decision of the Cabinet as to the 
reduction in dockyard wages. Was he at liberty, 
in anticipation of the meeting of Parliament, to 
proceed, through the usual channel of negotiation. 
with the competent body? 

The Cabinet agreed -
That the First Lord of the 
Admiralty should be authorised 
to proceed at once to give 
effect to the decision of the 
Cabinet. 



jj&EICULTURE 
JSNGLAND AND 
BLES) . 
(Previous 
Reference: 
Cabinet 43(31) 
Conclusion 2(1)), 

J. The Minister of Agriculture and Fisheries 
consulted the Gabinet on the following points 
which had arisen Departmentally in his effort to 
realise the economies proposed by the Gabinet 
Committee. 

Royal Veterinary College. 
In order to secure the total economy, it 

would be necessary tô e**4; the grant to the 
Royal Veterinary College. This would secure n s w  ̂ 
£ 5 0 , 0 0 0 tk&4S j6&a* and £100,000^9*^4 year if ftut. 
Jukstfio-iricvwtAj: urw-t 

&^agfc4^w*eeL/for two years. He thought it might 
be accomplished amicably. 

The Gabinet were reminded that the 
reconstruction of the College was dependent on 
the Government grant, and doubts were expressed as 
to whether tfais/was justifiable in the present 
state of the veterinary services in this country. 

The Secretary of State for Scotland said that 
he was relying on a cut of £ 5 , 0 0 0 to the Dick 
Veterinary College, a valuable institution in 
Scotland. If the cut was not made in the case of 
the London College, it would be difficult for him 
to apply this cut in Scotland. 

The Cabinet agreed — 
That the Minister of Agriculture 
and Fisheries should endeavour to 
secure a/̂ *t*i by agreement. 

The Challenger Research Ship. 
The Minister of Agriculture and Fisheries 

reported that as part of the economies it was 
prpposed to lay up the Challenger Research ship, 
which was not due to be completed before November. 
The Admiralty had reported that the ship could 



be laid up at a cost of £ 1 , 0 0 0 per annum at 
Chatham Dockyard. The cost for retaining it in 
commission was from £ 2 4 , 0 0 0 to £ 2 5 , 0 0 0 a year. 
As the ̂ tnawloflo had urged strongly for this ship 
to be provided, the alternative would be to 
invite the Trawling Association to take over the 
cost of the ship in commission. 

The Cabinet agreed — 
That the Minister of Agriculture 
and Fisheries should be 
empowered to negotiate with the 
Trawling Association with a view 
to their maintaining the 
Challenger in commission. If 
they refused, the ship should 
be laid up. 

Agricultural Scholarships. 
The Minister of Agriculture and Fisheries 

reported that by curtailing agricultural 
scholarships ,a saving could be effected of 
£ 9 , 5 0 0 in the present year and £ 1 5 , 0 0 0 in the 

3% 
financial year 1 9 ^ - 3 . 5 * The scholarships had 
already been allocated to certain persons 
who had qualified, but they had not yet been 
informed. His own proposal was that the 
selected candidates should be permitted to h?e*kd 
their scholarships but that thereafter no further 
scholarships should be awarded until further notice. 
This would effect a saving of £ 7 , 5  0 0 instead of 
£ 1 5 , 0 0 0 in 1 9 5 2 - 5 5 . 

The Cabinet approved the above 
proposal of the Minister of 
Agriculture and Fisheries. 

Allotments,, 
The Minister of Agriculture and Fisheries 

Onj CL̂ LdUtl/OTUxU Slum. Oj" 

said that^£25,000 hraeU-teen taJsô -g-o-r-ê Jre-ta-eate, 
If a my part of tho Agricultural Land (Utilioa-tjre^ 



aAtati**^ k o l i l v i £4 K.o-aL law. dtrw*, t̂ fc- -

Bill waa proooodod with this:—would be inciLu&gd.. 
Gocdo and implements'-had boon beu-ght for a-ee-gta-ia
mafflte-eff-ef' poeplre-. Allotments, however, had not 
much to do with agriculture, and he felt 
it would be difficult to proceed with this item, 
especially as a supplementary estimate would be 
required, at a time when important cuts were being 
made in expenditure on agriculture. The general 
view of the Cabinet was that it would be very 
undesirable to have a supplementary estimate 
for this purpose, ee^. 

The Cabinet agreed — 
That the expenditure on allotments 
should not be incurred, and that 
the Minister of Agriculture and 
Fisheries should do his best to 
present this decision in a 
favourable light. 

Agricultural Wages. 
The Minister of Agriculture and Fisheries 

mentioned that he hoped to obtain an economy of 
£4. ,000 by :ea&*5^i**g t&e six new agricultural wages 
inspectors, who had recently been appointed in 
addition to the previous staff of 15* 

The matter was left for the 
Minister to deal with departmentally. 

Ordnance Survey (Land Valuation). 
The Minister of Agriculture and Fisheries 

reported that the Ordnance Survey Vote included 
£ 2 5 , 0 0 0 for Land Valuation. A supplementary 
estimate of £ 2 9 , 0 0 0 v̂sas aa^t^&^^d in the present year 
for this Vote. 

The Cabinet were informed that this estimate 
had been published. 



Land ^
Valuation.
(Previous 
Reference:Cabinet 68(So), 
Conclusion 5).

 The President of the Board of Trade said that 
f proceeding with Land Valuation 

he had. raised the question/at the end of the meeting 
 on Economy, but had been given to understand that 

c

 question would be raised at the Finance Committee. 
The Chancellor of the Exchequer said that 

land valuation could not be abandoned, but might be 
slowed down. Relief might be obtained both this 
year and next, and it might be possible to avoid a 
supplementary estimate in the present year. 

The importance of avoiding supplementary 
estimates was impressed on the Cabinet. 

The Prime Minister said that the 
question of Land Valuation was 
involved in the larger question of 
suspension of all new expenditure, 
which he thought should appear as 
a separate item on the Cabinet 
Agenda. 

A^iAee^^y Farm Settlement. 
The Minister of Agriculture and Fisheries said 

he had under consideration the desirability of closing 
down a farm settlement at Agfcbeeiwa-yy. 

The matter was left to be settled 
by the Minister Departmentally. 

Conclusion. 
The Cabinet approved the following 
recommendation of the Committee on 
Economy. 

£ million 
Agriculture (England and Wales). 

Various savings . 5 8 



GHICULTURE 
-GOTLAND) . 

evious 
fere nee: 
binet 43(31). 
nclusion 2( J)) 

f. The Secretary of State for Scotland, aaid 
that agriculture was a more important item in 
the national economy in Scotland than in England. 
This increased the difficulties in making cuts. 
Nevertheless he hoped to achieve the economies 
proposed by the Cabinet Committee, for Scottish 
agriculture, provided that he was not tied 
to the May Committee recommendations. 

The Cabinet agreed -
To approve the following 
recommendation of the Committee 
on Economy:-

Agrjculture (Scotland) £ million 
Various Savings . 07 



L

a

^g. The Cabinet approved the following recommendation 
of the Economy Committee:-

Empire Marketing Board:evious 
Iference: 
fiinet 43(31), 
fficlusion 2(L)) * 

/o. 
BjONIAL ^L.
ifeLOPMENT 
Id. of the Economy Committee:
levious Colonial Development Fund £.million 
eference: .25 
finet. 43 (31), prtclusion 2(M)) - //. 
flSCELLANEOUS.
finis t era 
Salaries. 

itevious 
feerence:
abinet 41(31), 

a. 

' ba £.million 
In addition^the savings on publicity and 
other expenditure included under agriculture 

-£.25 
 The Cabinet approved the following recommendation 

 3^. The Cabinet considered the recommendations of the 
Cabinet Committee under the heading "miscellaneous" utiich 
included cuts In the salaries of Ministers, Judges, 

 Members of Parliament and higher Officers of the Civil 
and Fighting Services, as well as further economies to be 
found as the result of a review by the Treasury over the 
remainder of the field of economy. 

At a later stage of the Cabinet the original figure 
£.million 

of the Economy Committee of 2.5 
£.million 

was raised to 3. 

The Cabinet agreed:
(a) That certain questions raised by the Attorney-

General as to his salary should be left to the 
decision of the Prime Minister and the Chancellor 
of the Exchequer. 

(b) To adhere to the proposals of the Cabinet 
Committee that in the case of the salaries 
of Ministers and other public Officers the 
following cuts should be applied: 

Emolument s 
£. 

5,000 
2*5,000 
1-2,000 

Under 1,000 including 
Members of Parliament 

Cuts 

i 
20.0 
10 or 12f 
' s 



(c) At the end of the meeting the 
Cabinet raised the figure under £ million 
"Miscellaneous" from £ 2 . 5 million, 
proposed by the Cabinet 
Committee, to 3 



BRITISH 
UdGAST IMG 
pORifl! ION. 

Previous 
grerence: 
abinet 30(29), 
lohcluslon 15). 

la. 

The Cabinet agreed:
(a) That the Postmaster-General should be invited 

to see the Chairman of the British Broadcasting 
Company (Mr. Whitley) and the Director-
General of the British Broadcasting Company 
(Sir John Reith), and to endeavour to secure 
a substantial increase in the Income of the 
Government from broadcasting. 

(b) That the Secretary to the Cabinet should ' 
communicate this decision to the Postmaster-
General . 



0NBMPL0Y1IBNT 
INSURANCE. 

(Previous 
Reference 
Cabinet 
46 (31) 
Conclusion 
1). 

The Cabinet next discussed the question of 

unemployment benefit. 
(A) Reduction of Benefit. 
Attention was called to the following proposal 

in the Report of the Economy Committee 
"Reduction of benefits on scheme 
prepared by Ministry of Labour 
producing approximately 11%. 
(Adult man 15/-, adult dependent 8/- £ millions 
children 2/-. etc." 14.8 

It was pointed out that a statement by the 

Prime Minister in his broadcast address, would be 
interpreted universally to mean that the reduction 
of benefit was not to exceed 10%. Consequently the 
adoption of a reduction "producing approximately 
11/3" would present great political difficulties and 
was not acceptable. In this connection attention 
was drawn to a Table drawn up in the Ministry of 
Labour and submitted to the late Cabinet to 
illustrate, on a live register of 3,000,000 the 

effect of a reduction of b% and 10% as compared . 

with the present rate. It had then been estimated 

that a 10% reduction w ould give a net saving of 
£12,250,000. 

After further discussion the Cabinet agreed : 
(l) That the scheme prepared by the 

Minister of Labour (set out at the 
head of page 2 of Appendix I to the 
Economy Committee's Report)^to 
produce approximately an 11% 
reduction of benefits and a saving of 
£14.8 m. could not be entertained. 

(2) To request the Minister of Labour 
to submit for the consideration of 
the Cabinet a scale of reductions of 
benefit which will represent in each 
case,other than children's benefit, 
a cut in the benefit as nearly as 
possible of 10%. 

Note. It was hoped that this scale would 
produce a saving of £12,800,000. 

-15



(B) Anomalies. 
The Cabinet were informed that the Advisory 

Committee under the Unemployment Insurance (No.3) 

Act 1931, has just been fully constituted and that it 

was hoped that the Committee would hold their first 

Meeting about the middle of September for the 

purpose of considering and reporting upon draft 

Regulations to be laid before them by the Minister 

of Labour. Until the Regulations were operative 

no economies under the Anomalies heading could be 

realised. 

The view was expressed that every effort should 

be made to deal with the case where by arrangement 

with the employer the worker was employed for only 

part of the week, was entitled to benefit for the 

other part, and no contributions were payable on his 

account. It was pointed out, however, that during 

its passage through Parliament, an amendment had been 

inserted in the Anomalies Bill which made it difficult 

to deal with this particular class of case. 

The Cabinet agreed :
(1) That every effort should be made to 

secure a saving of at least £3 m, 
on Anomalies under the recent Act. 

(2) That the Minister of Labour should 
circulate to the Cabinet draft 
Regulations under the Unemployment 
Insurance (No.3) Act 1931, before 
putting the Regulations into operation. 



(C) Increase of Contributions. 

After some discussion, in the course of which 
the Cabinet were reminded that the May Committee 
recommendation for an all round increase of 

contributions had been tacitly accepted by employers 

and workpeople, the Cabinet agreed : -

To adopt the recommendation of the 
Economy Committee that there 
should be an increase of contri
butions producing a net increase 
of revenue to the Fund of 
£10 m. 

(D) Further levy of 2d. on the Employed Man. 

The Cabinet were warned of the difficulty of 
justifying a proposal which would have the effect 
of raising the workers' contribution from lOd 
(itself an increase of 3d. on the present contribution) 
to l/-, and the suggestion was made that it might be 
preferable to secure the additional £4 m. by a 
further all round increase of contributions making 
them lid. It was felt, however, that this further 
increase would be subjected to severe criticism and 
opposition and that the proposal should not be 
accepted unless it was found impossible to make up 
the full £70 m. of economies in some other way. 

The Cabinet agreed 
That the recommendation of the 
Economy Committee that there should 
be a further levy of 2d. on the 
employed man, giving an increased 
revenue to the Fund of £4 m. could 
not be entertained. 



(E) Transitional Benefit. 
The Cabinet had before thera a Memorandum 

(Paper C P . 211 (31)) by the Ministers of Health and 
Labour on the provision for insured persons not 
entitled to ordinary benefit. 

The Cabinet were informed that the two 
Ministers responsible for the Memorandum had arrived 
at the conclusion that from the point of view of good 
administration and financial results, the soundest 
method of dealing with the question of transitional 
benefit, was that envisaged by the May Committee, 
namely, the transfer of this service to the Public 
Assistance Authorities. It was appreciated, however, 
that this course was open to very grave political 
objections and in these circumstances there were only 
two alternative^, namely (1) that the Ministry of 
Labour should undertake the whole of the work - a 

the 
solution which was open to/obvious and very serious 
objections set out in the Memorandum, ana (2) the 
compromise recommended in C P . 211 (31) under which 
"applications would be made to and payments made by the 

while 
Employment Exchanges,/the fullest possible use would be 
made of the machinery of the Public Assistance 
Authorities for the assessment of need and the final 
determination of the amounts that should be paid". 

Under this scheme the whole cost of relief 
would have to be borne by the Exchequer and in order 
to secure the Exchequer against abuse regulations 
to control over-assessment etc. would have to be 
enforced. 

While it was not practicable to give any 
precise estimate of the saving that would be effected, 
that saving might well be the order of £10 ms. 

-18



After some discussion, in the course of which 
it was generally agreed that the solution proposed by 
the Ministers of Health and Labour was probably the 
best which could be found in the circumstances, the 
Cabinet agreed — 

(l) To accept, as regards this question, the 
recommendation contained in the last 
paragraph of C P . 211 (31), namely :

"that the Unemployment Insurance Acts 
he amended forthwith so that the 
amounts payable by the Ministry of 
Labour to insured persons not 
entitled to ordinary benefit shall 

be assessed and finally determined 
by the Public Assistance Authorities 
acting for this purpose as agents of 
the Ministry of Labour; and that 
negotiations with the associations 
of authorities be opened at once to 
secure their co-operation". 

(2) To take note that in the view of the 
Ministers of Health and Labour this 
arrangement would result in savings of 
the order of £10,000,000 as against the 
£5,000,000 mentioned in the Appendix to 
the Report of the Economy Committee, 
(Paper C P . 208 (31)). 

(3) That in future the term "transitional 
payment" should be adopted instead of the 
present expression "transitional benefit". 

(P) Cessation of benefit from the Fund after 
26 weeks. 
The Cabinet were informed that this merely 

transferred the charge from the Fund to transitional 
benefit and agreed — 

That provision^hould be made in the 
forthcoming legislation to give effect 
to this recommendation of the Economy 
Committee. 



The Cabinet were reminded that the 

BS recommendations of the Economy Committee had shown 

D. a grand total of economies of £70,340,000. As a 

result of the Cabinet review of the Committee^ 

recommendations, this figure had been reduced to 

about £69,500,000 . It was generally recognised 

that it was most desirable to produce a list of 

economies totalling at least £70,000,000, and 

various suggestions were made by which this end 

could be attained. 

The Cabinet agreed : -
That their list of economies should 
show a net total of at least 
£70,000,000. 



CELIAMEOUS 
loHM^KDAT IONS. 

vil Service 
nus. 
revious 
ference: 

Ifbinet 41(31), 
Inclusion 5). 

6 r-

The Cabinet approved the following ̂ recommenda
tions of the Cabinet Committee on Economy which have 
not been set forth elsewhere in these conclusions: 

(a) That In the case of any Department required 
to effect economies In the present emergency, 
the Department should have discretion, after 
consultation and In agreement with the 
Treasury, to realise the economies in the 
best manner attainable, provided that the 
amount so realised is not less than the 
economy figure as determined by the Cabinet. 
The economies are in general stated as the 
reductions which will be made in Estimates 
for 1932. Savings should also be effected 
in the current year by bringing into 
operation the economy measures proposed at 
the earliest possible date. 

Ib) That the Treasury should be invited to 
take every possible step, either by the issue 
to Departments of a special circular or 
otherwise, to secure the maximum possible 
figure in the category of miscellaneous 
savings. 

(c) That the Departments concerned with economies 
approved by the Cabinet should at once place 
themselves in communication with Parliamentary 
Counsel and with the Treasury. 

(d) To take note of and approve the following 
arrangements regarding Crown Servants and 
the Civil Service Bonus: , 

"The Committee were informed that the cuts 
named in (vV^above would not be applied 
to Crown Servants whose remuneration was 
being dealt with as recommended by the May 
Committee, and in this connection were told 
that the late Government had approved a 
proposal of the Chancellor of the Exchequer 
'that there should be no departure from the 
normal operation of the Civil Service cost 
of living scheme, and that accordingly, as 
from the 1st September next, the cost of 
living bonus should be adjusted by a reduction 
of 8 points in conformity with the recent fall 
in the cost of living Index figure. In 
conveying this conclusion to those concerned, 
it should be intimated that this reduction 
of remuneration may be regarded as their 
contribution to the national emergency.'" 

(e) To take note of the statement of the 
legislation that will be required to give 
effect the economy proposals 
(CP. 208(31), Appendix II.) 

Note: The Home Secretary informed the Cabinet that 
in addition legislation would be required 
in regard to the Police. 



92?. The Cabinet agreed:-
C CABINET That their next meeting should be held 

on Wednesday, September 2nd,. 1931, at 
11 a.m. 

gpha 11 G ardens, S. W.1 
If September, 1931. 
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Meeting of the Cabinet to be held at No. 10, 
Downing Street, S.W.1, on WEDNESDAY, 2nd 

September, 1931, at 11 a.m. 

A G E N D A . 

1. FINANCE COMMITTEE. 
(Recommendations to be communicated by the 
Chancellor of the Exchequer). 

2- REPORT OF ECONOMY COMMIT TEE. 
(i) Estimate to be furnished by the Minister of 

Labour as to the amount produced by a uniform 
reduction of 10$ on unemployment benefits. 

(ii) Housing Subsidies. 
(Minister of Health to report his definite 
recommendations if ready). 

3. DATE OF THE MEETING OF PARLIAMENT . 

4. GOVERNMENT ARRANGEMENTS FOR THE DEBATE ON POLICY. 

5. THE INDIAN ROUND TABLE CONFERENCE. 
(Reference Cabinet 48 (31) Conclusion 5). 

(Signed) M.P.A. HANKEY, 
Secretary, Cabinet. 

2 Whitehall Gardens, S.W.1. 
1st September, 1931. 
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CONCLUSIONS of a Meeting of the Cabinet held at 
10 Downing Street, S.W.1, on WEDNESDAY, 

September 2nd, 1931, at 11 a.m. 

PRESENT :-

The Right Hon. J. Ramsay MacDonald, M.P., 
Prime Minister. (In the Chair) 

"The Right Hon. The Right Hon. 
Stanley Baldwin, M.P., Philip Snowden, M.P., 
Lord President of the Chancellor of the Exchequer. 
Council. 

The Right Hon. The Most Hon. 
Sir Herbert Samuel, G.C.B., The Marquess of Reading, 
G.B.E.,M.P., Secretary G.C.B.,G.C.S.I.,G.C.I.E., 
of State for Home Affairs. G.C.V.O., Secretary"of State 

for Foreign Affairs. 

The Right Hon. The Right Hon. 
Sir Samuel Hoare, Bt.,, J.H. Thomas, M.P., 
G.B.S.,C.Mi'G.,M.P., Secretary of State for 
Secretary of State for India. Dominion Affairs and . 

Secretary of State for the 
Colonies. 

The Right Hon. The Right Hon. 
Neville Chamberlain, M.P., Sir Philip Cunliffe-Lister, 
Minister of Health. G.B.E.,M.C.,1VI.P., 

President of the Board of Trade. 1 

,:UUJ-onel Sir M.P.A. Hankey, G.C.B.,G. .M.G., Secretary. 



)NOMY, 

[employment 
' juranoe. 

Jtes of Benefit 
Id Financial 
Isi t ion. 

jbevious 
Inference: 0Cabinet  5hi), Conllusion 14) 
Kil. 
il(̂)b. 

1 . At the outset of the meeting a Memorandum 
by the Minister of Labour (Paper No, C P . 215 ( 3 1 ) ) , 

dealing with rates of benefit and the financial 
position, was handed round. 

The Prime Minister informed the Cabinet 
that, since the circulation of this Memorandum, 
he had discussed the matter with the Minister of 
Labour. The latter had explained the objections 
of the Ministry to working on any rate that was 
not a multiple of 6 d . There were six days in 
the working week, and in working out, say, two 
or three days' benefit, it was found important to 
have a figure that was divisible by two or three. 
The Prime Minister had then suggested that they 
should try and work to the nearest 3 d . This might 
be accomplished by the preparation of a kind of 
"ready-reckoner", to be sent to Labour Exchanges 
and used in them. The Minister of Labour had 
accordingly withdrawn the Memorandum which had just 
been circulated to the Cabinet, and was preparing 
a fresh Memorandum. It was hoped that £12-g- millions 
would be saved by this scheme without touching 
children. 

The Cabinet took note that a 
fresh Memoiandum would be 
circulated in due course. 



REPORT. 

(Previous 
Reference: 
Cabinet 48(31), 
Conclusion 1). 

2. The Cabinet were informed of the circumstances 
in which the Secretary of State for Foreign Affairs 
had found it possible to join the Finance Committee. 
At the first meeting of the Gabinet he had been 
obliged to refuse membership, as there were 
urgent matters requiring his attendance at the 
Foreign Office, Subsequently these had been 
disposed of, and he had informed the Prime 
Minister that he was able and would like to join 
the Finance Committee. The Prime Minister, 
after consultation with the Chancellor of the 
Exchequer, had approved this. 

The Chancellor of the Exchequer then gave 
the Gabinet full details of the taxation proposals 
of the Finance Committee, which were subsequently 
discuss ed. 

As the review of the subject was still 
incomplete at 1 . 1 5 P*m*) "tbe discussion was 
adjourned until 5*0 P-m. the same day. 

2* Whitehall Gardens, S.W.1 

2nd September, 1 9 5 1 . 
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CONCLUSIONS of a Meeting of the Cabinet held at 
10, Downing Street, S.W.1. on WEDNESDAY, 
September 2nd, 1931, at 5.0 p.m. 

PRESENT: 

The Right Hon. J. ay MacDonald, M.P., 
Prime Minister. (In the Chair). 

The Right Hon. The Right Hon. 
Stanley Baldwin, M.P., Philip Snowden, M.P., 
Lord President of the Chancellor of the Exchequer. 
Council. 

The Right Hon. The Most Hon. 
Sir Herbert Samuel, G.C.B., The Marquess of Reading, 
G.B.E. ,M.P. , Secretary G0 Go Bo ,G..C. S. I. ,G0C. I. E.,
of State for Home Affairs. G.C.V.O., Secretary of State 

for Foreign Affairs. 
The Right Hon. The Right Hon. 
Sir Samuel Hoare, Bt., J.H, Thomas, M.P. ,
G.B.E. ,C.M.G. ,M.P, , Secretary of State for 
Secretary of State for Dominion Affairs and 
India, Secretary of State for the 

Colonies. 
The Right Hon. The Right Hon. 
Neville Chamberlain, M.P,, Sir Philip Cunliffe-rLister, 
Minister of Health. G.B.E. ,M.C. ,M.P. ,

President of the Board 
of Trade. 

Colonel Sir M.P.A0 Hankey, G.C.B, ,G.C.M,G0 Secretary. 



ECONOMY BILL. 

Arrangements for 
Preparation of. 
(Previous 
Reference: 
Cabinet 48(31), 
Conclusion 1(c)). 

F.R. 
% ) 3 . 

\ 
\ 

1. After a short discussion with Parliamentary 
Counsel (Sir William Graham Harrison and Mr. Ram), 
the Cabinet agreed — 

(a) That the Gabinet Gommittee on 
Parliamentary Procedure, with 
the addition of the Attorney-
General, should meet in the 
Gabinet Room at 10, Downing 
Street, on the following day, 
Thursday, September Jrd, at 
1 1 . 3 0 a.m. to discuss with 
Parliamentary Gounsel the first 
draft of the Economy Bill, which 
had been prepared in accordance 
with paragraph J of the Minutes 
of the Parliamentary Procedure 
Committee attached to C P . 209 ( 3 1 ) . 

NOTE:- As the Secretary of State 
for Scotland was leaving for 
Scotland the same night, the 
Home Secretary undertook to 
take his place for purposes 
of this meeting. The 
Secretary was instructed that 
it was unnecessary to secure 
the attendance of Sir B. Eyres-
Monsell for this particular 
meeting. 

(b) That the above Gommittee should arrange 
for appropriate Ministerial guidance 
for Parliamentary Gounsel. 



 0 7* 9 

LIAMENTARY The Gabinet agreed — 
bGRAMME. (a) To approve the following Parliamentary J- Programme for the first week after ^evious the re-assembly of Parliament, which grerence; is attached to the Minutes of the First ffinet 48(31), Meeting of the Committee on Parlialiclus I on 7 ) . mentary Procedure (Paper No. 

C P . 209 ( 3 * 0 ) : -

Tuesday, September 8 t h . 

Motion to set up Committee of Ways and 
Means - Statement by the Prime Minister 
and general discussion. 
Notice of presentation of the Economy 
Bill handed in. 
Wednesday, September 9 t h . 

Resolution stopping Private Members' 
Bills and Bills under the Ten Minutes 
Rule. Guillotine Motion for Budget 
Resolutions (Committee Stage). 
Thursday, September 1 0 t h . 

Economy Bill circulated (morning). 
Committee stage of Budget Resolutions, 
(one day only). Statement by the 
Chancellor of the Exchequer. 
Friday, September 1 1 t h . 

Economy Bill - Second Reading, 
Monday, September 14 th. 
Economy Bill - Second Reading. 

(b) That the Prime Minister should 
introduce the Motion to set up the 
Committee on Ways and Means on Tuesday, 
September 8 t h ; the Lord President of 
the Council should be prepared to speak 
midway in the Debate; and the Home 
Secretary should be prepared to wind 
up the Debate. 

(c) That the Lord President of the Council 
should move the Resolutions stopping 
Private Members' Bills and Bills under 
the Ten Minutes Rule, on Wednesday, 
September 9 t h , and the Lord President 
should introduce a guillotine Motion 
for Budget Resolutions (Committee 
Stage) on the same day. 

(d) That the Chancellor of the Exchequer 
should make his statement on the 
Committee Stage of Budget Resolutions 
on September 1 0 t h . 

(e) That the Prime Minister should move 
the Second Reading of the Economy Bill 
on Friday, September 1 1 t h . 



(f) That other questions relating to 
the Parliamentary Programme, 
including other Bills to be 
introduced, should be discussed 
by the Gabinet in the near 
future. 

- 3 " 
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3 . The Gabinet then resumed discussion of the 
Finance Committee Report, and agreed — 

(a) To approve the taxation proposals 
of the Finance Committee, subject 
to certain modifications made in 
the course of the discussion. 
(Note:- In accordance with the 

usual custom of the 
Cabinet, it was decided, 
in the interests of 
secrecy, that the Cabinet 
Minutes should contain no 
reoord of the taxation 
proposals approved.) 

(b) That acceptance of the present 
taxation proposals would not 
preclude members of the present 
Cabinet, if they should take 
part in some subsequent Government, 
from proposing, to Parliament an 
alteration in the system of 
taxation. 

(c) To invite the Chancellor of the Excheque 
to explore further a scheme that 
had been mentioned at the meeting 
the same morning, and on which he had 
handed round a proposal at the outset 
of the present meeting, for giving 
a limited relief in certain taxation 
in respect of expenditure incurred 
in development by persons engaged in 
productive industry. The Chancellor 
of the Exchequer was invited to 
consult upon the subject with some 
prominent accountant, such as Lord 
Plender, and to report the results 
to his colleagues of the Finance 
Committee, who might also have the 
advantage of an interview with the 
accountant. Pending this enquiry, 
a decision on the proposal was 
deferred, 

(d) (At a later stage of the meeting). 
That in accordance with the custom 
usually adopted after introducing a 
Budget, the Chancellor of the Exchequer 
should broadcast on the taxation 
proposals after his speech on the 
subject in Parliament, 

-4
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4. The Minister of Health said that he had given 
m 

careful consideration to the proposal for reducing 
housing subsidies, as a measure of economy, in the light 
of a short discussion which had taken place at the meeting 
referred to in the margin. In deference to views which 
had been expressed by the Prime Minister and certain of 
his colleagues, he had decided not to propose a reduction 
in housing subsidies. 

He intimated that certain economies might be 
effected by administrative action which would not only 
save money but would ensure that houses were allotted to 
suitable applicants, which had not always been the case. 
The Prime Minister thanked the Minister of Health for 
his statement. 

5. The Minister of Health said that he had not had 
time to examine into the possibility of realising 
economies from the modification of the derating arrangements. 

). 



SCONOiuY. 6. At a late stage in the meeting the Cabinet 
O N E K P L O Y M E N T 

I$SUBANCIL* received a revised memorandum from the Minister of 
Labour on the question of Rates of Benefit and 

Rates of Benefit Financial Position which had been mentioned at the 
and Financial 
Position. meeting referred to in the margin as in course of 

t * o 

(Previous preparation. (C.P. 216 (31)). 
reference: 
Cabinet 51(31) The Cabinet a greed;-
Conclusion 1). To adopt a scheme (scheme D ) , providing 

for a 10$ cut in rates of benefit, rounded 
off to the nearest 3d. , which it was 
estimated would produce a total saving of 
£12,800,000. The effect of this decision 
on rates of benefit is shown by the 
following Table:-

A. D. 
Present rates. Reduced rates 

rounded off 
to nearest 3d. 

s. d. s. d. 
Man 17/- 15, 3K 
Woman 15. - 13. 6 
Adult Dependant 9. - 8. Ox 
Child Dependant 2. - No change 
Other classes:-
Young man 14. - 12, 6K 

Young woman 12, - 10. 9k 
Juveniles 9. - 8. OK 

7. 6 6. 9 
6. 0 5. 6 
5. 0 4. 6 

k In these cases the cut is just slightly more than ten per 
cent - compared with Column "B,T (not reproduced). 

Q 



SUMMARY OP 7. A summary of the economies as approved by the 
ECONOMIES. 

Cabinet is attached in the Appendix to these minutes. 
(Previous 

 T l i eReference:  S^an(3- total amounts substantially to £70,000,000. 
Cabinet 50 
(31) The Cabinet were reminded that a contrast was 
Conclusion 14). 

likely to be drawn in public discussion between the 
above figure and the saving of £96,500^000 proposed by 
the May Committee. It was pointed out, however, that 
some £22,000,000 of the May Committee's economies on 
Unemployment Insurance was obtained by transferring 
expenditure from the Exchequer to the rates. 

There was general agreement that this point 
should be brought out in explaining the economy 
proposals to Parliament. 



OF THE 8. Having settled the main lines of their policy 
BSTING OF 
ARLIAMENT . on economy and taxation, as set forth above, the Cabinet 
KPrevious; agreed:
rebinetC48(31) That Parliament should meet on September 8th, 1931, 

a sConclusion 7 ) . '  Previously contemplated. 

Note: The Prime Minister reported that the 
consent of the Speaker had already been 
obtained, and took immediate steps to 
secure the consent of the Lord Chancellor. 
He gave instructions at once for all 
the necessary action for the summoning of 
Parliament. 



THE INDIAN
ROUND TABLE 
CONFERENCE.

(Previous 
Reference:
Cabinet 2f8
( 3 1 ) , Con
clusion 5 ) .

F.R. 

flflfe**cl .

s o 

 9 . Certain points affecting the Indian 

 Round Table Conference were raised by the Secretary 
of State for India, and the Cabinet agreed — 

 (a) That the Prime Minister should 
 invite the Leader of the Labour 
 Party to nominate five repre
 sentatives.to become Members of 

the Indian Round Table Conference: 
(b) That the Prime Minister, in 

consultation with the Chancellor 
of the Exchequer and the Secretary 

 of State for India, should arrange 
for a representative of the Treasury 
to replace the late Financial 
Secretary to the Treasury, to take 
part in the financial discussions at 
the Indian Round Table Conference; 

(c) That, in principle, the represen
tation of political Parties in the 
Indian Round Table Conference 
was a matter for those Parties 
themselves, but there was 
general agreement that it was 
undesirable' to alter the existing 
representation owing to the fact 
that many of the representatives 
had become Members of the 
Government; 

(d) That the nomination of alternate 
members of Committees of the Round 
Table Conference, such as the 
Federal Structure Committee, 
which might be rendered desirable 
owing to the preoccupation of 
Ministers or for other reasons, 
should be arranged by the Sec
re tar y of State for India with the 
Committees concerned. 
(NOTE:- The Prime Minister, as 

President of the Indian Round 
Table Conference, undertook 
to give all possible 
assistance to the Secretary 
of State for India on such 
matters.) 

(e) That the Secretary of State for India 
should be given full discretion 
to show such papers as he 
deemed desirable, including 
Cabinet Memoranda, to the Right 
Hon. Sir John Simon. 



(f) That the Secretary of State for 
India should discuss with the 
Prime Minister the chairmanship 
of the Burma Pound Table 
Conference, and in the interval 
that he should arrange for 
preparatory work by experts. 



NEXT MEETING * 10. The Cabinet agreed -
OP CABINET. 

(a) To meet on the following day, 
Thursday, September Jrd, at 
5.0 p.m.; 

(b) That the Ghancellor of the 
Exchequer should arrange for 
representatives of the Bank of 
England to attend and discuss 
the financial situation with 
the Cabinet. . 

2, Whitehall Gardens, S.W . 1 . 

2nd September, 195^* 



APPENDIX 

SUMMARY OF ECONOMIES AS AGREED BY THE CABINET. 
(Cabinet Conclusions 49 (51), 50 (51) and 51 (31)). 

Items other than Unemployment Insurance. £ .millions, 
Education (England and Wales) 

Local Authorities to be informed that, as from 1st 
October, 1931, grants will be calculated on a 
gross total for teachers' salaries, with a 
deduction of 15% from the present level; and that 
the present 60$ grant shall be reduced to 50% but 
the grant regulations to be adjusted to ensure that 
this reduction does not involve a transfer of charge 
to rates. Deficiency grant to be terminated. 
Growth of expenditure next year to be cut down. 9.4 

Education (Scotland) 
ll/80ths of saving in England and Wales. 1.3 

University Grants. .15 
Roads. 

Blowing down and postponement of schemes. 7.86 
Fighting Services. 

Recommendations of the May Committee were £4.1 m. 
In addition, the Admiralty will save £2 m. next 
year by postponement of commencement of building 
programme, the War Office £2 m. and the Air 
Ministry £ i m. 8.6 

Police. 
(One half of a 1 2  ̂ cut in pay in two instalments) .5 

Forestry. .48 
Unemployment Grants. .5 
Agriculture (England and Wales). Various savings. .58 
Agriculture (Scotland). Various savings. .07 
Health (England and Wales and Scotland) 

Reduction of doctors' capitation fee from 9/- to 
8/-. Chemists. Transfer, as from 1st January, 1928, 
of health insurance part of contributions in respect 
of persons in employment over age 65 from Pensions 
Account to Central Fund of National Health Insurance. 
Slowing down of housing. ^ 1.25 

Empire Marketing Board. 
(in addition to savings on publicity and other 
expenditure included under Agriculture). .25 

Colonial Development Fund. -25 
Miscellaneous. 

The Treasury to review the remainder of the field, 
other than Unemployment Insurance, and to find savings 
which, with increase of Government income from broad
casting, and cuts in the salaries of Ministers, Judges, 
Members of Parliament and higher officers of the Civil 
and Fighting Services, would produce £3 m. 5. 

TOTAL 34.19 



Unemployment Insurance

Reduction of "benefits on scheme 
prepared by Ministry of Labour 
producing approximately 10% 
rounded off to nearest 3d0 

(adult man 15/3'adult dependant s

8/-5 children 2/- etc.) 
(Scheme D of CP.215 (3l))

Anomalies 
(As under Act already passed)

Increase of contributions (net)
Cessation of benefit from Pund after 

25 weeks. (This merely transfers 
a charge from the Fund to 
transitional payment)

Assessment of transitional payment by 
Public Assistance Authorities acting 
as agents of Ministry of Labour

TOTAL

GRAND TOTAL . .... 

 £ millions. 

 12.8 

3 
 10 



 10 

 35.8 
34.19 

£ 69.99 m. 



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

COPY NO. 
O C X / K h r t 1 . . . H C 

C A B I N E T . ^ (^1). 

Meeting of the Cabinet to "be held at 10 
Downing Street, S.W.1., on THURSDAY 

September 3rd, 1931, at 3 p*m. 

A G E N D A . 

1. THE FINANCIAL SITUATION. 

2. PARLIAMENTARY BUSINESS - Remainder of Programme not yet, 
considered, including 

(i) The London Passenger Transport Bill. 
(Reference Cabinet 48 (31) Conclusion 3). 
Note by the Secretary covering Departmental 
Memorandum by the Ministry of Transport. 
(CP. 214 (31) - already circulated). 

(ii) The Statute of Westminster. 
(Reference Cabinet 48 (31) Conculsion 3.) 

(iii) The Educational Endowments (Scotland) Bill. 
(iv) A Bill to:renew the Prolongation of Insurance Act. 

(Reference Cabinet 50 (31) Conclusion l). 

j See CP. 209 ( (v) The Expiring Laws Continuance Bill. 
(31) para- (
graph 5. ( (vi) The Public Works Loan Bill. 

(has reached Committee stage in the House of 
Commons). 

(vii) The Appropriation Bill. 

(Signed) M.P.A. HANKEY, 
Secretary, Cabinet. 

2, Whitehall Gardens, S.W.1 
3rd September, 1931. 



"S DOCUMENT IS THE PROPERTY OF HIS BRITANNIC MAJESTY'S GOVERNMENT.) 

C R T. 
COPY NO. 

C A B I N E T 55 (51). 

CONCLUSIONS of a Meeting of the Cabinet held at 
10 Downing Street., S.W.1. on THURSDAY, 

September- 3rd, 1931, at 3.0 p.m. 

P R E S E N T:-

The Right Hon. J. Ramsay MacDonald, M.P., 
Prime Minister. (in the Chair). 

light Hon. The Right Hon. 
ipiley Baldwin, M.P., Philip Snow den, M.P. ,' 
Ird President of the Chancellor of the Exchequer. 
luncil. 

light Hon. . The Most Hon. 
IP Herbert Samuel, G. C.B., The Marquess of Reading, 
B3.E., M.P., Secretary G. C. B. , G. C. S. I. , G. C. I. E. ,
State for Home Affairs. G.C.V.O.) Secretary of State 

for Foreign Affairs. 

Right Hon. The Right Hon. 
ir Samuel Hoare, Bt., J. H.Thomas, M.P., 
B3.E. , C M . G. , M.P. , Secretary of State for 
ecretary of State for Dominion Affairs and 
ndia. Secretary of State for the 

Colonies. 
[Right Hon. The Right Hon. 
eville Chamberlain, M.P. Sir Philip Cunliffe-Lister, 
inister of Health. G. B. E. , M. C. , M. P. ,

President of the Board 
of Trade. 

THE FOLLOWING WERE ALSO PRESENT:-

The Right Hon. Sir Austen Chamberlain, 
K.G. , M.P., 
First Lord of the Admiralty. 
(For Conclusion 2. ) 

1 Sir M.P.A. Hankey, G. C.B., G.C.M.&., ........ Secretary. 





1 . Sir Ernest Harvey, the Deputy Governor of 
the Bank of England, and Mr. Peacock, were 
present by invitation to inform the Cabinet as to 
the present and prospective financial situation. 
The view of the bankers was that opinion abroad 
would be greatly influenced by the kind of 
reception that the Government's measures were 
given by British public opinion. A summary 
of the proceedings is placed on record with the 
standard copy of the Cabinet Minutes. 



2. The First Lord of the Admiralty asked, 
as a matter of urgency, to consult the Cabinet 
on a matter which, though of secondary importance, 
might affect a question of policy extending beyond 
the Services. 

After the meeting of the Cabinet at which 
economies by the Fighting Services had been 
discussed, the three Service Ministers had agreed 
to appoint a Liaison Committee in order to 
effect co-ordination in Service economies. One 
matter which had come before the Committee was 
the proposal of the May Committee for a 
reduction in clothing allowances. He was informed 
that the naval clothing allowance was paid in 
cash to personnel of the Fleet, and that it was 
possible that a prudent man could save something 
out of' it, after providing the necessary clothing. 
It had, therefore, come to be regarded almost 
as an addition to pay, and if it were cut the 
reduction would be regarded as a second reduction 
in pay. 

The First Lord of the Admiralty was advised 
by his Department that it would be less 
unpopular to make a cut in the allowance payable 
in lieu of the grog ration. The application of 
the cut to this item would actually produce a 
larger saving than a cut in the clothing allowance. 
It had been ascertained from the Liaison Committee 
that the other Services had no objection. 

Since the question bordered on temperance, 
however, the First. Lord had felt that the Cabinet 



ought to know what he proposed. 
The Cabinet approved the proposal 
of the First Lord of the Admiralty, 
and authorised him to make a 
saving on the allowance in lieu 
of grog rather than on clothing. 

-3



3. The Cabinet were informed in connection with 
the Conclusion referred to in the margin that the 
Cabinet Committee on.the National Economy Bill had 
considered the first draft of the Bill at the meeting 
that morning, and had adopted a number of amendments 
?/hich had been Incorporated in a revise of the Bill, 
copies of which were handed round at the Meeting of 
the Cabinet (CP. 218(31) Revise). The Cabinet were 
informed that it was proposed that the draft Bill 
should be further examined by a Conference of those 
Ministers whose Departments would, be in any way 
affected by its provisions. 

The attention of the Cabinet was particularly 
invited to the period of time after the commencement 
of the Act within which Orders In Council could be 
made. The Cabinet Committee had provisionally 
Inserted one month. 

The attention of the Cabinet was drawn to the 
fact that under the Bill, as drafted, Orders in 
Council once made In pursuance of its provisions, 
could not be amended or altered except by legislation 
passed through Parliament In the ordinary way. There 
was no provision in the Bill under which the Orders 
could be amended or altered or revoked by subsequent 
Orders in Council. In the course of discussion it 
was pointed out that a new Government desiring 
hereafter to modify the economy policy of the present 
Government would be unable to do so unless the House 
of Lords was willing to pass their amending legislation, 
and that this aspect of the Bill would be severely 
criticised. On the other hand, emphasis was laid on 
the vital importance of Insuring continuance of policy 



with regard to the economies if public confidence 
was to be re-established, and reference was also 
made to the great difficulties of finding any 
workable alternative to the procedure contemplated 
in the Bill as at present drafted. 

The Cabinet agreed:
(a) To approve the period of one month 

in Clause I (i), provided that on 
examination the Ministers concerned 
with the various Orders in Council 
were satisfied that this gave them 
sufficient time. 

(b) To give general approval to the Draft 
Bill, attached to C P . 218(21), subject 
to the procedure mentioned below. 

(c) That the Secretary to the Cabinet should 
circulate the Draft Bill and a covering 
letter from Parliamentary Counsel to 
Ministers who should subject it to 
careful examination. 

(d) That the Chancellor of the Exchequer 
should instruct the Treasury, in 
consultation with all Government 
Departments concerned in economy, to 
prepare a draft of a White Paper to be 
presented to Parliament simultaneously 
with the Economy Bill. The White 
Paper should Include administrative 
economies as well as those requiring 
legislative sanction. 

(e) That the Bill with any proposed amend
ments and the Draft White Paper should 
be examined by a Conference of Ministers, 
composed as follows:-

The Prime Minister 
The Chancellor of the Exchequer 
The Home Secretary 
The Minister of Health 
The Secretary of State for Scotland 
The President of the Board of 

Education 
The Minister of Agriculture and 

Fisheries 
The Minister of Labour 
The Minister of Transport. 
The Financial Secretary to the 

Treasury. 



RLlAMSiff ARY 4. The question of the Bills to he included 
SHESS. 

in the Parliamentary Programme for the remainder 
Irevious of the present Session was adjourned until the 
Terence ' 
ftinet 52(31) next meeting of the Cabinet. 
ficlusion 2(f)) 

a. 



S4 

1XT MEETING 5. The Cabinet approved the following arrangements 
R  T H  E CABINED affecting their next meeting:

(a) A meeting of the Finance Committee 
on Monday, September 7th, 1931, in the 
Chancellor of the Exchequer's Room 
in the Treasury at 11 a.m. 

(b) Meeting of the Cabinet on Monday, 
September 7th, 1931, in the Cabinet Room 
at 10 Downing Street, S.W.1, at 5 p.m. 

HWhitehall Gardens, S.W.1. 
3rd September, 1931. 



SECRET 

SECRETARY*S NOTES OF A CONVERSATION BETWEEN 
SIR ERNEST HARVEY AND MR.PEACOCK AND 

MEMBERS OF THE CABINET ON 
THURSDAY, SEPTEMBER 3RD 

1951 AT 5 P.M. 

The Prime Minister asked if the Deputy Governor 
of the Bank would he willing to tell the Cabinet something of 
the financial situation in order that the Cabinet might be in 
a position to judge the probable outlook and whether there was 
any way in which they could render assistance. He felt that 
the policy must be considered on the long view. 

Sir Ernest Harvey said that since the announcement 
of the formation of the present Government the position had 
somewhat improved and withdraraLs of foreign exchange had 
diminished. Such withdrawals, however, were still larger than 
the Bank cared to see and reasons for this were difficult to 
assess. The withdrawals varied much from day to day: one 
day the demand would be principally for dollars with small 
demands for francs, whilst the next day the position would be 
reversed. The previous day had been bad in this respect; 
nearly £2 millions of foreign exchange had been lost. To-day 
up to midday the position had been rather better and with
drawals more moderate. He had considered the possibility of 
some of the withdrawals by Paris having been made to provide 
funds for investment in the British loan in France and arrange
ments had. been made with Paris to try and check such operations, 
Only to-day it had been brought to his notice that a French 
firm had widely circularized the City, offering to obtain 

participations in the loan on behalf of British investors, and 
steps had at once been taken to stop this. He was informed 



by the Bank of Prance that the public issue was going well. 
For example, the Bank of France for the benefit of its own 
customers had itself taken a moderate participation in the 
loan and they reported that the whole amount had already been 
applied for twice over. He believed that other French banks 
were also receiving substantial demands for the loan. 

The precise reasons for the demands for foreign 
exchange were very difficult to determine. There were four 
possible reasons, the first being foreign lack of confidence. 
It must be understood, however, that this is not solely due to 
apprehensions regarding the ultimate security of sterling. 
Many foreign countries, including even such countries as 
Holland and Switzerland, were also disturbed regarding their 
own positions and were desiring to keep them as liquid as 
possible. Holland had been one of the largest withdrawers of 
gold but he had learned from the Chairman of the Netherlands 
Bank that little of the gold so withdrawn had reached his bank. 
It was either being held by other banks or had passed into 
private hoards-. In Switzerland the situation was somewhat 
different. In recent years It had been one of the principal 
centres for the deposit of foreign money owing to the supposed 
stability and safety of the country. There was, for example, 
much French money in Switzerland and recent developments showed 
that even the Franch banking position was not in all respects 
sound. The Swiss therefore were disturbed as to the results 
which might follow from nervousness in other countries which 
might wish to withdraw money deposited In Switzerland. Even 
in America the position is not viewed with confidence and some 
difficulty had arisen on that account in securing the recent 
credit. The amount originally suggested to them had been 

larger than that eventually secured. The cause of the 
difficulty was nervousness on account of the American banking 
position. The eastern banks had more money locked up in 



Germany than had London whilst in the middle-west, owing to 
bad economic conditions, the banks were in a very frozen state. 
Thus the foreign lack of confidence must be regarded as not 
solely due to apprehensions as to the position of sterling but 
also to apprehensions regarding the Internal positions of those 
countries. 

The second possible reason was a flight from the pound 
by British people, but he had been unable to secure any evidence 
that this had recently been on any large scale and he knev/ of 
cases where orders placed with this object had subsequently 
been cancelled. 

The third possible reason was withdrawals to meet the 
ordinary commitments of trade and commerce which usually are 
at their heaviest in the Autumn, and as forward dollars have 
been difficult to obtain traders may have had to cover themselves 
by the purchase of spot dollars. 

The fourth reason, which many people appeared to think 
might be of importance, was the probable growth of demands 
to meet an increasing adverse balance of trade. 

Amongst so many possible reasons it was impossible to 
apportion relative degrees of importance, and they made it 
difficult to estimate what was likely to happen during the 
next? few months. If demands to meet the balance of trade were 
a steadily growing factor it might absorb a large part of the 
balance still available. 

Prior to the granting of the new credits the Bank, having 
exhausted its own credit with the Federal Reserve Bank, had 
had to borrow dollars against gold temporarily earmarked at 
the Bank of England. $30 million had therefore been drawn 
on account of the new credit. Out of this the dollars advanced 
had been repaid and the gold released, and the rest of the 



amount drawn was held as a balance to meet further requirements. 
This had been done in order to avoid a too constant recourse 
to the new credit, owing to the number of the participants in 
the credit, but at the present rate of demand the balance in 
hand did not seem likely to last very long. Nothing had up 
to the. present been drawn on the new credit in Paris where the 
Bank still had a balance of about £300,000 available out of its 
own Gredit, but this balance would soon be absorbed by commit
ments already entered into. As already mentioned, £2 million 
had been withdrawn on the previous day and on that day, Thursday, 
up to midday drawings had amounted to about 100,000 in dollars 
and 300,000 in francs. Demands, however, were apt to be 
heaviest towards the end of the day and these withdrawals must 
not therefore be relied upon as any indication that the total 
for the day would be substantially less than that of the 
previous day. 

Since the beginning of the trouble,the Bank had lost 
nearly £130 million, of which £35 million had been In gold. 
£50 million had been supplied by the Bank's credits, some 
recourse had been made to the new credit in New York as 
mentioned above, and the balance had consisted of the Bank's 
own reserves of foreign exchange which it has been their normal 
practice for some time* past to maintain. After these 
withdrawals of £130 million there remained available about 
£73-74 million of the new credits. The future course of events 
depended largely upon the attitude of the British public 
towards the Governments proposals. ,If the proposals were such 
as to restore an attitude of confidence at home, foreigners 
might in turn regain more confidence in the safety of London 
as a centre in which to deposit money. It is necessary, 

however, to bear in mind the tendency of foreign countries to 
hoard money in times of diff ioa lty, especially when they have 
doubts regarding their own domestic position. 



The Deputy Governor of the Bank then referred to 
the Stock market position. There had been substantial falls 
in the prices of Government funds on the previous Friday, 
Monday and Tuesday, and it had appeared probable that a similar 
fall would take place on Wednesday. He had therefore dis
cussed the position with the Government Broker and had 
suggested that if the latter, while disclaiming any special 
knowledge, were to express in the market a purely personal 
opinion that it was unlikely that the taxation proposals of 
the Government would include special discrimination against 
any particular form of security or for a scheme of compulsory 
conversion, it might have some useful effect. The Government 
Broker acted on this suggestion and although, as the Deputy 
Governor had Independent reason to know, the Broker had been 
most careful to make it clear that he was expressing a purely 
personal opinion, the effect had been instantaneous and market 
prices immediately responded. That morning in consequence, 
he thought, of the favourable tone of the Press, there appeared 
to be a distinct improvement in market sentiment. There 
even arose the risk that the rise in Stocks might become too 
rapid and lead to a sharp, reaction. That day Government 
Stocks had risen almost at one bound a full Yf0 , and he 
therefore thought it well to apply a brake in order to secure 
that the rise should be more gradual and steady and appear 
to be more due to increasing satisfaction with the Govern
menfs attitude. 

As regards the probable course of exchange, it was 
very difficult to express any opinion as this would depend 
largely on political developments, as to which Cabinet 
Ministers were better able to form an opinion that he was. 
There were some who thought that the Bank should have relied 
more on its old weapons, that it should have allowed gold to be 

exported/ 



freely, have raised the Bank Rate, have restricted credit, and 
so forth. Their foreign friends, however, had advised 
strongly and unanimously against this course. The crisis had 
been one of confidence and in such cases people were less 
concerned about securing the margin of interest than of 
safeguarding capital. The advice which the Bank had received 
appeared to be governed by a desire to avoid any course which 
might stimulate the lack of confidence and militate against the 
success of the French public issue. 

When the Bank negotiated their credits amounting 
to £50 million they had to give an undertaking that, failing 
other means of repayment, the credits would be repaid in gold. 
These undertakings amounted in effect to a lien on a portion of 
their existing gold holding and reduced their actual free 
holding to little more than £80 million, or about the equivalent 
of the new Government credits. These latter credits, however, 
run for a year, and it is hoped that it may be possible to deal 
wi'-h them within that period by some means other than the actual 
shipment of gold. In the case of the Bank's credits, though 
fixed at the outset for three months, there was a tacit 
understanding that they would be renewable for a further similar 
period. 

The Deputy Governor desired to make it clear that 
in the arrangement of the credits the Bank had received nothing 
but the greatest possible help from the authorities abroad. As 
he had explained, the Americans had had to bear inmind possible 
future difficulties of their own. In the case of Paris, every 
kind of assistance had been given, and recent weeks had 
manifested a marked improvement in their willingness .to co-oper
ate. Monsieur Moret had promised to do everything in his power 
to assist and it was, the Deputy Governor believed, known to the 
Government that Monsieur Flandin had also been extremely helpful 
and had impressed upon the French Press the extent to which the 



interests of France might be affected by any difficulties in 
Great Britain. 

The Governor of the Netherlands Bank had recently 
visited him and had described the state of nervousness which 
existed in Holland. He had said that he feared that he might 
be urged to withdraw from London the whole of the Bank's funds 
at present deposited there amounting to about £11 million. 
With a view to avoiding this he made the somewhat extraordinary 
request that he might be furnished with an undertaking in writing 
by the Bank of England to pay these funds in gold on-demand if 
and when requested. The Deputy Governor had stated in reply 
that whilst the funds in question could be withdrawn in gold 
immediately if desired, the Bank of England could not earmark 
gold to meet a possible demand at some future date and thus make 
the Netherlands Bank a preferred creditor in the London market. 
The Deputy Governor had told him confidentially of the credits 
which were being arranged in Paris and New York, and on the 
completion of the negotiations had sent him a telegram reporting 
the definite conclusion of the arrangement. Since that date 
the Dutch exchange had moved in favour of London and was now 
well above the gold point, and he hoped therefore that something
might have been accomplished towards allaying the extreme 
nervousness in that quarter. As he had said before, however, 
future prospects must, in his view, depend upon the course of 
political developments here. 

In reply to a question, Sir Ernest Harvey saidthat 
he thought that a programme giving total results similar to those 
which had been indicated to him by the late Government and 
including the points which he himself had then indicated as 
desirable for the satisfaction of foreign holders of sterling, 
would prove adequate unless it should appear later that such a 
programme was likely to lead to interminable political wrangle. 



If the measures were passed rapidly the results should be good, 
always assuming that they were not followed by a rapid worsening 
in the position of the balance of trade. 

In reply to a request for his opinion as to whether 
it would be wise or unwise to mention in Parliamentary debate 
the estimated figure of the adverse balance of trade, the 
Deputy Governor said that he was inclined to favour a mere 
statement that the balance of trade was deteriorating without 
quoting any actual figure. 

Mr. Peacook agreed that it would be better to state 
the position in general terms, especially as there was a 
possible large margin of error in any calculation on the subject. 

The Deputy Governor, in reply to questions, 
mentioned that the currencies of many foreign countries are 
secured to only a limited extent on gold, and in some cases not 
at all on gold but mostly on foreign gold exchange and 
especially on sterling. Such countries therefore were 
apprehensive lest their reserves might depreciate in the event 
of a collapse of sterling and the value of their own currencies 
thus be upset. 

Asked as to the probable effect abroad of the 
announcement of a General Election, Sir Ernest said that if it 
were to be thought that the result of such an Election might 
jeopardise the measures contemplated for dealing with the 
situation, foreign opinion might be greatly disturbed. 
If it should appear that there was a real determination in the 
country to make the necssary financial readjustments no harm 
might result. 

Mr. Peacock in this connection expressed the view 
that the talk of the present Government remaining in office 
merely for m period of a few weeks had been rather disturbing. 
If the country were aroused to a determination to rectify the 
financial position it would probably make a considerable 



difference in foreign feeling. The pound sterling was the 
foundation of finance all over the world and any upset in 
sterling would probably be a great shock to people abroad. They 
had a heartfelt goodwill, based largely on self-interest, towards 
the maintenance of sterling. 

At this point some conversation took place as to the 
importance of taking all possible measures to form a sound 
public opinion, and the Prime Minister suggested that the Bank 
of England might help by seeing the chief Editors of the 
principal newspapers and not merely the Financial Editors, whose 
articles were little read by the general public. It was 
important that the papers should appreciate the relationship 
between the Government's measures and the maintenance of the 
financial position, and the importance to the latter of a 
good reception of the Government programme, especially in regard 
to its effect on the minds of foreigners. It would also be 
helpful to give a hint that in present conditions some increase 
in taxation was inevitable. Any steps of this kind should be 
taken by the Bank not later than Monday. 

Sir Ernest Harvey said that he and Mr. Peacock had 
already spent some time that day considering that question and 
that the Prime Minister might rely on them to help in any way 
that might be possible. 

Mr. Snowden emphasised the importance of preparing 
the public mind in a general way for a considerable increase in 
taxation. It should be explained that such increase was 
unavoidable but would be accompanied by very large economies. 

Mr. Chamberlain said that a contrast was likely to 

be drawn between the economies proposed by the Government and 
those recommended by the May Committee which amounted to 
£ 9 6 , 5 0 0 * 0 0 0 . It was important to remember, however, that out 
of £66 million of economies on Unemployment Insurance proposed 
by the May Committee. £22 million were not really an economy 



but merely a transfer of charges from the taxpayer to the 
ratepayer. It would be very important when the Government's 
economies were announced that this fact should be borne in 
mind and impressed on the public. 

Some conversation then took place as to the 
importance of broadcasting, and it was suggested that persons 
like Mr. Hartley Withers and Sir Walter Layton might be induced 
to broadcast on such subjects as the effect of the collapse of 
sterling. Lord d'Abernon might be particularly useful if he 
would give some account of his experiences of the effects of 
inflation in Germany. Soimeone might also speak on the effects 
of the collapse of the Australian currency. 

The Prime Minister in conclusion thanked Sir Ernest 
Harvey and Mr. Peacock for their assistance. He recalled that 
some attacks had been made on the handling of the situation 
by the Bank and that part of the attack against the Government 
was that they had been too amenable to pressure from the Banks. 
This is due to the fact that there were millions of people who 
did not realise the seriousness of the crisis which the 
Government had had to face. A little later when times were 
quieter he thought it would be well that the Bank of England 
should be prepared to meet these charges and to make some 
statement as to the principles which had guided them in dealing 
with the general financial situation. 
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PROPOSED ECONOMIES IN THE CIVIL LIST. 
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Balmoral Castle. 

28th August, 1931. 
My dear Prime Minister, 

The King told me to go and see the Chancellor of 
the Exchequer on Tuesday and to discuss with him In. what 
way His Majesty should participate in the movement for the 
reduction of national expenditure. I told the Chancellor 
that the King was willing to consider any proposal, no 
matter how drastic, but I was to explain that, after the 
war, when, owing to the increased cost of living and the 
depreciation in the purchasing power of the pound, the Civil 
List was found to be totally inadequate, His Majesty refused 
to have recourse to Parliament and ask for an increase in the 
Civil List. The King decided to carry out drastic economies 
and as a temporary measure to borrow £100,000 from the 
Duchy of Lancaster. It is therefore clear that any further 
reduction on a large scale will entail a fundamental change 
in the State functions which have hitherto been associated 
with the Monarchy. It would involve the selling of the 
horses and scrapping of the carriages used in the procession 
for the Opening of Parliament; it might entail the abolition 
of the Gentlemen-at-Arms and the Be&featers. All these 
economies would really fall on the public more than on the 
King, and His Majesty therefore hesitated to suggest a 20$ 
reduction in the Civil List. The King, however, had come to 
the conclusion that 10% would be quite possible, although 
it would no doubt entail the diminution of Court entertainments. 

I told the Chancellor that His Majesty thought that, 
instead of expressing it in terms of percentage, it would be 
wiser to say that he had decided to surrender £50,000 a year 
from the Civil List. The Chancellor said that he quite 



agreed with. His Majesty in thinking that it would be 
a mistake to attempt to surrender so much as 20%, under 
the special circumstances which I had referred to, and 
he was of opinion that if the King said he was willing 
to give up £50,000 during this financial crisis that 
would have a very good effect in the country and would 
undoubtedly help as an example to others. 

I asked the Chancellor when this announcement 
should be made, and he thought that probably you would 
prefer to wait until Parliament met before making any such 
statement. His Majesty, however, is of opinion that while 
it would never do to be premature, it would be a mistake to 
give the impression that he had been forced unwillingly to 
give up this sum after hearing of the voluntary sacrifices 
which have been made by Cabinet Ministers and others. 
The King therefore would like to leave it entirely in your 
hands as to when the announcement should be made. Of 
course if you could not find a suitable opportunity for 
announcing this in any speech which you would make in the 
next fortnight or so, the statement could be made in the 
form of a letter written by me to yourself which could 
be published. 

Yours sincerely, 
(Sd.) P. PONS0NBY. 

jFhe Rt.Hon. James Ramsay MacDonald, M.P. 

-2-
P.S. The Members of the Royal Family are also anxious to 
surrender a proportionate amount of the grants which they 
receive from Parliament. The members and servants of the 
Royal Household also wish to participate in the movement and 
are prepared to accept a scheme by which a certain percent
age of their salaries and wages will be reduced. These 
two items will be in addition to the £50,000 which the 
King has surrendered. 
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Downing Street, S.W.1, on MONDAY, -
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AGENDA. 

1 * FOREIGN AFFAIRS. (If required). 

2. FINANCE COMMITTEE. j 

(Reference Cabinet 52 (31), Conclusion 3). 
Further recommendations to be communicated by 
the Chancellor of the Exchequer. 

3. UNIVERSITY GRANTS COMMITTEE - PROPOSED ECONOMIES. 
(Reference Cabinet 49 (31), Conclusion 5). 

4. PARLIAMENTARY BUSINESS - Remainder of Programme 
not yet considered, including 
(Reference Cabinet 53 (31), Conclusion 4). 
(i) The London Passenger Transport Bill. 

(Reference Cabinet 48(31), Conclusion 3 ) . 
Note by the Secretary covering Departmental 
Memorandum by the Ministry of Transport. 
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(ii) The Statute of Yfestminster. 

(Reference Cabinet 48 (31), Conclusion 3). 
Memorandum by the Secretary of State for 
Dominion Affairs. 

(CP. 212 (31) - already circulated). 
(iii) The Educational Endowments (Scotland) Bill. 
(iv) A Bill to renew the Prolongation of Insurance 

Act, 
(Reference Cabinet 50 (3l), Conclusion l). 

CP.209 ( (v) The Expiring Laws Continuance Bill. 
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( (vi) The Public Works Loan Bill, 
(vii) The Appropriation Bill. 
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5. CABINET PROCEDURE. 

(Reference Cabinet 48 (31), (Appendix) Conclusion 3 ) . 
Note by the Secretary. 

(CP. 205 (31) - already circulated). 

6 . THE FINANCIAL SITUATION. 
(i) Sterling and the gold standard. 
(ii) How England Lives. 

Note by the Secretary covering memoranda 
circulated by direction of the Prime 
Minister. 
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(Signed) M.P.A. HAN KEY, 
Secretary, Cabinet. 
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CONCLUSIONS of a Meeting of the Cabinet held at 
10 Downing Street, S.W.1, on MONDAY, 

September 7th, 1931, at 5.0 p.in. 

PRESENT : -

The Right Hon. J. Ramsay. MacDonald, 
Prime Minister. (In the Chair). 

e Right Hon. The Right Hon. 
jStanley Baldwin, M.P., Philip Snowden, M.P., 
Lord President of the Chancellor of the Exchequer. 
Council. 

le Right Hon. The Right Hon. 
Sir Herbert Samuel, G.C.B., Lo rd S ankey, G.C.B., 

Lord Chancellor. G.B.E.,M.P., Secretary 
of State for Home Affairs. 

e Most Hon. The Right Hon. 
IThe Marquess of Reading, Sir Samuel Hoare, Bt., 
1G.C.B.,G.C.S.I.,G.C.I, E *, G.B.E.,C.M.G.,M.P., 
JG.C.V.0., Secretary of State Secretary of State for India. 
for Foreign Affairs. 

le Right Hon. The Right Hon. 
p .J.H. Thomas, M Neville Chamberlain, M.P., 

Secretary of State for Minister of Health. 
Dominion Affairs and 
Secretary of State for the 
Colonies. 

The Right Hon. 
Sir Philip Cunliffe-LIster, 
G.E ,E., M. C., M .P, ,
President of the Board of Trade, 

lonel Sir M.P.A. Hankey, G .C.B, ,G .C.M.G., Secretary. 



CONOMY, 

The White 
paper. 

(previous 
Reference: 
Cabinet 5 3 
(51) , Con
elusion jH c) *) 

1. The Chancellor of the Exchequer informed the 
Cabinet that, as arranged at the meeting of the 
Cabinet referred to in the margin, a Conference of 
Ministers had met that afternoon to consider the 
draft of the White Paper which had been circulated 
to the Cabinet as C P . 221 (;51) . 

The Cabinet agreed — 
UNEMPLOYMENT INSURANCE. 

(a) To omit the following words in square 
brackets immediately preceding the 
table:

"and what that rate would be if 
a reduction of exactly 10$ 
were applied". 

(b) To omit from the table the- column 
headed "Rates on an exact 10$ 
reduction". 

(c) To take note of a redraft of part 
of the paragraph headed 

" (k.) A needs test for transitional 
payments given after insurance 
rates have expired". 

(d) (After consideration of the Minister 
of Labour's Memorandum, (CP. 222 ( J 1 ) ) , 
to omit the following passage in 
square brackets under the same heading 

" ( 5 ) Provision will be made for 
dealing with the entitlement 
to insurance benefit in cases 
in which persons with broken 
periods of employment and 
unemployment draw substantial 
wages. There are not suffi
cient data for estimating the 
saving under this head, which, 
however, will not be large in 
amount." 

(e) To take note that a new paragraph will 
be inserted at this point, making clear 
the Government's decision that there 
should be no further recourse to 
borrowing for the Unemployment Fund. 
Any future deficiencies would have to 
be met by a grant from the Exchequer. 

SUMMARY OP UNEMPLOYMENT INSURANCE 
FINANCE. 

(f) After the words "sum to be provided by 
Exchequer" delete the words "or by 
borrowing", and after the words "needs 
test for transitional payments" omit 
the words "administered through the 
agency of public assistance authorities". 
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ROAD FUNS. 
(g) In the penultimate line, for "many 

schemes" put "certain schemes", 
and 

in the last line omit the words 
- "on a large scale". 

MINISTRY OF HEALTH AND DEPARTMENT OF 
HEALTH FOR SCOTLAND. 

NOTE:- A new proposal by the Minister 
of Health was discussed, but 
did not lead to the adoption 
of any addition to the 
memorandum. The matter is 
dealt with in a separate 
conclusion (conclusion 2). 

(h) Under the sub-heading "Miscellaneous", 
to omit the words in the second line 
"the rapid extension of housing". 

REDUCTIONS OF SALARIES OF MINISTERS, etc. 
(i) In the first line, to omit the words 

"during the period of the present 
emergency" and to substitute the 
words "as from the 1 s t October". 

(j) From the revised paragraph beginning 
"in the case of the Civil Service" to 
make the following alterations:
2nd line; After the words "in the 

193-1 Estimates" insert the 
words "by the late Government". 

4 t h and 5 t h lines: Omit the words 
"the combined1 effect of these 
drops for 1951 is £ 4 , 0 0 0 , 0 0 0 . 

FIGHTING SERVICES. 
(k) Throughout the White Paper to substitute 

for "Fighting Services" the term 
"Defence Services". 

POLICE. 
NOTE:- See separate Conclusion (Conclusion j5 

1 EMPIRE MARKETING BOARD, AND 
COLONIAL DEVELOPMENT FUND. 7L /̂A-, J^^^

/ ',A - h. r t l ) To take note that the Secretary of State T  ̂ / r 1  1 A for. Dominion Affairs and for the 
OU^ct UUU4"^' 7 U ^ J Colonies hopes to find a saving of 

J £ 1 2 5 , 0 0 0 . , 

LAND DRAINAGE. 
(m) To omit the passage relating to 

Land Drainage. 



SUMMARY. 
(n) To omit the Note. 

RE-ARRANGEMENT OF HEADINGS. 
(o) To take note that the Conference of 

Ministers had agreed to considerable 
changes in the order, including 
the following:
(i) The Summary to come at the 

beginning of the White Paper; 
(ii) This to be followed by the 

heading "Reductions of Salaries 
of Ministers" etc. 

(iii) Unemployment Insurance to come 
last. 
HOUSE OF COMMONS DISCUSSION. 

(p) To take note that the Prime Minister 
had arranged that, while the 
essential part of the Budget 
resolutions would be passed on the 
first day devoted to their discussion, 
there would be a second day on which 
the House of Commons would have 
facilities for discussing all 
matters within the scope of the 
White Paper, notwithstanding that 
they were not referred to in the 
Economy Bill, so long as the time 
limit was not exceeded. 



m 
2. The Minister of Health, during the 

discussion of the section of the White Paper 
devoted to Ministry of Health economies, raised 
the question of whether power should be taken 
by the Government to terminate the contracts 
between Local Authorities and their staffs, 
whether salaried officers or industrial employees. 

The Cabinet were informed that in the 
President of the Board of Education's discussion 
with representatives of the teachers, it had been 
pointed out that an anomaly would arise if the 
teachers sustained cuts in their salaries, 
while a highly paid director of education 
suffered no cut. A similar point would arise 
in connection with medical officers. 

The Cabinet were reminded also that the 
economies effected in the pay of the police 
accrued both to the State and to the Local 
Authorities. An anomaly would at once arise 
owing to the fact that the Chief of Police had 
his salary reduced and no corresponding reduction 
was made in the salaries of other highly paid 
local Government officials. 

It was suggested that, in order to deal 
with such anomalies, the Local Authorities might 
be empowered by legislation to cancel contracts, 
so as to enable them to negotiate new ones. 
If this were done, however, it was suggested that 
it would also be necessary to safeguard the 
position of Local Government officials, whether 
against excessive cuts in their salaries, or 



even dismissal (e.g. in cases in which they had 
resisted an extravagant Council), by, providing 
that reductions should be subject to review by 
the Ministry of Health. It was suggested 
also that the principle of cuts ought to be 
laid down centrally by the Ministry of Health. 

The subject was discussed at considerable 
length, both in its political and practical 
aspects. 

On the whole the view prevailed that it 
would be better not to attempt to deal with this 
question at the present stage. The main object 
of the economies now contemplated was to balance 
the national budget. Although the scheme adopted 
led unfortunately to some anomalies, due to the 
fact that some officials, such as teachers and 
police, were paid for partly by Government grant 
and partly by the Local Authorities, it was 
considered advisable to allow the Local Authorities 
who found it necessary, to deal with the question as 
best they could. It was pointed out, for example, 
that in some cases Local Authorities might be able 
to secure reductions in salaries by agreement with 
the officials concerned, notwithstanding that 
their contracts had not expired. In other cases 
contracts would be terminable within a comparatively 
short time. Should Local Authorities desire 
further powers, the question might have to be 
considered later by the Government of the day. 



[ P O L I C E . 

Iie question 
f pensions. 

3 . In the course of the discussion on the 
White Paper the Chancellor of the Exchequer 
read to the Cabinet a draft paragraph on Police 
Expenditure (C.W.P. (31 ) 1 ) , and the following 
phrase at the bottom of the first page "without 
altering the existing rates of pensionable pay 
or pensions" opened up the question of police 
pensions. 

The Home Secretary informed the Cabinet 
that at discussions with the Police Council every 
single authority concerned with the Police was 
unanimous that pensions ought not to be cut. 
The Home Office and the Scottish Office both 
supported this view strongly. At a meeting with 
a large number of representatives of the Police, 
he had found evidence of a good deal of unrest 
created by the recommendations of the May Committee, 
due partly to the fact that no evidence had 
been taken from the Police. The only point 
which all had applauded was his mention that 
Police pensions would not be cut. He laid the 
utmost emphasis on this point. 

After considerable discussion the Cabinet 
invited the Chancellor of the 
Exchequer and the Home Secretary 
to consider the wording of this 
paragraph very carefully, in 
order to ensure that pension 
rights of the Police that have 
already accrued shall not be 
impaired. 



rrjOMY 4. With regard to the Economy Bill the Cabinet 
took the following decisions 

tional (a) That in order to bring the Bill into 
y Bill- line with the White Paper the following 

heading should be omitted from the Schedule 
"Land Drainage". 

.ous 
nee: (b) That as far as possible the order of the 
t 53 (31), headings in the Schedule should be re
sion 3 ) . arranged to correspond to the new order of 

the headings in the White Paper. 
(c) To confirm' their previous decision that the 

period after the commencement of the Act 
within which Orders in Council could be 
issued should be limited to one month. 

(d) That Parliamentary Counsel, who it was 
understood, desired guidance as to the 
long title to the Economy Bill and other 
matters should have resort to the Cabinet 
Committee. 

(e) That the Cabinet Committee should meet on 
the following day  Tuesday, September 8th, s

1931, in the Prime Minister's Room at 
Ho. 10 Downing Street at 11 a.m., in order 
to consider the Economy Bill. 



5. The Chancellor of the Exchequer informed the 
-nil Tptp ' Q 

qSALS. Cabinet that on further examination the Scheme, 
mentioned in the Cabinet Minute referred to in the 

Used Relief Expenditure margin, for giving a limited relief in certain 
Liped In 
Llopment. taxation In respect of expenditure, incurred in 

development by persons engaged in productive industry, 
evious 
[fence' had been found to present insuperable 
met 52(31), 
elusion 3). difficulties. A similar result, however, might be 

obtained by increasing the allowances now made for a . 
ft^o- depreciation of plant and machinery, and by taking a 

more liberal view In future of allowances for 
obsolescence. 

He read to the Cabinet a draft, prepared as the 
result of the meeting of the Finance Committee that 
morning, of what he proposed to say on these subjects 
in his Speech on the Taxation Proposals. In these 
remarks he included a statement that the first 
mentioned proposal would be further explored. 

The Cabinet took note of and approved the 
proposals of the Finance Committee, summarised 
above, as reported by the Chancellor of the 
Exchequer. 



CATION

s/ersity 
i ts . 

evious 
ference : 

t 49(51), 
elusion 5 ) . 
i n e

a. 

6, Referring to the Cabinet conclusion, referred to
in the margin, the Chancellor of the Exchequer 
mentioned to the Cabinet that the sum of £150,000 
reduction on University Grants was not a reeurrent 
one. The annual grant of £1,830,000 a year to the 
Universities was wholly allocated and the sum which 
was available was only a lump sum of £150,000 saved 
from previous years. The surrender of that sum i-rould 
enable the grant-In-aid for 1932 to be subjected to a 
non-recurrent reduction of that amount. In substitutlor. 
for the Cabinet decision, referred to in the margin, 
the Cabinet agreed:-

As regards University Grants, to approve 
the surrender of this £150,000 and to take 

note that this would result In a non-recurrent 
reduction in 1932 of the University Grants 
Committee Vote from £1,830,000 to £1,680,000 
or a reduction for that year only of £150,000. 



12? 
J. Kl 

^IAMKNTARY 

. . ' 
finder of 
cramme not 
Considered. 

gvious 
erence: 
inet 53 (51), 
elusion 4) . 

7. The Cabinet did not discuss this item on the 
Agenda beyond instructing the Secretary to add the 
following Bills to the list: 

. Stf&iW The Sunday Performances Bill, 
ft'(3i)t3. The Shipping Conventions Bill. 
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8. The Cabinet took note of the following 
documents circulated by the Secretary to the 
Cabinet with C P . 205 (J1)* in accordance with 
the Cabinet Conclusion mentioned in the margin:

(i) Existing instructions to the 
Secretary to the Cabinet; 

(ii) Existing instructions as regards 
Cabinet Committees and Conferences; 

(iii) A Treasury circular ( C 364 .7) , dated 
2 5 t h February, 19J51 , on the submission 
of business to the Gabinet, covering 
an earlier circular, dated 2 8 t h 
April, 1924.; 

(iv) Economic Advisory Council - copy of 
Treasury Minute of appointment, 
dated 2 7 t h January, 1 9 3 0 ; 

(v) A Note on the Economic Advisory 
Council. 



FINANCIAL 
ION. 

a 4 * 

Previous 
Reference: 
Cabinet 53(31), 
Conclusion 1) . 

a. 

9. The Cabinet took note of two Memoranda, 
circulated by direction of the Prime Minister, 
which had reached him from a well-known outside 
source, entitled respectively:

(i) Sterling and the Gold Standard; 
(ii) How England Lives. 
At the end of the meeting a short discussion 

of a preliminary character took place as to the 
financial situation, which was as yet still far 
from satisfactory. There was general agreement 
that the subiect would have to be discussed in 
the near future In relation to the political 
situation. 



E I N D I A N 
UND T A B L E 
SiiFERENCE. 

* * * 
Previ ous 
fersnce : 
.binet 52(31,), 
inclusion 9). 

a

10. On the suggestion of the Secretary of State 
for India the Cabinet agreed :

(a) That a Cabinet Committee, similar to 
that set up by the late Government but 
composed of members of the Cabinet, 
who are also members of the Round Table 
Conference together with the -

Lord Privy Seal, 
The Chancellor of the Duchy of 

Lancaster 
and 

The Member for Financial Questions 
(as soon^as he Is appointed 
to the Round Table Conference, 
and financial questions arise;, 

be 
should/set up to consider questions 
relating to the Round Table Conference. 

(b) That the Secretary of State for India, 
in consultation with the Lord Chancellor, 
should decide questions as to the 
distribution of papers connected with 
the Round Table Conference. 



11. The Home Secretary asked that the question 
U P P L Y A N D 
BAN SPORT of the Supply and Transport Committee might be placed 30MMITT-EE. 

on the Agenda at the next meeting of the Cabinet. 
previous 
Reference: ^ 
Cabinet 56 (2a), 
Conclusion 2) . 

f-RL. 



v?y$' M3HCING 12. The Cabinet agreed:
-UTIVHT ' To meet on Wednesday, September 9th, 
^ ' 1931, at 11 a.ra., at No.10 Downing 

Street, S.W.1. 

2 Whitehall Gardens, S.W.1. 
7th September, 1931. 
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Meeting of the Gabinet to be held at No. 1 0 , 
Downing Street, S.W . 1 ., on WEDNESDAY, 

September 9 t h , 1 9 3 1 , at 1 1 . 0 a.m. 
* * * 

A G E N D A . 

1 . FOREIGN AFFAIRS. (if required). 

2 . PARLIAMENTARY BUSINESS - Remainder of Programme not yet\ 
considered, including 

(Reference Gabinet 54 (51) Conclusion f). 

(i) The London Passenger Transport Bill. 
(Reference Cabinet A.3 (51 ) Conclusion 3 ) . 

Note by the Secretary, covering Departmental 
Memorandum by the Ministry of Transport. 

(CP. 21 If ( 31 ) - already circulated). 
(ii) The Statute of Westminster. 

(Reference Cabinet 2f8 ( 3 1) Conclusion 3 ) * 

Memorandum by the Secretary of State for 
Dominion Affairs. 

(CP. 212 (31) - already circulated). 
(iii) The Educational Endowments (Scotland) Bill. 
(iv) A Bill to renew the Prolongation of Insurance Act. 

(Reference Cabinet 50 (3*1) Conclusion 1 ) . 

C P . 209 ( (v) The Expiring Laws Continuance Bill, 
para. 5'. ( 

( (vi) The Public Works Loans Bill. 
(vii) The Appropriation Bill. 

(viii) The Sunday Performances (Regulation) Bill. 
(ix) The Merchant Shipping (Safety and Load Line 

Conventions) Bill. 

3 . SUPPLY AND TRANSPORT COMMITTEE. 
(Reference,Cabinet 54 (3"0 Conclusion 1 1 ) . 

Question to be -raised by the Home Secretary. 



4 . THE FINANCIAL AND POLITICAL SITUATION. (If required). 
(Reference Cabinet 54 ( 3 1 ) Conclusion 9 ) . 

TO TAKE NOTE OF:

5 . ECONOMY: DRAFT WHITE PAPER. 
(Reference Cabinet 54 ( 3 1 ) Conclusion 1 ) . 

Note by the Secretary, covering revised draft 
of White Paper. 

(CP. 223 (31 ) - to be circulated). 

(Signed) M.P.A. HANKEY, 
Secretary, Cabinet. 

Whitehall Gardens, S.W.i. 
8th September, 1 931. 
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(THIS DOCUMENT IS THE PROPERTY OF HIS B R E M M I C MAJESTY [S GOVERNMENT ) 

S E C R 3 T . Copy No. 
C A B I N E T 55 (51). 

Meeting of the Cabinet to be held at No. 10 
Downing Street, S.W.1, on WEDNESDAY, 

September 9th, 1931, at 11.0 a.m. 

ADDENDA.; TO THE AGENDA. 

6. FUTURE AIRSHIP POLICY. 
(Reference Cabinet 49 (31) Conclusion 8). 
Note by the Secretary of State for Air. 

(CP. 224 (31) - circulated herewith). 

7. EXPENDITURE OF LOCAL AUTHORITIES. 
Note by Minister of Health. 

(CP. 225 (31) - circulated herewith). 
(Signed) M.P.A. HANKEY, 

Secretary, Cabinet. 

I 2 Whitehall Gardens, S.W.1. 
8th September, 1931. 



iilS^DOCUMENT IS THE FROPERTY OF HIS BRITANNIC MAJESTY' S GOvERNM35M? ) 

T? C R E T . Copy No 
C A B I N E T 55 (51). 

CONCLUSIONS of a Meeting of the Cabinet held at 
10 Downing Street, S.W.1, on ^QNESDAY, 

September 9th, 1931, at 11 a.m. 

PRESENT : 

I
The Right Hon. J. Ramsay MacDonald, M.P., 

(In the Chair). 
Prime Minister. The Right Hon. 

pie Right Hon. Philip Snowden, M.P., 
I St anley Baldwin, M. P., Chancellor of the Exchequer. 
K Lord President of the 
I Council. The Right Hon. 
She Right Hon. Lord^Sankey, G.B.E., I Sir Herbert Samuel, G.C.B., Lord Chancellor. 
1g.B.E.,M.P., Secretary 
B of State for Home Affairs. The Right Hon. fflhe Most Hon. 
I The Marquess of Reading, Sir Samuel Hoare, Bt., 
j &.C.B.,G.C.S.I.,G.C.I.E., G.B.E.,C.M.G.,M.P., 
I G.C.V.O., Secretary of State Secretary of State for India 
H for Foreign Affairs. 
She Right Hon. The Right Hon. 
I J.H. Thomas, iff.P., Neville Chamberlain, M.P., 
I Secretary of State for Dominion Minister of Health. 
U Affairs and Secretary of State 
i for the Colonies. 

The Right Hon. Sir Philip Cunliffe-Lister, 
G.B.E. ,M.C,M.P., President of the 
Board of Trade. 
THE FOLLOWING WERE ALSO PRESENT: 

ihe Right Hon. The Right Hon. 
I Lord'Amulree, G.B.E.,K.C, Sir Archibald Sinclair, Bt., 
I Secretary of State for Air. CM.G.,M.P., Secretary of 
I (For Conclusion 20) State for Scot land. (For Con. 11) 

- )Ihe Right Hon. Sir Henry Betterton, Bt.,C.B.E. 
I Sir Donald Maclean,K.B.E.,M.P., M.P., Minister of Labour. 
I President of the Board of (For Conclusion 3). 
j Education. 
(For Conclusion 21) 

Mr. T.W. Phillips, C.B.,C.B.E,, 
Deputy Secretary, Ministry of Labour, 
(For Conclusion 3). 

olonel Sir M.P.A. Han key, G .C .B. ,G .C .M.G., Secretary. 



1 V 
J- *3 

1. The Secretary of State for Foreign Affairs 
said that he had nothing to bring to the 
attention of the Gabinet. 



p;0POSALt 

elief to 
xpenditure 
curred in 
evelopment. 

Previous 
eference: 
abinet 54 
SI), Con
lusion o ) . 

1 d o 

2 . The Chancellor of the Exchequer informed 
the Cabinet that a difficulty had arisen in regard 
to the Cabinet's decision to increase the allowances 
now made for depreciation of plant and machinery and 
to take a more liberal view in future of allowances 
for obsolescence. Parliamentary Counsel had 
expressed the vie?R that the Speaker might rule that 
legislation giving effect to this decision could 
not be included in this Finance Bill on the ground 
that these allowances to industry would not come 
into operation until April next, i.e. not in the 
current financial year. Such a ruling, if it were 
given, would not prevent him from making the 
announcement of policy, nor would it affect the 
proposal itself, but it would mean that the actual 
legislation would have to wait for the next Finance 
Bill. 



j. The Gabinet had. before them a revised 
draft of the White Paper on the measures proposed 
by His Majesty's Government to secure reductions 
in national expenditure, (Paper No. C.P. 223 ( 3 1 ) ) . 

The attention of the Cabinet was called to 
the following clause on page 10 of the White 
Paper:

51 ( 3 ) A limitation of insurance benefit 
(as distinct from transitional 
payments) to 26 weeks in a benefit 
year /or 59 weeks without a fresh 
waiting period/, after which a fresh 
insurance qualification would be 
required." 

The question was raised as to whether the 
Cabinet desired the inclusion of the words in 
square brackets which are underlined above. 

The matter was found to be somewhat 
technical, and, at the request of the Minister of 
Labour, Mr. T.W. Phillips, the Deputy Secretary to 
the Ministry of Labour, was introduced and invited 
to explain the matter. 

Mr. Phillips said that the limitation of 
insurance benefit to 26 weeks in the benefit year 
would leave untouched a considerable number of 
cases in which, owing to short-time or casual 
working, just short of 26 weeks of benefit is drawn 
every year. A short-time worker, for example, 
employed approximately half-time -would always satisfy 
the 30 contributions qualification for insurance 
benefit and might draw (say) 25 weeks of benefit 
in one benefit year; having drawn less than 26 

weeks he could draw (say) 25 weeks in the next 
benefit year; and so on indefinitely. A similar 



case would be that of a docker drawing on the average 
just short of three days benefit each week. 

The "39 weeks" limitation was designed to cover 
such cases. It would be additional to the "26 weeks 
in a benefit year" limitation. Its effect would be 
that when a person, who had not drawn as much as 26 

weeks of benefit in any one benefit year, reached a 
total of 39 weeks of benefit without a fresh "waiting 
period", he would cease to be entitled to insurance 
benefit until he requalified. A fresh waiting period 
becomes necessary if there is a gap of more than 10 
weeks in the unemployment record, Accordingly, if 
such a gap occurred before the total of 39 weeks 
benefit was reached, the person concerned would on 
making a fresh claim start again with a clean sheet 
so far as this limitation is concerned. 

The Cabinet were informed that the measures 
of economy proposed in the White Paper were on 
many points identical with those contemplated by 
the late Government, and it was generally agreed that, 
in the absence of over-riding considerations to the 
contrary, there were political advantages in this 
continuity. 

After hearing the explanations of the Minister 
of Labour and Mr. Phillips, it was not felt that the 
addition of the words in square brackets would 
bring such over-riding advantages. Their omission 
would not affect the amount of the saving which the 
Minister of Labour hoped to obtain, beyond reducing 
the margin for errors In estimating. In any event, 
the question of Unemployment Insurance would have to 



be dealt with before long by whatever Government 
was in office, and no great harm would be done 
by leaving this point until then. 

After decisions had been taken on the 
points mentioned below, the Cabinet were informed 
that there was a minor point about Army Reserves 
remaining for settlement, but that the Treasury, 
in consultation with the War Office, felt able to 
settle the point without troubling Ministers. 

The Cabinet agreed -
(a) To omit the words in square brackets 

"or 39 weeks without a fresh 
waiting period" from page 1 0 , 
clause (3 ) and from page 13? 
paragraph 5 (3) 0^ the draft 
White Paper; 

(b) To take note that the passage relating 
to Police (page 1 3 , paragraph 4 ) , had 
been drafted in the Home Office, had 
received the approval of the Secretary 
of State, was non-controversial, and 
did not require a decision by the 
Cabinet; 

(c) That the paragraphs relating to the 
Road Fund (page 1 3 , paragraph 6) 
should be retained in preference to 

.', ' the revised draft circulated as 
v- part of the Secretary's covering 

note to C P . 223 ( 3 1 ) ; 

(d) That, subject to the above and to any 
minor or drafting alterations, the 
draft White Paper attached to 
C P . 223 ( 3 1 ) should be approved for 
circulation to Parliament; 
NOTE:- The Secretary was asked to 

suggest to the Treasury that 
the headings of the various 
items should be printed 
in heavier type. 



ECONOMY
BILL. 

 if. The Cabinet agreed — 

(a) That the Economy Bill should be 
circulated at the same time as the 

(previous
Reference:
Cabinet 5if

, Con
elusion if) . 
PARLIAMENTARY

 White Paper, that is to say, after 
 the Chancellor of the Exchequer's 
 speech on the financial' proposals 
 on Thursday, September 10th. 

(b) That on Friday, September 11th, the 
 Prime Minister should introduce 

PROCEDURE. "the Economy Bill, the Secretary of 
State for Dominion Affairs and for 

(Discussed at
a later stage
of the Meeting).

 the Colonies should speak towards 
 the end of the Debate, and that on 

 Monday, .14*th September, the Home 
Secretary" should speak, (unless he 
desires to suggest some other speaker), 
and that the Minister of Health should 
wind up the Debate. Further that the 
Attorney-General should be ready to 
speak in the Debate, either on 
Friday or on Monday. 



jgS LONDON 
PASSENGER 
5SANSPORT B I L L . 

previous 
Reference: 
Cabinet 4-8 
(51), Con
elusion J) , 

ft. 

5. The Gabinet had before them a Departmental 
Memorandum by the Ministry of Transport, (Paper 
No. G.P. 214- (J1)) * circulated on the instructions 
of the Prime Minister, on the subject of the 
London Passenger Transport Bill. 

After it had been discussed mainly on 
the political aspects of the question, the Cabinet 
agreed — 

(a) To leave the Bill on the list of 
measures which might be dealt 
with during the present Session 
of Parliament; 

(b) That the Prime Minister should 
see Mr. Morrison at an early date 
and inform him that if more time 
than two days was required for the 
passage of the remaining stages 
of the Bill through the House of 
Commons, it would be dropped; 

(c) That the President of the Board of 
Trade should get in touch with 
certain interests with whom he had 
been in communication on the subject; 

(d) That the question should be brought 
up at the next meeting of the 
Cabinet. 



6. The Cabinet had before them a Memorandum 
by the Secretary of State for Dominion Affairs, 
(Paper No. C P . 212 ( ; 3 1 ) ) , on the Statute of 
Westminster, covering a copy of the draft Bill. 
In this Memorandum the history of the question 
was set forth in detail and explanations were 
given as to the reasons for the various provisions. 
It was mentioned that one point in connection 
with the drafting of the Bill, namely, the 
precise form of Clause 9 , which deals with the 
position in Australia as between the Commonwealth 
and the States, was still outstanding. Telegraphi 
communications were passing with the Australian 
Government, who are consulting with the State 
Governments, and it was hoped that a satisfactory 
agreement would shortly be reached on the basis 
of the Clause as now drafted. The Secretary of 
State for Dominion Affairs now asked for the 
authority of his colleagues for the introduction 
of the Bill into Parliament as soon as possible 
in the forthcoming Session, with the object of 
securing its passage, in accordance with the 
recommendation of the Imperial Conference of 1 9 3 0 , 

by the 1 s t December next. 

The Secretary of State for Dominion Affairs 
gave explanations and answered questions as to the 
scope of the Bill. An undertaking had 
been given that the Bill would be passed by 
December 1 s t , because the Irish Free State 



representatives at the Imperial Conference had expressed 
great anxiety that the Bill should become law 
before the General Election in Ireland, which it was 
then thought might take place at the beginning of 
1932. Ke now understood that the General Election 
was not expected to take place until the middle of 
the year, and if so there was not the same urgency from 
this point of view, and in the last resort it would 
seem to suffice if the Bill were passed into law at 
the end of December. 

The Cabinet agreed — 
(a) That the Statute of Westminster 

should remain on the list of Bills 
to be passed into law if possible 
during the present Session of 
Parliament, and that advantage 
should be taken of any opportunity 
that might present itself in the 
Parliamentary time-table for passing 
it through its various stages; 

(b) That the agreement as to British 
Commonwealth merchant shipping should 
be signed by the time the Bill 
receives the Royal Assent, 
since the agreement pre-supposes that 
it should come into operation at 
the same time as the Statute of 
Westminster; and that the Secretary 
of State for Dominion Affairs 
should take such steps as he might 
think advisable to secure that 
there should be no delay in 
signature. 



BILL TO RENEW 
THE PROLONGATION 
OF INSURANCE ACT., 

(Previous 
Reference: 
Cabinet 50 
(;1), Con
clusion 1 ) . 

7̂)1. 

7 . As it was not essential that this Bill 
should be passed into law before December 3 1 s t , 

the Cabinet invited the Minister of Health to 
consider whether it must be introduced during 
the present Session, or could be left over 
until a later Session of Parliament. 

- 1 0 



EXPIRING LAWS 8 . As the Expiring Laws Continuance Bill 
CONTINUANCE 
BILL. need not be passed before December 31st, the 

subject was left over for the present. 
(previous 
Reference-: 
Cabinet 66 
( 5 0 ) , Con
elusion 1lf) . 

- 1 1 



PUBLIC WORKS 9  . The Cabinet were informed that the 
L0AIIS BILL. 

Public Works Loans Bill was down for discussion 
(previous
Reference: 

 the same evening and might possibly be 
Cabinet 34 taken. The Bill would remain on the 
(31), Con
clusion 10) . list and would be introduced at the first 

possible moment. 



THE APPROPRIATION 1 0 . The Appropriation Bill was kept on 
3 l L L * the list of measures that must be introduced 
(previous during the present Session. 
Reference: 
Cabinet 53 
(3*0 , Oon
clusion 1 ) . 

mm 



r̂jcATIONAL 11 . The Secretary of State for Scotland 
* D 0 S M E N T S 
SCOTLAND ) BILL. explained to the Cabinet that many endowments 

in Scotland were being wastefully administered, 
(previous 
Reference: and a Commission had been established to 
Cabinet 40 
(31), Con- consolidate them and turn them to better use. 
olusion 1 7 ) . 

The Commission had done most admirable work, but 
unless the statutory powers under which it worked 
were extended, would come to an end this year. 
In that event it would be necessary to dismiss 
the staff, although it was almost certain that 
in a new Parliament the work would have to be 
started again. He was, therefore, most reluctant 
to interrupt it, even though the cost was 
£ 4 , 1 0 0 a year. He thought the Bill was not likely 
to prove controversial. The Bill consisted of 
only one operative clause and was down for 
second reading. 

The Cabinet agreed — 
That the Secretary of State for 
Scotland should make enquiries as 
to whether the Bill was likely to 
meet with opposition, and, in . 
the contrary event, should be 
authorised to introduce it during 
the present Session of Parliament. 



Ii 0 

' SUNDAY 
$ULA? ION) 
iii. 

vious 
ilnet 54(31) 
riclusion 7) . 

s

12, In view of the fact that the present 
Government had been formed for the single purpose 
of dealing with the financial situation, the 
Cabinet agreed with a proposal by the Home 
Secretary 

"to withdraw the Sunday Performances 
(Regulation) Bill and to substitute 
a new Bill which would maintain the 
status quo for a period of one year." 

Note: The Prime Minister suggested that the 
Home Secretary should circulate a new 
Bill before withdrawing the previous 
Bill. 

-15" 



Tff3 MERCHANT 1 3 . The Cabinet agreed -
SHIPPING (SAFETY 
£NED LOAD LINE That it was desirable to pass 
CONVENTIONS ) BILL. the Merchant Shipping (Safety 

and Load Line Conventions) Bill 
during the present Session and 

(Previous that the President of the Board 
Reference: of Trade should see Mr. Graham 
Cabinet 54. with a view to securing its 
(31), Con- passage if possible without 
clusion 7). opposition. 

F.R. 
79% 

- 1 6 



U S 

RPNS TOWN AND 12f. The Cabinet approved a proposal 
COUNTRY PLANNING ^  MinisteMinister off HealtHealthh to drop the Townby the r o
JJIIUJ * 

and Country Planning Bill. 
Previous 
"Reference: 
Cabinet yj

Con
elusion 1 ; . 



eOTHER BILLS ON !5. T h   Cabinet agreed -
THE ORDER PAPER. 

That the Parliamentary Secretary 
to the Treasury should be 
authorised to move that Bills 
on the Order Paper, other than 
those otherwise provided for 
above, should be discharged. 

- i 8 



1 6 . The Secretary of State for India said 
that it had been proposed to him that he should 
introduce a Bill for removing the statutory 
safeguards possessed by the Indian Services 
against a reduction in their salaries. 

After discussing the question with his 
advisers, he had come to the conclusion that 
it was both unwise and unpractical to 
introduce such legislation. 

The Cabinet agreed with 
the above view. 



SUPPLY A LTD 1 7 , After hearing a statement by the Home 
TRANSPORT 
COMMITTEE. Secretary, the Cabinet agreed 

(a) That the Supply and Transport 
previous Committee, which had existed under 
' Reference: pervious Governments, be 

re-constituted as follows:-Cabinet 54
(31), Con
clusion -11) The Home Secretary (Chairman), 

The President of the Board of Trade, 
The Secretary of State for Scotland, a. The First Lord of the Admiralty, 
The Secretary of State for War, 
The Secretary of State for Air, 
The Minister of Health, 
The Minister of Labour, 
The Minister of Transport, 
The Financial Secretary to the Treasury, 
The Secretary for Mines, 
The Chief Civil Commissioner 

(Minister to be appointed). 
(b) That the Government Departments 

concerned should, under the 
general co-ordination of the 
Committee, bring up-to-date the 
arrangements with which the 
Committee deals, but that no 
action should be taken involving 
publicity; 

(c) That the Committee should consider 
the appointment of a Chief Civil 
Commissioner (the Cabinet were 
reminded that Sir William 
Mitchell -Thomson had been Chief Civil 
Commissioner under a previous 
Government). 



HE FINANCIAL 
SITUATION. 
(Previous 
Reference : 
Cabinet 54(31) 
Conclusion 9). 

ft. 

18. The Chancellor of the Exchequer informed the 
Cabinet that it was his intention to circulate a 
memorandum, giving particulars as to the recent loan 
concluded in Paris. 

The Prime Minister instructed the Secretary to 
keep the subject of the Financial and Political 
Situation on the Agenda Paper of the Cabinet. 



19. The Lord President of the Council said that he 
had heard that a proposal had been made for some 
reduction In the United Kingdom1 s contribution to 
the expenditure of the War Graves Commission. He 
recalled that similar proposals had been made in the 
past, and he reminded the Cabinet that they had 
invariably been rejected, and that very strong feeling, 
both in the United Kingdom and in the Dominions, was 
liable to be aroused by any such suggest ions. The 
Chancellor of the Exchequer undertook to look into the 
question In the light of the short discussion that 
took place. 



20. The Cabinet had before them a Note by the 
Secretary of State for Air on Future Airship Policy, 
(Paper No. C P . 222f (jji)). In this Note the Secretary 
of State formulated in detail the precise nature of 
his proposals in regard to future airship policy, since 
the statement made in the House of Commons on the 
12fth May, which was quoted in the Gabinet Minute 
referred to in the margin, did not contain details of 
the more modest policy.which the Cabinet had adopted. 

The first point dealt with in the Note was in 
connection with the future of the airship bases at 
Cardington and overseas. After reference to proposals 
he had made to the late Cabinet, the Secretary of State 
stated that, in the absence of directions to the 
contrary, he would assume that the intention of the 
Cabinet was that Cardington and the overseas bases 
are to be retained for the time being on a minimum 
"care and maintenance" basis, and not disposed of, 

The Note also raised the question of the manner 
in which the new policy was to be announced. The 
method which the Secretary of State preferred was that 
the Chancellor of the Exchequer should make brief 
mention of the matter in his speech outlining the 
measures of economy upon which His Majesty's Government 
have decided; but if this did not commend itself, 
he suggested that a Question should be arranged in the 
Lords or Commons which would be dealt with on the lines 
of a draft Question and Answer attached to the Note. 

After- a shox-t discussion with the Secretary of 
State for Air the Cabinet agreed:

(a) That the airship bases at Caraington and 
overseas should be retained for the time 
being on a minimum of "care and maintenance" 
basis and not disposed of. 

-23



(b) That the Prime Minister In introducing 
the Economy Bill on Friday, September 11th, 
1931, would make an appropriate announcement 
of the Government1s policy on airships. 

(c) That the Secretary of State for Air should 
provide the Prime Minister with the neoessary 
material. 

(d) That the Secretary of State for Dominion 
Affairs and the Secretary of State for 
India should make appropriate communications 
on the subject of the Governments airship 
policy to the Dominions and India, respect-
Ively, without delay. 



AT I O N 

R T M E N T ' s 
O M T S S . 

OT-anication 
Local 

ies . 

pevious 
eference: 
binet 51j-(31) 
onclusion 6) 

f.r; 

21. After discussing with the President of the Board 
of Education the question of the most suitable form 
in which the details of the economies in education 
could best be coramunicated to the Local Education 
Authorities, as well as to members of Parliament (?fho 
are receiving many letteis on the subject), without 
creating an inconvenient precedent to other Government 
Departments., 

The Cabinet agreed:-
That the President of the Board of Education 
should issue a circular to Local Education 
Authorities and should communicate a copy 
to all members of Parliament for their 
information. 



MINISTRY OP 2 2 . The Gabinet had before them a copy of a letter 
HEALTH 
ECONOMIES. which, with the approval of the Cabinet, the Minister 

of Health proposed to address to Local Authorities 
Expenditure 
of Local in England and Wales on the subject of Local 
Authorities. 

Expenditure (Paper No. C,P. 225 ( 3 1 ) ) . . 

(Previous The Cabinet approved the letter referred to 
Reference: 
Cabinet 54 above. 
( 3 1 ) , Con
elusion 2) . 



MlSDlOI ION 
b?BALS BILL. 

... 
frevi-ons 
eferenc e' 
pbinet 24(51)
£inclusion 15) 

23. The Cabinet, accepted the view of the Home 
Secretary,that in view of the pressing need for 
economy, it would not be right to appoint a Depart
mental Committee to consider the question of the 
Summary Jurisdiction "Appeals" Bill as promised by 
the late Government, since the only recommendation 
the Committee could make, if it made one at all, 
must lead to a new burden being thrown upon public 
funds. 

The Home Secretary was asked to explain the 
position to Sir John Withers, who was the spokesman 
to the Bill. 



TEE DISARMAMENT 
CONFERENCE. 

(Previous 
Reference : 
Cabinet 48(31) 
Conclusion 6 ) . 

Si fa) ib 

24. The Cabinet invited the Secretary of State 
for Foreign Affairs to consider, in the light of 
certain information which the Eirst Lord of the 
Admiralty had communicated to the Secretary of State 
for India, whether it would he desirable by Question 
and Answer in Parliament or otherwise to make clear 
that the Government does not favour a postponement 
of the Disarmament Conference. 



gpRE MEETING-S 25. The Cabinet agreed:-
F THE CABINS!.  ^  follow the custom of previous q

Governments in holding a weekly 
meeting of the Cabinet on Wednesdays 
at 11 a.m., and that special meetings 
to consider particular questions should 
be held in the intervals on such days 
as the Prime Minister might decide. 

2 Whitehall Gardens, S.YI.1. 
9th September, 1951. 
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0 GOVERNMENT)S MAJESTY' rjQCjJMENT IS THE PROPERTY OF HIS BRITANNIC

O R E T . 
COPY NO. 

C A B I N E T 56 (51). 

Meeting of the Cabinet to he held at No. 10, Downing Street, 
S.W.1. on WEDNESDAY, SEPTEMBER 16th, 1931, at 11.0, a.m. 

AGENDA. 

1. FOREIGN AFFAIRS. (If required). 

, 2. DISARMAMENT - POLITICAL ASPECTS OF THE FRENCH 
MEMORANDUM. 

(Reference Cabinet 55 (31) Conclusion 24). 
Memorandum by the First Lord of the 
Admiraltya 

(CP. 227 (31) - already circulated). 

3. THE FINANCIAL AND POLITICAL SITUATION, 
(Reference Cabinet 55 (31) Conclusion 18). 

(l) The British Treasury credits in Paris. 
Memorandum by the Chancellor of the Exchequer. 

(CP. 230 (31) - to be circulated). 
(il) Report of Cabinet Committee on the Financial 

Situat ion. 
(CP. 231 (31) - to be circulated if ready) 

also 
(iii) Memorandum by Sir Warren Fisher on the 

Financial and Economic Position of the 
United Kingdom. 

(CP. 233 (31) - circulated herewith). 

4. THE LONDON PASSENGER TRANSPORT BILL. 
(Reference Cabinet 55 (31) Conclusion 5). 
Note by the Secretary, covering Departmental 
Memorandum by the Ministry of Transport, 

(CP. 214 (31) - already circulated). 



5. SUPPLY BY GOVERNMENT DEPARTMENTS OF INFORMATION 
FOR USE IN PARTY PAMPHLETS. 

Memorandum by the Home Secretary. 
(CP. 229 (31) - already circulated). 

TO TAKE NOTE OF : 

6. THE INDIAN FINANCIAL SITUATION. 
(Reference Cabinet 54 (31) Conclusion 10). 
Memoranda by the Secretary of State for India. 

(C.P. 226 (31) - already circulated. 
C P . 232 (31) r- to be circulated). 

(Signed) M.P.A. HANKEY. 
Secretary, Cabinet. 

Whitehall Gardens, S.W.1 
14th September;, 1931, 



IS DOCUMENT IS THE PROPERTY OF HIS BRITANNIC MAJESTY'S GOVERNMENT) 

E C R E T  . Copy No. 

G A B I N E T 56 (51) . 

Meeting of the Cabinet to be held at No. 10, 
Downing Street, S.W.1., on WEDNESDAY, 

September 16th, 19.31, at 11.0 a.m. 

ADDENDUM TO THE AGENDA. 

NATIONAL ECO M  M BRITISH BROADCASTING CORPORATION. 
(Reference Cabinet 50 (3*0 Conclusion 1 2 ) . 

Correspondence between the Chancellor of the Exchequer 
and the Postmasters-General. 

(CP. 235 ( 3 1 ) - circulated herewith). 

(Signed) M.P.A. HANKEY, 
Secretary, Cabinet. 

Whitehall Gardens, S.W . 1 . 

15 th September, 1 9 3 1 . 
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C A B I N E T 56 ( 51 ) . 
CONCLUSIONS of a Meeting of the Cabinet held 

at 10, Downing Street, S.W.1., on WEDNESDAY, 
September 16"th, 1951 , at 11.0 a.m. 

PRESENT:-
The Right Hon. J. Ramsay MacDonald, M.P., 

Prime Minister. (in the Chair). 

The Right Hon. The Right Hon. 
Stanley Baldwin, M.P., Philip Snowden, M.P., 
Lord President of the Chancellor of the 
Council. Exchequer. 

The Right Hon. The Most Hon. 
Sir Herbert Samuel, G.C.B. The Marquees of Reading, 
G.B.E.,M.P., Secretary G.G.B, ,G,G.S,I. ,G.C.I.E. , G.C.V.; 
of State for Home Affairs. Secretary of State for 

Foreign Affairs. 
he Right Hon. The Right Hon. 
Sir Samuel Hoare, Bt., J.H. Thomas, M.P., Secretary 
G.B.E.,C,M.G.,M.P., Secretary of State for Dominion Affairs 
of State for India. and Secretary of State for 

the Colonies. 
The Right Hon. The Right Hon. 

Neville Chamberlain, M.P., Sir Philip Gunliffe-Lister, 
Minister of Health. G.B.E.,M.C.,M.P., President 

of the Board of Trade. 

THE.FOLLOWING WERE ALSO PRESENT:-
The Right Hon. The Most Hon. 

Sir Austen Chamberlain, K.G. The Marquess of Crewe, 
M.P., First Lord of the K.G., Secretary of 
A imiralty. State for War. 

/ Not present for Item 1. 
NOTE:- The Secretary of State for Air was also invited to 

attend, but, owing to a slight indisposition, he 
was unable to be present. 

0 n e l Sir M.P.A. Hankey, G.C.B. ,G. G.M.G. , Secretary. 



ECONOMY. 
The Round Table 
Conference. 
Letter from 
the Secretary 
to the Indian 
Princes . 

(previous 
Reference: 
Cabinet 54 
(31), Oon
clusion 10.) 

1. The Prime Minister read to the Cabinet the 
following letter which he had received from tfe-e 
jtoaagotary to tho Indium--Iranoea-, offering to forego 
the contribution which His Majesty's Government was 
making towards the expenses of the visit of the Indian' 
States Delegation to London:

5, Lygon Place, 
Grosvenor Gardens, S.W.1. 

15th September, 1931. 
"My dear Prime Minister, 

We in India have watched with intense 
interest the widespread response of the 
British people to their Countryrs need, 
occasioned by the acute financial 
situation, and their regard and readiness 
to make sacrifices for the common weal 
have evoked the warmest appreciation of 
the Princes . Thejr have followed with 
deep sympathy the efforts of His Majesty's 
Government to meet the situation and have 
been much impressed by the proposals for 
economy which have been so carefully worked 
out and boldly put forward. 

In the belief that at the present moment 
any saving would perhaps be helpful, all 
the members of the Indian States Delegation 
- now in England - have authorised me to 
convey to you that they wish to forego 
the contribution which His Majesty's 
Government was making towards the expenses 
of the visit of the States Delegation to 
London. They are almost certain that the 
remaining members of the Delegation, who 
have yet to arrive, would also like to 
associate themselves with this decision. 
But I shall let you know of their decision 
as soon as I am in a position to do so. 

We realise that the amount that would 
thus be saved will only be a drop in the 
ocean, but you know that it is being offered 
as a token of the feeling of friendship 
which the Princes of India and their 
subjects have always entertained for the 
people of Great Britain. 

Yours sincerely, 
(Signed) HAMTDULLAH." 

The Cabinet expressed deep appreciation of the 
action of the Indian Princes. 



ECONOMY. 2. The Home Secretary informed the Cabinet that 
Offer from the the Duke of Abercorn had asked that a reduction might 
Governor of 
Northern be made in his salary as Governor of Northern Ireland, 
Ireland. 



ADMIRALTY 3. ^he First Lord of the Admiralty raised, as a 
ECONOMIES . 

matter of the greatest urgency, the difficulties 
iff iculties 
in the Atlantic which had arisen in the Atlantic Fleet in Cromarty 
Fleet. 
D

^Reference:
elusion 2.) ^it^Con

fx. 

Firth in consequence of the reductions in pay. He 
 read to the Cabinet a series of telegrams dated 
 September 14th and 15th describing the development of the disturbances. Later in the Meeting Admiral 

Sir Frederick Field, First Sea Lord of the Admiralty 
and Chief of the Naval Staff, and Rear-Admiral R.M. 
Colvin, Chief of Staff to the Commander-in-Chief of 
the Atlantic Fleet, were introduced and gave in fuller 
detail particulars of the disturbances that had arisen 

It appeared that the disturbances had been con
fined in the main to the crews of certain ships which 
had given leave on Monday September 14th. The liberty 
men, while on shore at Invergordon (where there are 
few facilities for recreation beyond the Naval canteen 
and the football grounds) had attended a meeting in 
the canteen at which some of the men had addressed 
their comrades on the question of the cuts in pay. 
They had afterwards returned on board ship. On the 
following day, when the ships were due to put to sea, 
large numbers of men from the crews of certain ships 
had crowded the forecastles in such a way as to render 
it impossible (without the use of force) to raise the 
anchor and. put to sea. The attitude of the men of 
the ships affected towards their Officers had been in 
every way respectful. The Petty Officers and Leading 
Seamen had remained in all respects loyal. Some of 

the ships whose crews had not been at the canteen meefem g on the previous 
/ day put to sea, but the Commander-in-Chief, in view 

of the difficulties in other ships, ordered 
their return to harbour, and the exercises were 



cancelled. 
The Chief of the Staff of the Atlantic Fleet, 

while not excluding the possibility of a certain 
amount of propaganda by outside influences, was of 
opinion that the difficulties were based on a genuine 
sense of grievance on the part of the men. He reported 

Acting 
that in the opinion of the/Commander-in-Chief the 
Fleet would not move until some concession was made. 
(In this connection, towards the end of the Meeting 
the First Lord of the Admiralty read a telegram just 

Acting 
received from the/Commander-in-Chief which indicated 
that if no action were taken the situation threatened 
to get out of hand.) Preliminary investigations had 
been made and were reported to the Admiralty in the 
telegrams referred to above. In addition, the Chief 
of the Staff had been sent to report the situation to 
the Admiralty. 

From the preliminary investigations it had 
transpired that the men who were most dissatisfied 
were married men who 
had married before completing the term of service 
when they were entitled to a marriage allowance. 
These men had married in the confident belief, based 
on pronouncements by previous Governments, that their 
pay would not be reduced. Many of them had rented 
houses, bought furniture on the hire-purchase system, 
entered into insurances, and so forth. Owing to the 
cuts in their pay they foresaw an impossibility of 
meeting the financial engagements that they had 
incurred on behalf of their wives and families. The 
difficulty was much accentuated by the early date at 
which, the cuts were to take effect (October 1st), which 
did not give them time to make the necessary disposi
tions . The Board of Admiralty, who had given prelim
inary consideration to the question in the light of 



the report by the Chief of Staff of the Atlantic 
Fleet, inclined to the view that these men had a real 
grievance and had suggested that the date at which 
the cuts came into operation should be deferred for a 
month in order to give time for a re-examination of 
the question and to enable any classes of special 
hardship to be re-considered, and that, in order to 
provide an opportunity for such re-examination, the 
ships should be ordered to return to their home ports. 

The Cabinet, while not disregarding the fact that 
grievances of a specially onerous kind might exist 
in the Fleet, were deeply concerned with the effect 
which any concession would have not only in the Sister 
Services but also on the whole scheme of Government 
economies. To announce a concession in one case 
(more particularly one which could be represented as 
a surrender to force) would have incalculable conse
quences. The suggested postponement was therefore 
unacceptable. 

Doubts were felt as to whether it was expedient, 
in the circumstances, to withdraw the ships to the 
home ports, as desired by the Sea lords, in order to 
expedite investigation and to enable the men to get 
in touch with their homes, but this was eventually 
agreed to on the understanding that it was made clear 
that this was done in obedience to an order from the 
Admiralty. Stress was also laid on the importance of 
dealing only with classes, of cases and not with 
individual cases . 

After considerable discussion the First Lord 
withdrew, with the First Sea Lord and the Chief of 
Staff of the Atlantic Fleet, and drafted a statement 
which he later read to the Cabinet, and which, subject 
to certain amendments, was approved. 



no 

The policy approved by the Cabinet was as follows 
(a) That the Prime Minister should make in 

Parliament the same afternoon a statement 
of a general character as to the attitude 
to be adopted by the Government towards 
cases in which particular classes of 
persons affected by the proposed cuts 
have been represented to be unfairly 
affected. It was arranged that this 
should be accomplished by the following 
Question and Answer:-
BY PRIVATE NOTICE. 
Capt. Sir Ernest Bennett: To ask the 
Prime Minister whether his attention 
has been called to classes of persons 
involved by various economies whose 
cases are of peculiarly great hardship 
for special reasons, and whether the 
Government can see its way to consider 
them. 

(Answered by the Prime Minister) 
Yes Sir. Various cases have been 
brought to the attention of the 
Government in which particular classes 
of persons affected by the proposed 
cuts have been represented to be 
unfairly affected. 

These difficulties have been the 
; subject of consideration by the 
Government which believes that they 
can generally be adjusted without 

i materially affecting the Budget 
I Estimates , 
- ( 

\ 
(NOTE: After the Meeting of the Cabinet 

the Prime Minister decided to 
omit the following words which 
had been contained in the draft 
Answer read to the Gabinet:

"Further statements will 
accordingly be made as 
occasion arises".) 

(b) That shortly' after the Prime Minister 
had given the above Answer, the First 
Lord of the Admiralty should make the 
following statement in reply to Private 
Notice Questions:

"The Board of Admiralty have had under 
their earnest consideration the repre
sentations received from the Officer 
Commanding the Atlantic Fleet as to 
the hardships involved in certain 
classes by the reductions ordered 
by His MajestyTs Government in Naval 
rates of pay . 



1r'H 
I i I 

Their Lordships have directed 
the ships of the Atlantic Fleet 
to proceed to their Home Ports 
forthwith. 

Personal investigation will 
then be made by the Commanders
in-Chief and representatives of 
the Admiralty into those classes 
of cases in which it is alleged 
that the reductions press except
ionally on those concerned. 

His Majesty's Government have 
authorised the Board of Admiralty 
to make proposals for alleviating 
the hardship in these classes as 
soon as the facts have been 
ascertained by the contemplated 
investigation". 

(c) That the Admiralty should issue an order 
to the Fleet in accordance with the state
ment by the First Lord of the Admiralty 
given above: 

(d) That the First Lord of the Admiralty 
should consider whether it was possible, 
pending the investigation referred to 
in (b) above, to provide by administrative 
action for the case of seamen who, in 
making allotments to their wives, are 
embarrassed by the early date at wlrich 
the cuts will apply. 



EDUCATION 
ECONOMIES . 

(Previous 
Reference: 
Cabinet 55 
(31), Con
clusion 21) 

4. In the course of the discussion referred to 
in the preceding Minute, the attention of the Cabinet 
was called to the following Question to be addressed 
to the President of the Board of Education on 
Thurs day, September 17th:

"Lieutenant-Colonel Gault, - To ask the 
President of the Board of Education, 
whether the 15 per cent, reduction in 
teachers' salaries is proposed by the 
Government as an emergency cut only and 
without prejudice to the rates of pension 
to which they are entitled under existing 
salaries; and if it is intended to 
reinstate them in their remuneration 
when the financial conditions of the 
Country justify a return to the present 
standards of pay." 

The Cabinet agreed — 
That the reply should be as follows:
"The reduction in teachers' salaries 
is occasioned by the national emergency 
and is not to be regarded as the view 
of the Government of what should be 
proper rates of remuneration of 
teachers under less abnormal condi
tions . The position shotild be 
reviewed on its merits when the 
financial position of the Country 
allows" . 



NEXT MEETING
OP CABINET. 

 5. The Cabinet agreed — 
To meet in the Prime Minister's Room 
at the House of Commons the same 
afternoon at 5 p.m., to continue 
the discussion of the Agenda Paper. 

2, Whitehall Gardens, S.W.1, 
September 16, 1931. 
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G A B I N E T 57 (51). 

CONCLUSIONS of a Meeting of the Gabinet held in the 
Prime Minister's Room, House of Commons, on 

WEDNESDAY, September 1 6 t h , 1 5 3 1 , 
at 5.0 p.m. 

PRESENT: 
?he Right Hon. J. Ramsay MacDonald, M.P., 

Prime Minister. (in the Ghair). 
he Right Hon. The Right Hon. 
Stanley Baldwin, M.P. , Philip Snowden, M.P., 
Lord President of the Chancellor of the 
Council Exchequer. 
e Eight Hon. The Right Hon. 
Sir Herbert Samuel, G.C.B., Lord Sankey, G.B.E., 
G.B.E. ,M.P. , Secretary of Lord Chancellor. 
State for Home Affairs. 
e Most Hon. The Right Hon. 
The Marquess of Reading, Sir Samuel Hoare, Bt., 
G.C.3. ,G.C.S.I. ,G,C.I.E. , G.B.E.,C.M.G.,M.P., 
G-.CV.C, Secretary of State Secretary of State for 
for Foreign Affairs. India. 

lie Right Hon. The Right Hon. 
J.H. Thomas, M.P. , Neville Chamberlain, M.P., 
Secretary of State for Minister of Health. 
Dominion Affairs and Secretary 
of State for the Colonies. 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G.B.E.,M.G.,M.P., President 
of the Board of Trade. 

THE- FOLLOWING WERE ALSO PRESENT: 
e Right Hon. The Right Hon. 
Lord Amulree, G.B.E.,K.C., Sir Austen Chamberlain, K.G., 
Secretary of State for M.P., First Lord of the 
Air. Admiralty. 
(For Conclusions 1 - 4 - ) . (For Conclusions 1 - k-). 

Mr. P.J. Pybus, C.B.E. ,M.P. ,
Minister of Transport. 
(For Conclusion 6 ) . 

lonel Sir M.P.A. Hankey, G.C.B. ,G, C M . G., ... Secretary. 



Mpply BY 
mim^is of 
MUTTON 

Ivse III 
U PAMPHLETS, 

A . The Gabinet had before them a Memorandum by 
the Home Secretary (CP. 229 (3*0) raising the question 

i 
of the supply by Government Departments of information 
for use in Party pamphlets. The Memorandum was 
occasioned by the fact that shortly before the Home 
Secretary's predecessor left office a communication 
was received at the Home Office from the Press and 
Publicity Department of the Labour Party asking for a 
"Statement on the work and accomplishments of the 
Home Office" for publication in a Party pamphlet. 
It was stated that for many years past it has been 
the practice of the Department to supply such 
information for use in Party literature. The present 
conditions appeared to offer a good opportunity for 
laying down a rule, or at least creating a precedent, 
that such information should not be given, if that 
was the opinion of the Cabinet. On the other hand, 
a Minister might be considered entitled to ask for 
information as to the work of his own Department 
to be prepared and to put it to such use as he might 
think desirable. 

The Cabinet accepted the view 
of the Home Secretary as set forth 
in C P . 229 (31) and summarised 
aliove. 



TIONAL 
ECONOMY. 
he British 
roadcasting 
Corporation. 

Previous 
Reference: 
Cabinet 50 
(31), Oon
clus ion 12 .) 

in 

2. The Cabinet had before them correspondence 
between the Chancellor of the Exchequer and the 
Postmaster-General (CP.-235 (31)), circulated at 
the request of the Chancellor of the Exchequer, 
reporting the result of the Postmaster-General1s 
negotiations on behalf of the British Government 
with the British Broadcasting Corporation on the 
subject of economies. The British Broadcasting 
Corporation were willing to forgo, out of their 
proportion of the revenue from Wireless Licences 
under the scale now in force, £50,000 by March 31, 
19 32, and a further £150,000 in the course of the 
following financial year 1932-33. The Chancellor 
of the Exchequer, in a letter dated September 14, 
19 31f agreed with the Postmaster-General that the 
offer was a generous one, and undertook to give his 
full support to the recommendation that it should be 
accepted by the Government. 

The Chancellor of the Exchequer emphasised that 
the May Committeefs recommendation, which envisaged 
a large saving by the granting of a Government 
guarantee of the British Broadcasting Corporations 
capital expenditure in order to enable them to borrow
over an extended period of years, was not included 
in the present arrangement, and that the British 
Broadcasting Corporation will not postpone their 
intended commencement of overseas broadcasting and 
will not ask for additional revenues to finance it. 

The Cabinet expressed satisfaction at 
the arrangement concluded by the 
Postmaster-General with the British 
Broadcasting Corporation, as set forth 
in C.P.-235 (31) and summarised above, 
and gave it their approval. 



I IEA G U E OP NATIONS 3. The Cabinet discussed with the Secretary of 

British Repre
gentation at. 

I F P R E V I O U S 
" R E F E R E N C E : 
nabinet 4 8 

1 ( 3 1 ) , C O N -
I E L U S I O N 4 .  ) 

V. 

State for Foreign Affairs the question of whether 
the latter could possibly manage to pay a short visit 
to Geneva during the present Session of the Assembly. 

The Secretary of State for Foreign Affairs pointed 
out that it would he very difficult for him to leave 
London during the present state of affairs and that a 
visit would be mainly a matter of courtesy. It had 
to be remembered also that the mere fact of his 
announcing a visit would raise hopes and expectations 
that could hardly be justified by the event. 

It was suggested that a visit from the Foreign 
Secretary would be much appreciated. Provided the 
date were notified beforehand, a special Meeting of 
the Assembly would probably be arranged. The Foreign 
Secretary could reaffirm the announced intention of 
the Government to support the meeting of the Disarma
ment Conference in February; he could make a friendly 
reference to Signor Grandi's proposal for a holiday 
in armaments and to the Scandinavian resolution: he 
could explain the aims and intensive activities of 
the National Government, and say a strong word about 
the maintenance of the £ sterling. 

The Prime Minister summed up the view of the 
Cabinet that if the Secretary of State for Foreign 
Affairs did find it possible to leave his important 
work at home it would be an advantage for him to visit 
Geneva; but the matter was left to the Secretary of 
State"s discretion. 



 D I S A R M A M E N T H E

C O N F E R E N C E . 

I previous 
a Reference: 
Cabinet 55 
(31), Con
elusion 24.) 

F X 

4. The Cabinet had before them the following 
documents relating to the Disarmament Conferenee:-

A Memorandum by the First Lord of 
the Admiralty ( C P .-227 (31)) asking 
whether any steps are being taken to 
examine the political aspects of the 
French Memorandum on Disarmament. 
In this Note the First Lord examined 
briefly the present position of the 
French thesis of arbitration, security 
and disarmament. He enquired what 
reply the British Government was 
going to make to this thesis . Are 
we prepared to undertake new engage
ments of a military character? If 
so, he pointed out we must increase 
instead of diminishing our existing 
armaments, which in fact are not 
proportionate even to our present 
liabilities. If we are not prepared 
to take this course, he asked, ought we not to be considering what our reply is to be, and where and to 
what extent we can obtain support 
for it? 
A Despatch from Lord Tyrrell, dated 
July 15, 1931, enclosing ttus French 
Government's Memorandum on the Disarmament 
Conference (C.P.-236 (31)). 

In the course of the discussion it was mentioned 
that the Three-Party Resolutions had been communicated 
to the Prime Ministers of the Dominions. 

The Secretary of State for Dominion Affairs asked 
that, in preparing remarks on the subject raised by 
the First Lord's Memorandum, the Secretary of State 
for Foreign Affairs should consult the Dominions 
Office, with a view to introducing suggestions as to 
how the Dominions should be brought into the further 
consultations on the matter. 

The Cabinet invited the Secretary of 
State for Foreign Affairs to circulate 
a Memorandum on the questions raised 
in CP.-227 (31) as a basis for further 
c ons ideration. 



THE FINANCIAL 
AND POLITICAL 
SITUATION . 

(Previous 
Reference: 
Cabinet 55 
(31), Con
clusion 18.) 

5. The Cabinet had before them the following 
documents relating to the financial situation:-

A Memorandum by the Chancellor of the 
Exchequer (CP.-230 (31)) on the British 
Treasury Credits in Paris: 
A Memorandum by Sir Warren Fisher, 
circulated by instructions from the 
Prime Minister, on the Financial and 
Economic Position of the United Kindgom 
(CP.-233 (31)) . 

In taking note of these Memoranda the Cabinet 
discussed the financial situation in its technical 
and political aspects . 



IPE LONDON 
I s SENG ER 
JANSPORT 

LL. 

previous 
P R E F E R E N C E : 
flabinet 55 
151), Con
fclusion 5. 

6. The Cabinet had before them once more the 
question of the inclusion in the legislation for 
the present Session of Parliament of the London 
Passenger Transport Bill;; on which, as at the Meeting 
referred to in the margin, they had under eonsidera
tion a Departmental Memorandum by the Ministry of 
Transport (CP.-314 (31)). 

In tj&e course of a short discussion of a prelimin
ary character it became clear that opinion in Parlia
ment had hardened against the Bill. 

(The Division bell rang during this 
discussion and the sxxbject was 
adjourned until the next Meeting.) 



NEXT MEETING 7. The Cabinet agreed — 
OP CABINET. 

That their next Meeting should be 
held on Thursday, September 17th, 
at 6 p.m., in the Prime Minister1s 
Room at the House of Commons. 

2, Whitehall Gardens, S.W.1, 
September 16, 1931. 
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C A B I N E T 58 (51). 

Meeting of the Cabinet to be held in the Prime 
Minister's Room, House of Commons, on 

THURSDAY, September 1 7 t h , 1 9 3 1 , 
at 6 . 0 p.m. 

A G E N D A . 

1 . THE LONDON PASSENGER TRANSPORT BILL. 
(Reference Cabinet 57 (31) Conclusion 6 ) . 

Note by the Secretary, covering Departmental 
Memorandum by the Ministry of Transport. 

(CP. 21 if (31) - already circulated). 

2 . THE INDIAN FINANCIAL SITUATION. 
(Reference Cabinet 5if (31) Conclusion 1 0 ) . 

Memoranda by the Secretary of State for India] 
(CP. 226 (31) - already circulated). 
(CP. 232 (31) - already circulated). 

3 . THE FINANCIAL AND POLITICAL SITUATION. (If required).
(Reference Gabinet 57 (31) Conclusion 5 ) . 

(Verbal Report frosa Sub-Committee). 

(Signed) M.P.A. HANKEY, 
Secretary, Cabinet. 

Whitehall Gardens, S.W.1. 
17th S9ptemb-er* 19-3"!
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C A B I N E T 58 (51) .. 

CONCLUSIONS of a Meeting of the Cabinet held 
in the Prime Minister's Room-, House of Commons, 

on THURSDAY, September 1 7 t h , 19^1, 
at 6.0 p.m. 

PRESENT:-
The Right Hon. J. Ramsay MacDonald, M.P. 

Prime Minister. (in the Chair). 
The Right Hon. The Right Hon. 

Stanley Baldwin, M.P. , Philip Snowden, M.P., 
Lord President of the Chancellor of the 
Council. Exchequer. 

The Right Hon. The Right Hon. 
Sir Herbert Samuel, G.C.B., Lord Sankey, G.B.E., 
G.B.E.,M.P., Secretary of Lord Chancellor. 
State for Home Affairs. 

The Most Hon. The Right Hon. 
The Marquess of Reading, Sir Samuel Hoare, Bt., 
G.C.B.,G.C.S.I, ,G.C.I .E., G.B.S.,C.M.G.,M.P., 
G.C.V.O., Secretary of State Secretary of State for 
for Foreign Affairs. India. 

The Right Hon. . The Right Hon. 
J.H. Thomas, M.P., Neville Chamberlain, M.P., 
Secretary of State for Minister of Health. 
Dominion Affairs and Secretary 
of State for the Colonies. 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G.B.E.,M.C.,M.P., President 
of the Board of Trade. 

THE FOLLOWING WERE ALSO PRESENT;-
The Right Hon. Mr. P.J. Pybus, C.B.E.,M.P., 

Sir Austen Chamberlain, K.G., Minister of Transport. 
.M.P., First Lord of the (For Conclusion 2)

Admiralty. 
(For Conclusion 1). 

Colonel Sir M.P.A. Hankey, G.C.B.,G.C.M.G Secretary. 



/£MIFALTY 
ECONOMIES . 
Difficulties 
in the Atlantic 
Fleet. 

(Previous 
Reference: 
Cabinet 55 
(31), Con
elusion 5.) 

1. The First Lord of the Admiralty attended the 
Cabinet and reported as a matter of urgency that the 
Speaker of the House of Commons had allowed the 
Adjoiirnment to be moved on the question of the recent 
unrest in the Fleet . The Speaker would confine the 
discussion to the question of unrest and would not 
allow details of the cuts to be raised. He himself 
proposed to give certain explanations on the cuts, 
and to add that he had promised an Inquiry and would 
await the result thereof before taking any decision. 

After a short discussion the Cabinet approved 
appropriate arrangements for the conduct of the 
Debate on behalf of the Government. 



2. The Cabinet discussed further the question of 
including the London Passenger Transport Bill in the 
programme for the present Session. They were informed 
that opposition to the Bill had increased and that a 
number of amendments were down which could not be 
accepted. These included amendments by Colonel Ashley, 
and the Conservative Members for London were opposing 
the Bill. Prom this point of view it was felt to be 
difficult to include the Bill in the programme. 

On the other hand, very strong reasons were urged 
for proceeding with the Bill, in addition to those 
included in the Departmental Memorandum by the Ministry 
of Transport (C.P.-214 (31)). In particular, the 
difficult position in which the main-line railways 
would be placed by a failure to pass the Bill was 
emphasised. All development would be stopped, and 
there would be no electrification. 

1 The Minister of Transport informed the Cabinet 
that there was a precedent for carrying over a Bill 
by Resolution of the House of Commons to another 
Session of Parliament9 j^oughv..not.to a now Parliament. J 

The Cabinet agreed — 
To leave the question on the Agenda 
Paper for the present. 



3. The Cabinet had before them two Memoranda 
by the Secretary of State for India (C.P.-S26 (31) 
and CP.-232 (31)) on the Indian Financial Position. 

The Secretary of State informed the Cabinet that 
this question had become one of extreme urgency. 
The flight from the Rupee appeared to have begun. 
He gave a number of details indicating the gravity 
of the issue. 

In addition to the grave financial situation 
there was an unbalanced Budget. The position was 
comparable to that which had existed in this country 
before the National Government took office. For 
.months the Government of India had been urged to 
balance their Budget but so far had failed to do so. 
As the result of recent telegrams which the Secretary 
of State, after consulting the Prime Minister, had 
sent, the Viceroy had announced on Monday his inten
tion to balance the Budget. Since then the proposals 
of the Finance Member had been peceived. They 

only provided for three crores towards balancing a 
for the current year ,deficit of twenty crores/ More than 16 crores 

deficit during the present year remained. The 
prospect for the following year was somewhat better 
on paper, but the Secretary of State's advisers at 
the India Office doubted whether it would balance in 
practice. All expert advice coincided in the view 
that to introduce a Bxidget of this character would 

and,the Treasury 
be disastrous. A Committee at the India Office/had 
worked out proposals for balancing the Budget, and 
these had been examined by the Secretary of State, 
the Secretary of State for Foreign Affairs and the 
President of the Board of Trade. The Secretary of 
State for India was convinced that proposals not 



less than those now suggested were essential and must 
be introduced during the present Session of the Indian 
Assembly (which expired at the end of the following 
week) if a gigantic financial crash in India was to 
be averted. There were certain questions, however, 
on which he must consult the Cabinet. These were:

(i) The, proposed Increased Duty on the 
import of cotton piece goods . 

Nothing short of a 25 per cent, uniform increase in 
all Import Duties would suffice. The gainers would 
be the mill-owners in Bombay, who were financing the 
Congress Party. The effect of this would, of course, be 
disastrous upon Lancashire. The Secretary of State 
would like to include a corresponding Excise Duty. 

1 in imposing an excise duty The difficulty/was that this would excite the gravest 
opposition throughout India, which would include the 
Viceroy's Council and probably the Viceroy himself. 
The reactions on the Indian Round-Table Conference 
also had to be considered. 

j
(ii) The Protected Services . 

The proposals of the Finance Member put in the fore
^ the protected 
front a reduction in the salaries of/Civil Servants, 
etc., whose position was protected by statutory 
guarantees. This would involve legislation in Parlia
ment and would create great difficulties . There was 
not sufficient time to pass the legislation, and it 
was known that there would be strong opposition, and 
that Sir John Simon would move a Vote of Censure. 
The opponents of the measure would ask what was the 
use of safeguards at the Round-Table Conference 
if this safeguard of the 2,500 men on whom depended 
the carrying out of all the safeguards in India was 
to be torn up. Consequently the Secretary of State 
proposed to put these difficulties to.the Viceroy 



and to urge him to see the representatives of the 
Services and try and obtain from them a voluntary 
cut in view of the national emergency. 

(iii) Pressure on the Government of India. 
In view of the failure of the Government of India to 
balance their Budget and the critical urgency of this 
being done, the Secretary of State thought it essen
tial to send a telegram of a very strong character, 
insisting that the Budget must balance and saying hoT 
it was to be done. This would be accompanied by a 
personal explanatory telegram to the Viceroy. 

On this point the Cabinet were reminded that 
the late Secretary of State had insisted that the 
Government of the United Kingdom could not ignore 
the Fiscal autonomy convention. 

The Secretary of State said that he had examined 
the question carefully, and he was satisfied that 
the powers still existed, but could only be justified 
for use as an extreme measure in a time of national 
emergency such as now existed. 

The Secretary of State circulated a draft of the 
official telegram" which he proposed should be sent 
to the Government of India, and read to his colleagues 
the draft of a personal telegram with which he pro
posed to accompany it. 

These complicated questions were discussed at 
some length, but as an even more urgent and critical 
question relating to the financial position of the 
United Kingdom was still awaiting consideration, it 
was found impossible to discuss the various issues 
finally and in detail. In the circumstances the 
Cabinet agreed — . 

A copy of this draft telegram is attached to the 
standard copy of the Cabinet Minutes. 



 If 

Additional paragraph to^Page 5 of 
Conclusion 5, to "Cabinet "6q(3J). " 

In the course of the discussion on the Secretary 
of State's proposals it was generally recognised that 
it was Justifiable to go to considerable lengths in 
order to balance the Indian Budget, but emphasis was 
laid on-the gravity of sone of the proposals. It was 
pointed out that the proposed Excise Duty on cotton 
would create tremendous political disturbances in 
India, where it would be s*id that the Duty was imposed 
in the interests of Lancashire. It was true, as the 
Cabinet were reminded, that the imposition of the 
proposed addition to the tariff without an Excise Duty 
would have a disastrous effect on the trade of Lancashire. 
There was every Justification, however, for the imposi
tion of an Excise Duty in order to raise additional 
revenue, and on the whole it was felt that the 
Government of India should be pressed to reconsider 
their objection to this course. The Cabinet were 
reminded, however, that there would be a repercussion 
on the Rounds-Table Conference even though the imposi
tion of an Excise Duty was advantageous to Mr. Gandhi's 
policy of developing local industries. The Cabinet 
were also asked to remember that there would be a 
tremendous outcry in India owing to the exemption of 
the Services, though this would be mitigated to some 
extent if a voluntary cut were secured. Stress was 
laid on the resentment which would be aroused in India 
if there were any suggestion of dictation of a Budget 

from London, and this, would react on: the Round-Table
" " '' ' .

Conference. It was felt that the references to the 
Budget in the telegram to the Viceroy would have to 
be most carefully worded. 

 1 



""To invite the Secretary of State for 
India in consultation with the Secretary 
of State for Foreign Affairs, and the 
President of the Board of Trade,.to 
revise the draft telegram to the^ificeroy 
in the light of the discussion^. 

-6



THE' FINANCIAL 
AND POLITICAL 
SITUATION 

(Previous 
Reference: 
Cabinet 57 
(31), Con
clusion 5.) 

P A 

4. The Prime Minister communicated certain 
information that he had received from the Bank of 
England and said he wished to make a full report of 
a meeting he had had with the Deputy Governor of 
the Bank and Mr Peacock the same afternoon. As the 
statement would take some time the Cabinet adjourned 
until 8-30 p.m. the same evening. 

2, Whitehall Gardens, S.W.1, 
September 17, 1931. 



F 5952/31. (24 words). 
SECRET. 

Cypher telegram from Secretary of State to 
Government of India dated 18th. September 1931. 

X X X 

Important. 
2737. Finance Department. Continuation 

of my telegram 2733, 18th September, You will 
of course understand that if a cotton excise he 
imposed I would he willing to abandon a duty on 
raw cotton. 
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F. 5952/31 No. of words 151. 
Copy of Cypher Telegram from Secretary of State to 
Government of India, dated 18th September 1931. 

Immediate 
2733. Finance Department. Your telegram 9th September 

2SS0-3 Financial position. 
H.H,Government have approached a consideration of your 

proposal with a deep sense of responsibility. Not only is it 
the case that a restoration of the Budget position is an 
essential preliminary to a restoration of confidence in the 
stability of the currency but we are also in virtue of the 
Prime MinisterTs declaration under an obligation to do our 
utmost to balance the Budget. 

Your estimates indicate on existing basis deficits this 
year of Rs.l9-g- crores and next year at least Rs .20 crores. 
Towards meeting these deficits your proposals , if I have 
correctly understood them, aim at providing Rs.3.8 crores this 
year (assuming that possible savings in expenditure are 
approximately offset by special items named in your paragraph 
1 ) , and rather more than Rs.20 crores next year, (apart from 
doubtful prospects of customs and possibility of Retrenchment 
0ommitteer3 estimates not being fully realised). This would 
lead to a final revenue deficit this year of Rs.l5f- crores, and 
an apparently balanced Budget next year. Above figures assume 
raid on sinking fund provision in 1932-3 and, if as a matter of 
caution, railways are reckoned as failing to earn even interest 
in both years, thus entailing raids on depreciation fund of 

Rs.160 lakhs each year, real deficits to be anticipated would 
T 1be Rs.l7£ crores and crores in 1931-2 and 1932-3 

respectively. 
2. The situation imperatively demands -swift action which 

will both improve the revenue position at once and afford 
clear evidence of your determination to rectify the whole 

situation/ 



situation, even at the cost of measures which may be of so 
drastic, unpopular, or inconvenient a character as to be out 
of the question except in the gravest emergency. An 
emergency Budget which does not fulfil these requirements would 
do nothing towards restoring credit of India. On the contrary 
it would suggest to the world that we are playing our last card 
and that it is a weak one. I deeply regret that from this, the 
essential standpoint, it must be admitted that your proposals 
arc wholly inadequate. They provide only a relatively meagre 
reinforcement to our resources during tho critical few months 
remaining of this financial year, and in face of our most 
precarious Ways and Means position they would add, this year and 
next, over Rs.20 crores to our accumulated deficit. A 
comparison would inevitably be drawn between such a programme 
and the action taken by His Majesty1s Government, who in 
comparable circumstances have not hesitated to act swiftly and 
to demand heavy sacrifices from the public in order that in this 
year and the next the budgets may be genuinely balanced. 

3. These circumstances make it imperative that an 
emergency Bill should be introduced in the present session. 
Some of the objections to this course stated in your telegram 
of 26th August have fortunately disappeared, and the others 
must be faced. This course seems essential in order to give 
more convincing evidence of our determination than would be 
afforded by a mere announcement to be followed not till nearly 
two months later by definite measures. 

4. I fully recognise that it is too late to hope to 
achieve anything approaching balance between revenue and 
expenditure this year. We must do everything possible to 
deduce the yea,r's deficit, but my considered 

vieii?/ 



view is that in present circumstances 1931-2 and 1932-3 should 
be viewed as a single whole, and the maximum effort he made to 
balance the twe years taken together, i.e. to produce in the 
latter year a surplus sufficient to wipe out deficit of the 
former. Amount to he aimed at, in the two years, additional 
to your proposal, would seem to he about Rs. 21 or 22 crores. 

5. As regards A m y retrenchments, I note that 
military authorities now agree in hoping to effect ultimate 
recurring savings of Rs. 275 lakhs on two general conditions, 
I have telegraphed separately approving application of May 
Report economies to Indian Establishment which will meet first 
conditiont; . As regards second, I am willing in the 
circumstances to give Government of India discretionary powers 
to sanction reductions in staffs and departments other than 
fighting services, and generally to effect economies as proposed 
in last part of your telegram No. 2308 S. As regards Rs. 175 
lakhs capital expenditure, it would not be justifiable that this 
should be financed from loan funds, a procedure which would 
afford no real relief to Budget. I therefore accept Commander
in-Chiefs suggestion that these charges should be deferred for 
one year. 

6. I deal separately with the cotton duties. Leaving 
them aside I agree that a percentage surcharge on all customs 
including, I presume, Central excises, but excepting export 
duties, and on salt revenue cannot be avoided in this emergency. 
10 per cent, is inadequate for the purpose and I would press 
upon you the urgent necessity of raising this to 25 per cent. 
Tbe only alternative to this would be to double the salt duty. 
I agree with your implied argument that a percentage increase 
on salt vjaay evoke less hostility if it forms part of a general 
proportionate increase. It should not however be necessary to 
forgo the proposed particular increase in duty on artificial 
silk, etc. which I sanction. As regards the two articles now 

free 



free, viz. raw oottoa and machinery, I agree that a duty 
should be imposed, and suggest that the rate might be increased 
in proportion to the rise from 10 to 25 per cent, in customs 
surcharge. Additional duties on these uwo items might produce, 
say, Rs.2 crores over 18 months. Ia leaving cotton duties 
for separate consideration I did not contemplate the 
possibility of excluding cotton imports from the general 
25% surcharge. But it would appear unjustifiable to increase 
so seriously the burden on consumers without calling for 
a greater sacrifice from those who will directly benefit than 
would be involved in a duty on raw cotton. If it were at all 
possible I"would not hesitate to suggest a temporary excise 
on all Indian manufacturers cotton or otherwise that might be 
advantaged by increased duties but for administrative reasons 
a general levy ox this kind is impracticable. In the case 
howe^fer of the Indian Cotton Mills which will now enjoy a 
greater advantage than is warranted by the merits of the case 
no administrative difficulty stands in the way. A9art altogether 
from the dominant consideration that the increased revenue 
(which I roughly calculate at 2-g- crores per annum) will be a 
useful reinforcement of the revenue position, there is, on 
merits, ample justification for the levy of an excise on 
locally manufactured goods equivalent to the extra duty now to 
be Imposed on imported goods. 

I an not unmindful of the political difficulties. I know 
that the very name of cotton excise arouses acute political 
controversy in India and that serious reactions may follow 
the introduction of any proposal to re-impose this tax* But 
H.M.G. with a full sense of all that is involved, would be 
prepared to face these difficulties as they are convinced 
that the re-imposition of an excise is fully justified, not 
only by financial exigencies, but also by the substantial 
increase now to be imposed on imported goods. They would 
therefore most earnestly press you to consider the inclusion 
of such an excise in your emergency Bill. 

7. A surcharge so heavy as 25 per cent will undoubtedly 
tend to 

reduce 



reduce volume of imports^ and perhaps to some extent 
consumption of salt and excisable oils, hut even so there 
should he substantial increase of revenue. On your 
calculation that a surcharge of 10 per cent, would yield 
Rs. 406 lakhs in a full year? a surcharge of 25 per cent, 
might, allowing for reduced consumption, yield approximately 
double this amount, or, say Rs. 12 crores in the eighteen 
months period. So far as imports are diminished, this would 
improve the balance of trade and so react favourably on the 
exchange, and. currency position. 

8.1 cannot but feel that in these circumstances the 
Imergency Bill should also provide for increase in letter and 
postcard rates as part of present comprehensive plan, estimated 
yield being, I understand, Rs. 78 lakhs ira a year (see your 
telegram 9th August, 1989-S paragraph 2), or Rs. 117 lakhs 
over 18 months. I am not clear to what extent measures 
referred to in paragraph 2 of your telegram of the 9th August 
and paragraph 3 of my predecessors telegram of 20th August 
(namely, increased registration fees and telegraph rates and 
economies suggested by departmental officers) have been taken 
into account in your estimates, but I agree that the utmost 
possible should be done along these lines. 

9. Towards filling the remaining gap, it seems certain 
that income-tax must inevitably be called on for a heavier 
and earlier contribution than you propose. I feel strongly 
that a flat surcharge of 20 per cent, or a graduated scale 
of increases estimated to produce same yield should be imposed 
by Finance Bill this session. Additional revenue totalling 
about Rs. 2f crores a year should be obtainable, that is 
Rs. 5-g- crores altogether if the full increase is applied 
in respect of 1931-32. You have precedent of action now being 
taken in United Kingdom for enhancing taxes on income halfway 



through year with effect for full year, and similar action 
was also taken here in 1915. 

10. I now summarise the position that should result 
from the application of the above measures. Taking the defic 
over the two year period after application of your proposals, 
as Rs. 22 crores, we should have as additional fortification 
of revenue from Postal changes Rs. 117 lakhs from additional 
duty on raw cotton and machinery Rs.2G0 lakhs, from enhancer
rnent of ciistoms ets. surcharged, Rs.600 lakhs, from enhance
ment of income tax Rs.420 lakhs, total Rs 13^7 lakhs. This 
leaves a gap of approximately Rs.6ir crores unbridged. 
11. In these circumstances I recognise that in addition 
to measures already discussed a general reduction in salaries 
is from a financial point of view very desirable. Heavy 
increase of income-tax now proposed which in itself coupled 
with recent enhancements involves substantial sacrifices by 
offidals would in itself I consider justify cutting all 
salaries of Rs.50 per mensem and over not liable to it. As 
regards higher civil salaries l have again on receipt of 
your telegram dated 13th September given most anxious 
consideration to your representations and fully realise 
difficulties which you apprehend in bringing forward drastic 
proposals which do not include specific salary cuts for 
protected officers. But I have already informed you of the 
position of H.M.G. as regards legislation. If therefore 
you still feel that increase of income-tax is not in 
itself sufficient to justify cut in lower salaries/ 



salaries, your difficulty might perhaps he met by the 
following plan which would be in addition t o , but not in 
substitution for, revision of income-tax and super-tax 
scales. This, failing an agreement on the part o f the 
Services that their salaries should be cut, seems the' only 
practicable alternative. On introduction of supplementary 
Budget it might be announced that ^eads of Central and 
Provincial Governments and Members of Executive Councils had 
voluntarily agreed to a reduction of their salaries, and 
that you were proposing t o issue an immediate general 
invitation t o Services to agree voluntarily to cuts in pay 
on some definite scale after consultation with Service 
Associations on principle of voluntary cut and possibly on 
details. This will talee, time and as failure to obtain the 
necessary amount of support might have unfortunate results 
doubtless great care will be taken in framing the 
announcement to the legislature, so as not t o 

embarrass Local Governments or to commit other members 
of the services than those who have at the time of the 
announcement accepted a voluntary cut. A.voluntary cut 
throughout all grades of the services down to the 
lowest minimum considered practicable would probably 
have a greater political effect than any other procedure. 
Of course I do not suggest that the Budget should be 
held up on this account. 

On view stated in your telegram N0.23O8-S of 
14th September Army officers would as regards pay in India 
be treated on parity with civil officers, but there may 
be difficulty arising in particular from fact that 
British service officers are obviously not in same 
position as regular Indian services. . 



12. Prom point of view of Central revenues financial 
benefit from voluntary cuts is likely to be of no 
real significance and in any case it cannot be 
assumed for purposes of Budget. Estimates, moreover, 
are based, I understand, on assumption that full 
programme of economies accepted in principle by you 
will be achieved. Further douMful factor relates to 
realisation in two years of currency profits from 
interest on Sola Standard Reserve investments which 
has already dwindled materially and may sink virtually 
to vanishing point. 

Having regard to the precarious exchange 
position and to the load, of floating debt the 
realisation of a true balance over 2 years is urgently 
to be desired. You will I have no doubt, explore all 
further possibilities of retrenchment and reinforcement 
generally, including railway passenger fares. In 
presenting new Budget I suggest that best line to take 
would be that, taking the 18 months period from October 
1931 to March 1933, measures provide for surplus of 
revenue over expenditure. In exhibiting figiires from this 
angle I reckon half deficit on existing basis as proper 
to second half of year. It is of urgent importance that 
no time should be lost in presenting revised Finance Bill 
embodying the new programme and H.M.G. has approved this 
telegram and is confident that you will take immediate 
steps to give effect to these proposals. 
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G o v e r n m e n t o f I n d i a , F i n a n c e 
D e p a r t m e n t , t o S e c r e t a r y of 
S t a t e f o r I n d i a , . 
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D a t e d S i m l a , 9 t h S e p t e m b e r , 1 9 3 1 . 

R e c e i v e d 1 0 , I S p a n , 9 t h S e p t e m b e r i 1 9 3 . 1 , 

F i n a n c e D e p a r t m e n t . , C o n t i n u a t i o n o f o u r t e l e g r a m of 

t h e 8 t h i n s t a n t , 2 2 7 4 . 8 . 

F i n a n c i a l p o s i t i o n . 

F i n a n c i a l e s t i m a t e s show f o l l o w i n g d e t e r i o r a t i o n i n 

;"-!).akhs o f r u p e e s . 

C u s t o m s 1 0 0 0 t i n c o m e t a x 1 2 5 , i n t e r e s t a n d c u r r e n c y 

1 3 4 , o t h e r h e a d s , n e t , 3 5 , P o s t s a n d T e l e g r a p h s 1 2 , r a i l w a y 

I c o n t r l b u t i o n 5 3 6 , d e b t s e r v i c e s 1 9 b , o t h e r e x p e n d i t u r e 1 8 , 

I t o t a l 1 9 5 5 , P o s s i b l e s a v i n g s i n e x p e n d i t u r e p r o b a b l y w i l l 

[be o f f s e t by e x c e p t i o n a l i t e m s s u c h a s l o s s on n i c k e l 

j c o l n a g e o f 4 3 , c o s t o f B u r m a n o p e r a t i o n s , a n d c h a r g e s f o r 

$ c o m p e n s a t i o n t o t h e s t a f f , e t c , i n c o n n e c t i o n w i t h r e t r e n c h 

merit p r o p o s a l s . T h e r e i s n o j u s t i f i c a t i o n f o r e x p e c t i n g 

1 i m p r o v e m e n t n e x t y e a r , i n f a c t i n c o m e t a x w i l l p r o b a b l y b e 

[ c o n s i d e r a b l y w o r s e . We m u s t t h e r e f o r e p r o v i d e f o r d e f i c i t 

.:'of a t l e a s t SO c r o r e s n e x t y e a r . 

I 2* F o l l o w i n g a r e p r o v i s i o n a l e s t i m a t e s t o r r e d u c t i o n o f 

I b u d g e t a r y " e x p e n d i t u r e n e x t y e a r b a s e d m a i n l y o n t h e i n t e r i m 

r e p o r t s 



reports of the Retrenchment Committee. 
Civil, Retrenchment in (? civil) expenditure 

gross, 309, less 20 per cent for leave pay and 
compensatory payments, say, n&% 260,, 

-Reduction in pay (? all ) departments on 
average of about 6 per cent, with exemption to officials 
earning less than 50 rupees a month8 rough estimate 80 * 
Seine for Posts and. Telegraphs 40c Total, civil 370. 
military. According to previous estimate  450  Total p c

retrenchment 820, This takes no account of effect of 
cute in pay for the Army (corrupt group). Railways 
(? amount) represents reserve possibility, but,, as regards 
the latter, we consider the best we can hope from railways 
in any case is to earn interest charges without contribution,; 



FHM/MEB/AWo (255 groups) 5083S 

D B C Y P H E R 0 F T E;L B G B AM. 
Froui Government of India.,, Finance 

Department,, to Secretary of 
(COPIES State for India. 
CIRCULATED) 

bated Simla, 10th September,, 1931, X X  X 

Received 10th September, 1931^ 2 a,-xo* 

IMPORT ASTT a 

1IS?'̂ !-- Second £ L B ^ , - ' ^ ! 1 ' 
Other improvement,, Anticipated salt revenue by 

abolition of salt oredits 100 (vide paragraph 4 of our telsgram 
21'JS.S dated 26th August); relief from war debts 48; suspension 
of vote for portion of sinking fund 275; total of all the 
preceding heads 1243. 

3* As regards new taxation, question of substantial 
increase in salt tax has been carefully considered. Finance 
Minister advocated this as being far most reliable source of new 
revenue, but unanimous view of ail the other Members is that amah 
a measure, at this stage, would be the gravest possible political 
blunder. It would almost certainly lead to Gandhi -walking out of 
the Conference, and M  s action would receive the sympathy of other 
delegates,, "It would provide effective lever for renewing serious 
agitation herst, They feel .that this weapon ought to be kept in 
reserve, and only used as a last resort, 

4* ' In these circumstances we have considered the 
following alterns.t3.ve proposals. Figures in each ease show yield 
in lakhs for full year. Hew import duties;- half anna per pound 
oji raw cotton, 87; 5$ on machinery, 844; increased duties on 
artificial silk piece goods to 40$, 57; artificial silk yarn to 
Ab%f 10; low grade sugar to Rs,,?, annas 4 par cwt,, 7; shoes tc 

* &q£; 

http://alterns.t3.ve


20-fo or 4 annas per pair, whiohavsr is higher, 14,; camphor to 
(? 40) 5?. electric bulbs to 40$, lOj total 254,. in 

addition to these specific changes add IQfb surcharges on all 
except export duty producing customs 331, income tax 140, 
salt 75, total nav/ taxes 800* 
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(COPIES 
CIRCULATED) 

Dated Simla8 10t.h September.. 1931, 
Recsifed 2,15 a?m., 10 th September, 19311". 

X X X 

IMFOlffANT. 
2280-S. Third Fart., 

5, Total taxes and retrenchment would produce on 
the above estimates 2043, We consider, however, that in view 
first ly, of the extremely doubtful prospects for customs; 
secondly, of the possibility that Retrenchment Qomniifctse?e 
estimates - cannot be fully realised;, fend,, thirdly, of the fact 
thafc the above estimates of improvement rely hn reduction of 
sinking fund provision, i  t would be desirable if possible to 
have further margin. This might possibly be provided by the 
following items: 

(a) , Effect- reduction of pay in the Army, 
(b)* Further increase of cuts in pay above six 

per cent average included In paragraph No, 2; but there are 
obvious limits beyond which this cannot be carried,, 

(c)*. Increase in postal charges. 
These must be considered before the final programme is 

settiedo 
6, fe contemplate that these taxation proposals 

should take effect from November 1st with the sola exception of 
income tax which for administrative reasons cannot take effect 
t i l l April 1st, 1932, 

Improvement 



w 2 " 

Improvement during the current year would "be 2.80 
from the new taxes8 and .100 from the anticipatory salt revenue. 
Total 380c la shall endeavour also to gat ' the ma.xlrni.irri possible 
from economies during tha current year, 

7, Three of our number (the Commerce, Industries 
and Labour and Law Members) consider that duty on raw cotton is 
open to vary strong objaction. I t is at varione& with tha 
Government5 a declared policy of freeing from taxation the raw 
materials of tha industry, and also conflicts with ths 
recommendation of tha Tariff Board in 1927* which was approved 
by Government, that the Bombay mills should use more African 
and iimeriean cotton and spin more of finer count a. 

http://ma.xlrni.irri


(242 groups) 5085, 

D B C Y P H E R 0 'F T B L B G R 
from Government of India, Finanoe 

Department, to Secretary of 
(COPIES State for India, 
0IBC0XATBD) X X  X 

Dated Simla  10th September, 1931, s

Beceived 10th September.,,. 1931, 2.30 & ms a 

2280- 8. Fourth and Last Part, 
Daring the last year there has "been marked 

development in this direction, and proposed duty is likely to 
retard itB A duty imposed on raw materials of a single industry 
will certainly be resented as a direct attack on that industry, 
and while it can fairly be argued that any handicap arising out 
of the duty is offset "by 10% surcharge, which, on cotton piece 
goods, will "os two or two and a half "par oent  ad valorem n

value, argument is diminished by fall in value of piece goods 
since 193Q, and consequent reduction in protection given by 
ad valoram duty  These three Members feel that, in ordinary a

circumstances, objections stated would be decisive, and they 
reluctantly assented to imposition of duty on raw cotton solely 
owing to extreme- gravity of financial position and their 
inability to suggest an alternative source of revenue* All of 
us feel these objections to greater or less extent, but 
consider that.they must be faced- sines it is impossible to find 
other means for dealing with the situation, 

St, As regards railway position,, we sent you by this 
wQ8k 5 s air mail a. full explanation0 In spite of drastic 
retrenchments and increased charges where possible we expect 
that, after using balance of 5 (corrupt group) in reserve fund, 

deficit 



d e f i c i t w i l l be about 160 l a k h s . I n other norda, no 

o o n t r i b u t l o n to general revenues w i l l b e p o s s i b l e av id , t o t h e 

. e x t e n t o f 160 l a k h s , interest- c h a r g e s w i l l n o t b e o o v e r a d . , 

A g a i n&t t M s , ]b.owevei% ( ? b a l a n c e ) i n d e p r e c i a t i o n f u n d vill 

probably "be i n c r e a s e d b y 5 o y o i s s : . s?s h a v e - i tss izmsu i n t h e 

e s t i m a t e s i n paragraph 1 that the d e f i c i e n c y i s ; t h e i n t e r e s t 

o h e x g e s w i l l b e mat by r e d u c t i o n o f a l l o c a t i o n t o d e p r s o i a t i - n n 

9  We must. a s k for y o u r v e r y u r g e n t approval t o t h s 6

a"b*"i?£ p r o p o s a l s .c
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CONCLUSIONS of a Meeting of the Cabinet held in 
the Prime Minister's Room, House of Commons, 

on THURSDAY, September 1 7 t h , 1 9 5 1 , 
at 8  . 3 O p.m. 

PRESENT;-
The Right Hon. J. Ramsay MacDonald, M.P.., 

Prime Minister. (in the Chair), 
The Right Hon. The Right Hon. 

Stanley Baldwin, M.P., Philip Snowden, M.P., 
Lord President of the Chancellor of the 
Council. Exchequer.. 

The Right Hon. The Right Hon. 
Sir Herbert Samuel, G.C.B., Lord Sankey, G.B.E. 
G.B.E..M.P., Secretary of Lord Chancellor. 
State for Home Affairs. 

The Most Hon. The Right Hon. 
The Marquess of Reading, Sir Samuel Hoare, Bt., 
G.G.B,,G*CoS.I,,G.C.I.E., G.B.E.,C.M.G. ,M.P.., 
G.C.V.O., Secretary of State Secretary of State for 
for Foreign Affairs. India. 

The Right Hon. The Right Hon. 
J.H. Thomas, M.P., Neville Chamberlain, M,Ij 
Secretary of State for Minister of Health. 
Dominion Affairs and Secretary 
of State for the Colonies, 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G.B.E.,M.C.,M.P., President 
of the Board of Trade. 



The Prime Minister informed the Cabinet that, 
as he had mentioned at the Meeting of the Cabinet 
referred to in the margin, he had, in conjunction with 
the Committee on the Financial Situation, met Sir- Ernest 
Earvey (the Deputy Governor of the Bank of England) 
and Mr Peacock that afternoon. The bankers had 
reported a deterioration in the financial situation 
due to an increase in the withdrawals from London 
during the last few days. While the causes for the 
withdrawals were difficult to establish with certainty, 
the bankers attributed them in the main to the following 
reas ons 

(l) Lack of confidence of foreign nationals in 
their own financial position. In this connection 
there were rumo\irs that night of the failure of banks 
abroad and of serious financial difficulties in 
Amsterdam. 

(2) The adverse balance of trade. On this point, 
however, it had not been possible to establish an 

rates of 
assured figure. Estimates varied from/£50 millions 
to £100 millions a year, but there was great uncer
tainty. For deposits and sterling bills held in 
London on foreign account the bankers gave a prelim
inary estimate of £350 millions as compared with the 
estimate of £407.1 millions contained in the 
Macmillan Report (Cmd.3897,page 42). Neither of these 
figures, however, included foreign banks, and the Bank 
of England had not as yet been able to ascertain the 
extent of their holdings. 

(3) The recent Naval unrest in the Atlantic 
Fleet . 

(4) An internal flight from the £. There was 
not much visible flight; that is to say, very little 



was "being done through the Joint Stock Banks . There 
might, however, "be a certain amount invisible, con
ducted through foreign banks . One foreign financial 
institution had reported that it was doing business 
of this kind. 

(5) The risk of a General Election. The bankers 
said that the financial world had been a good deal 
upset when a statement had been made that the National 
Government was only to be short-lived. 

The representatives of the Bank of England had 
been firmly of opinion that the efforts to maintain 
the £ sterling must be continued. This raised the 
question of the steps to be taken if the withdrawals 
should continue at a high rate and exhaustion of the 
existing Credits were threatened. It was realised 
to be of great importance, if a General Election 
should take place, that the £ sterling should be secure 
while it was being held. . This opened up the question 
whether further Credits should be sought. 

The representatives of the Bank had pointed out 
that the United States of America and Prance both had 
great interest in maintaining the £ sterling. The 
position in the United States, however, was not very 
strong. A good deal of effort had been required 
in order to raise the American share of the recent 
£80 millions Credit. The French were known to have 
large sums deposited in London, and these were reported 
recently to have been increased. They were held partly 
by the Bank of Prance and partly by the French Govern
ment. The French, therefore, who had already showed 
much good will, had every possible interest to maintain 
sterling. The bankers had also emphasised the world
wide reactions which would follow if we went off the 
Gold Standard, and had quoted in particular the 
commitments of the Irish Free State and Egypt. 



They had explained that if further Credits were to be 
sought in order to make sure of the period of a 
General Election, it would be necessary to explain 
the whole position frankly to the Americans and the 
French not only in its financial but also in its 
political aspects . This had opened up the question 
of the conditions in which an Election, if held at 
all, should be held. 

While disclaiming any right to an opinion on 
political events, the representatives of the Bank, 
when pressed as to their view of what the American 
and French banking interests would be likely to 
consider would provide sufficient security for further 
Credits, had indicated that a General Election in 
which the three Parties were acting independently 
would not be regarded as providing sufficient certainty 
for the establishment of a stable Government as the 
result. An appeal to the electorate by a National 
Government on a national policy devised to rectify 
the financial situation was more likely to be regarded 
favourably abroad. Mr Peacock had expressed the view 
that, as a policy of perfection, it would be preferable 
for the National Government to remain in office to 
deal with the balance of trade, and that an announce
ment of this intention would, in his view, do much 
to restore confidence. The risk had been pointed out 
to him, however, that by remaining long in office 
the Government might become unpopular, and doubts as 
to its stability and as to its ultimate success at 
the polls might again upset.confidence. 

Notwithstanding their proved good will, and in 
spite of the strong interest that the United States 
and France had in maintaining the £ sterling, the 



representatives of the Bank of England had said 
that to obtain fresh Credits was not an easy matter, 
and had urged that if such Credits were desired 
the initiative should be taken by the Government 
through the appropriate channels. In any event, in 
view of the assistance which the United States and 
Prance had given, and of the commitments they had 
in London^ it was, they considered, essential to 
give them warning of the present trend of events. 

As there is a possibility of a further Credit 
being required if withdrawals continue at their 
present rate, and particularly if a General Election 
should be considered necessary, the Cabinet proceeded 
to discuss the subject. It was arranged that the 
question should be further explored on the following 
morning by the Prime Minister, the Lord President of 
the Council and the Home Secretary. 

At the end of the Meeting the Chancellor of the 
Exchequer received a message from Sir Ernest Harvey 
referring to reports of a serious financial crisis 
in Holland and asking that no communication should 
be made to the American and French Governments on 
the subject of further Credits, etc., until the 
morning, when the effects of these fresh events could 
be weighed. 

Whitehall Gardens, S.W.1, 
September 17, 1931. 
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Meeting of the Cabinet to "be held at 
10 Downing Street, S.V.I., on 
MONDAY, September 21st, 1931, 

at 11.30 a.m. 

A G E N D A . 

The'Financial Situation. 
(Reference Cabinet 59 (31)). 
Continuation of Discussion. 

Education Economies. 
(Question to be raised by the 
President of the Board of Education.) 

(Signed) M.P.A. HANKEY. 
Secretary,- Cabinet. 

2, Whitehall Gardens, S.W.I., 
18th September, 1931... 
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CONCLUSIONS of a Meeting of the Cabinet held at 
10, Downing Street, S.W.1., on SUNDAY, 

September 20th, 1931 at 4.30 p m. a

PRESENT:-
The Right Hon. J. Ramsay MacDOnald, M.P. ,

Prime Minister * (In the Chair) . 
light Hon. The Right Hon. 

S a n e l y Baldwin, M.P., Philip Sncv/den, M.P., 
ftord president of the Chancellor of the Huncil. Exchequer. 
ight Hon. The Right Hoh. 
r Herbert Samuel, G.C.B., Lord Sankey, G.B.E. ,
B.E., M.P., Secretary of Lord Chancellor. 

B a t e for Home Affairs. 
lost Hon. The Right Hon. 
Be Marquess of Reading, Sir Samuel Hoare, Bt., 
BC. B. , G. C.S.I., G.C.ITE. , G.B.E., C.M.G., M.P., 
HC.Y.O., Secretary of State Secretary of State for 
jr Foreign Affairs- India. 
l igh t Hon. The Right Hon. 
ft. Thomas, M.P., Neville Chamberlain, M.B., 
Beretary of State for Minister of Health. 
Dominion Affairs and Secretary 
I State for the Colonies. 

The Right Hon. 
Sir Philip Cunllffe-Lister, 
G.B.E., M.C., M.P., President 
of the Board of Trade. 

'1 Sir M.P.A. Hankey, G.CB., G, CM.G Secretary. 



S FINANCIAL 1. The Prime Minister, who had been detained 
by an official engagement at Chequers and who arrived 

eision to 
jpend the somewhat late, informed the Cabinet in the course of 
eration of 
ction One the Meeting that on the evening of Friday, September 
the Gold 
andard Act. 18th, he had had to return to London from Chequers 

shortly after his arrival there, in order to meet 
evious 
efer-ence: representatives of the Bank of England, who had 
abinet 59 
SI) J reported a very serious situation owing to the eon

tinned heavy withdrawals from London. On the following a 
day the Bank of England had made formal application 
to be relieved of their obligation to sell gold under 
the provisions of the Gold Standard Act, 1925. It had 
been necessary for him to take action expeditiously 
and with the utmost secrecy, and there had not been 
time to summon a Meeting of the full Cabinet. 

The Cabinet recognised the circumstances 
in which the Prime Minister had had to 
act on their behalf. 

ess Notice. 2. While awaiting the arrival of the Prime 
Minister his colleagues discussed informally a draft 
Press Notice which was circulated to them under 
instructions from the Chancellor of the Exchequer 
(Appendix I) , Their suggestions were endorsed, by the 
Prime Minister, and after his arrival other alterations 
were made. 

The Cabinet agreed -
(a) That the following modifications should 

be made in the original draft (Appendix I):-
Page 2, Line 8: For the words "Parliament 

is considering the necessary legis
lation" put "Parliament is passing 
the necessary legislation". 

Page 3: For the first three lines, "His 
Majesty's Government are well 
aware that the present step is 
bound to have serious conse
quences both at home and abroad" 
put "His Majesty's Government have 
-arrived at their decision with the 
greatest reluctance". 

(NQTEt This suggestion, which at once 



commended itself to the Cabinet, 
was received during the Meeting 
from the Treasury, who had been 
in communication with the Deputy 
Governor of the Bank of England.) 

Page 3, Lines 5 and 6: For the words 
"seem bent on liquidating their 
foreign assets in a. spirit of 
panic" put "have, been liquidating 
their sterling assets regardless 
of their intrinsic worth" . 

Page 3, Line 7: For "the economy of 
this country" put "the finaneial 
position of this country". 

Page 3, Lines 9 and 10: For the words 
"His Majesty's Government have 
secured, at the cost of painful 
sacrifices. a balanced Budget", 
put "His Majesty's Government 
are securing a balanced Budget". 

(b) To approve the draft Press Notice, subject 
to the above amendments. 

(A copy of the Press Notice as 
actually issued is attached in 
Appendix II.) 

(c) That copies of the Press Notice should 
be distributed to representatives of the 
Press, who were to be seen by the Prime 
Minister, with whom were associated the 
Lord. President of the Council, the 
Chancellor of the Exchequer and the 
Home Secretary, immediately after the 
Meeting of the Cabinet^ and that a copy 
should be sent to India. 

3. The Cabinet had before them a draft- of the 
Gold Standard Bill, 1931, the object of which was to 
suspend the operation of Sub-section (2) of Section One 
of the Gold Standard Act, 1925, and for purposes 
connected therewith. 

The Bill was examined by members of the Cabinet 
before the arrival of the Prime Minister.. 

The Prime Minister informed his colleagues that 
all the necessary action had been taken to alter the 
Order of Business of the House of Commons on the 
following day in order to permit the passing of 
this urgent Bill through all its stages. Arrangements 
had also been made for summoning the House of Lords 



elegrams to 
epres entatives 
broad and to 
he Dominions . 

broadcasting 

for the same purpose. Pending the passing of the Bill 
the Bank of England was covered by a letter from the 
Treasury dated September 19, 19 31. 

The Cabinet agreed — 
(a) To approve the draft of the Gold 

Standard Bill, 1931, for submission 
to Parliament on the following day: 

(b) (Adopted later in the Meeting) That 
the following names should be .placed 
on the back of the Bill:-

The Prime Minister, 
The Lord President of the Council,, 
The Chancellor of the Exchequer, 
The Home Secretary, 
The Financial Secretary to the Treasury. 

4. The Chancellor of the Exchequer informed the 
Cabinet that a telegram had been prepared for immediate 
despatch to British diplomatic representatives abroad 
and to the Prime Ministers of the Dominions. 

5. The Prime Minister informed his colleagues 
that he had had under consideration the question fit 
broadcasting by wireless a statement of a steadying 
character explaining the situation. He took the view 
that, on the whole, it would be advisable to secure 
publicity by means of the Press statement, which the 
Cabinet had already approved, in Monday's newspapers, 
and to reserve the broadcast until Monday evening. 
Pie himself had undertaken on Monday evening to take 
the Chair at a meeting at the Queen's Hall commemora
tive of Faraday, and his speech would be broadcast. 
The question arose, therefore, as to who should 
broadcast the statement on the financial situation. 

The Cabinet agreed 
(a) That the broadcast statement on the 

financial situation should be made 
on the evening of Monday, September 21: 



(b) That it would be advisable for the 
Prime Minister to keep his engagement 
to broadcast at the meeting commemora
tive of Faraday shortly after 8 p.m.: 

(c) That the Chancellor of the Exchequer 
should broadcast on the financial 
situation at 9-15 p.m. and that his 
intention to do so should be announced 
in the Press . The Chancellor of the 
Exchequer said he would require from 
a quarter of an hour to twenty minutes. 
(MOTE: The Prime Minister gave 

instructions to his Private 
Secretary to put in hand the 
necessary arrangements at once.) 

iness of the 6. The Prime Minister pointed out "that the 
se of Commons . 

events of the last 48 hours had created a new situa-
f-R. 

,tion and it was necessary for the Cabinet to consxder 
7 '̂) '̂ whether it involved any modification in the business 

of the House of Commons apart from the passage of 
the Gold Standard Bill, 1931. 

The Cabinet were reminded that among the argu
ments justifying the Economy Bill, emphasis had been 
laid on the fact that prices were falling. It had 
also been suggested in many speeches that if the 
country went off the gold standard prices would rise. 
It might therefore be represented in Parliament that 
the justification for the Economy Bill had passed 
away, and the opposition to the various reductions 
in the pay of teachers, police, sailors, soldiers and 
airmen would be strengthened. The Cabinet were 
reminded, however, that the main object of the 
Economy Bill was to balance the Budget, and it was 
strongly urged that this position must be maintained. 
As mentioned in the Press Notice (Appendix II), there 
was a great difference between going off the gold 
standard with an unbalanced Budget accompanied by 
uncontrolled inflation, and taking this measure not 



because of internal financial difficulties but 
because of excessive withdrawals of borrowed capital. 

immediately 
There was no certainty that prices would rise^ and 
any rise in prices was likely to lag a good deal 
behind any fall there might be in sterling. It was 
urged that the Cabinet should not falter in their 
main policy. It was suggested also that if prices 
should rise seriously at some later date it would be 
possible to pass an Act to enable the Orders in 
Council to be varied. 

The Cabinet agreed — 
That the Government's programme of 
business should not be altered 
owing to the new situation. 



7. The Cabinet were informed that, by agree
ment between the Gommittee of the Stock Exchange, 
the Bank of England and the Joint Stock Banks, 
the London Stock Exchange would be closed on 
Monday, September 21st. 

A message was read to the Cabinet from 
Paris, dated September 20th, despatched 4.35 p.m., 
(by telephone), stating that a letter to the 
Chancellor of the Exchequer from the French 
Minister of Finance was on its way by aircraft 
and that the Minister offered to co-operate in 
any measures which His Majesty's Government may 
be contemplating. M. Plandin had stated that 
if the London Stock Exchange was to be closed, 
they would do the same in Paris, and in that 
case ib would be desirable to secure the closing 
of other leading Stock Exchanges, e.g., Berlin, 
Amsterdam. M. Flandin did not want to close 
the Bourse, but would do so if desired. 
M. Flandin also thought that the closing of 
the market for forward transactions in pounds 
sterling should be undertaken at once and suggested 
that the Bank of England should confer with the 
Bank of France. 

The Treasury had reported to the Chancellor 
of the Exchequer that the Deputy Governor of the 
Bank of England thought it a good plan to 
close the Stock Exchanges in Paris, Berlin and 
Amsterdam. They reported that the Bank of 
England would get into touch with the Bank of 
France about the closing of the market for forward 
transactions in pounds sterling. 



The Cabinet agreed — 
That appropriate action should 
be taken for securing the 
closing of the Stock Exchanges 
in Paris, Berlin and Amsterdam and 
that New York should be informed. 



8. The Gabinet discussed, in a preliminary UTURE 
0L1OY. manner the effect, of falling off the gold standard 

on their future policy, and, while no decisions 
were taken, the following subt cts were 
mentioned:

(i) The importance of arriving in the 
near future at a decision as to the 
policy to be adopted towards the 
value of the pound sterling; 

(ii) A proposal put forward by the Prime 
Minister for consideration as to 
the desirability of setting up a 
Gommittee, including representatives 
of, for example, the Bank of 
England, the Joint Stock Banks, 
Lord Macmillan, some leading 
economists, and labour rep resenta
tives, to v/atch the situation from 
day to day and suggest appropriate 
action for steadying public opinion 
by combating fears, stimulating 
confidence, and explaining the 
situation; 

(iii) What action should be taken to deal 
with the inter1"-, "ional gold 
situaJ""on, s. this connection the 
Cabint u wer: informed that the Bank 

£ £ of England had long desired a 
'. ' conference of central banks on the 

fyfbi)b. subject but had not been able to 
bring it about owing to opposition 
on details mainly from New York and 
Paris. It was suggested that the 
present opportunity might be a 
favourable one to bring about a 
conference. 

The Chancellor of the Exchequer 
informed the Cabinet that he was 
considering a oautious reference to 
the matter in hi.. "ee-v-. in the House 
of Commons. 

Another suggestion was that if the 
co-operation of the Bank of Prance and 
the Federal Reser.6 Bank could not 
be secured it was for consideration 
whether it would not be worth while 
to arrange a conf srt,." oe of other 
central banks. 



The mobilisation of international 
securities, which was likely to 
be raised in the House of Commons. 
The Chancellor of the Exchequer 
said he had a very complete answer 
on this question; 

(v) The desirability of close contact 
between the Bank of England, the 
Joint Stock Banks and industry in 
settling credit policy; 

(vi. Whether the purpose of the G-overn
ment was affected by the new 
situation. The general opinion 
was that the Government were bound 
to remain in office to secure the 
p ound. 



NEXT MEETING 9 . The Prime Minister informed his colleagues 
OP THE 
CABINET. that he had invited Ministers outside the 

Cabinet to attend the meeting on the following 
da^, at 1 1 . 3 0 a.m., in order that they might 
be apprised of the rapid developments of the 
last 4 8 hours. 

2, Whitehall Gardens, S.W.1. 
20th September, 19JS1. 
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LIDAY. 10. The Prime Minister informed the Cabinet 
ments that the Banks hoped to carry on business as usual, 
claim-

It had been thought advisable, however, in case any 
panic should occur, that powers should be made avail
able for proclaiming a bank holiday at the shortest 
notice. It had accordingly been arranged that a 
Meeting of the Privy Council should be held at Balmoral 
the same afternoon, and that the necessary Proclamations 
should be signed to enable a bank holiday to be declared 
if this was deemed necessary. The Proclamations, 
however, would not be used except in emergency. The 
Meeting of the Privy Council would, he understood, not 
be announced in the Court Circular before Tuesday 
morning, and, in accordance with the normal practice, 
the business of the Council wrould not be announced. 
He emphasised the importance of secrecy in this matter. 

Whitehall Gardens, S.W.1, 
September 20, 1931. 



A P P E N D I X I. 

PRESS NOTICE. 

His Majesty's Government have decided after 
consultation with the Bank of England that it has become 
necessary to suspend for the time being the operation of 
Subsection (2) of Section 1 of the Gold Standard Act of 1925 
which requires the Bank to sell gold at a fixed price. A 
Bill for this purpose will be introduced immediately and it 
is the intention of His Majesty's Government to as. Parliament 
to pass it through all its stages on Monday, 21st September. 
In the meantime the Bank of England have been aut ^rised to 
proceed accordingly in anticipation of the action of Parliament. 

The reasons which have led to this decision are as 
follows. Since the middle of July funds amounting to more 
than £200 millions have been withdrawn from the London market. 
The withdrawals have been met partly from gold and foreign 
currency held by the Bank of England, partly from the proceeds 
of a credit of £ 5 0 millions which shortly matures secured by 
the Bank of England from New York and Paris and partly from 
the proceeds of the French and American credits amounting to 
£ 8 0 millions recently obtained by the Government. During the 
last few days the withdrawals of foreign balances have 
accelerated so sharply that His Madesty's Government have 
felt, bound to take the decision mentioned above. 

This decision will of course not affect obligations 
of His Majesty's Government or the Bank of England which are 
payable in foreign currencies. 

The gold holding of the Bank of England amounts to 
some £ 1 3 0 millions and having regard to the contingencies 
which may have to be met it is.inadvisable to allow this 
reserve to be further reduced. 



There will be no interruption of ordinary 
banking business. The banks will be open as usual 
for the convenience of their customers; and there 
is no reason why sterling transactions should be 
affected in any way. 

It has been arranged that the Stock Exchange 
shall not be opened on Monday, the day on which Parliament 
is considering the necessary legislation. This will not 
however interfere with the business of the current 
settlement on the Stock Exchanges which will be carried 
through as usual. 

His Majesty's Government have no reason to 
believe that the present difficulties are due to any 
substantial extent to the export of capital by British 
nationals. Undoubtedly the bulk of the withdrawals have 
been for foreign account. They desire however to 
repeat emphatically the warning given by the Chancellor 
of the Exchequer that any British citizen who increases 
the strain on the exchanges by purchasing foreign 
securities himself or assisting others to do so is 
deliberately adding to the country's difficulties. The 
banks have undertaken to co-operate in restricting 
purchases by British citizens of foreign exchange,, except 
those required for the actual needs of trade or for 
meeting existing contracts, and should further measures 
prove to be advisable, His Majesty's Government will 
not hesitate to take them. 

His Majesty's Government are well aware that 
the present step is bound to have serious consequences 
both at home and abroad. 3ut during the last few days 
the International financial markets have become demoralise 



and seem ftent on liquidating their foreign 
assets in a spirit of panic. In the circumstances 
there was no alternative but to protect the economy 
of this country by the only means at our disposal. 

His Majesty's Government have secured at the 
cost of painful sacrifice a balanced budget and the 
internal position of the country is sound. This 
position must be maintained. It is one thing to go.off 
the gold standard with an unbalanced. Budget and urieon
trolled inflation; it is quite another thing to take 
this measure, not because of internal financial difficulties, 
but because of excessive withdrawals of borrowed capital. 
The ultimate resources of this country are enormous, and 
there is no doubt that the present exchange difficulties 
will prove only temporary. 

TREASURY CHAMBERS, 
WHITEHALL, 

S.W.1. 

2 0 t h September, 1931 



APPENDIX II. 
PRESS NOTICS.

(*4g,approved by the Cabinet at their meeting 60(31)). 

His Majesty'a Government have decided after 
consultation with the Bank of England that it has become 
necessary to suspend for the time being the operation of 
Subsection (2) of Section 1 of the Gold Standard Act of 1925 
which requires the Bank to sell gold at a fixed price. A 
Bill for this purpose will be introduced immediately and it 
is the intention of His Majestyrs Government to ask Parliament 
to pass it through all its stages on Monday, 21st September. 
In the meantime the Bank of England have been authorised to 
proceed accordingly in anticipation of the action of Parliament. 

The reasons which have led to this decision are as 
follows. Since the middle of July funds amounting to more 
than £200 millions have been withdrawn from the London market. 
The withdrawals have been met partly from gold and foreign 
currency held by the Bank of England, partly from the proceeds 
of a oredit of £50 millions which shortly matures secured bj; 
the Bank of England from New York and Paris and partly from 
the proceeds of the French and American credits amounting to 
£80 millions recently obtained by the Government. During the 
last few days the withdrawals of foreign balances have 
accelerated so sharply that His-Majesty 's Government have 
felt bound to take the decision mentioned above. 

This decision will of course not affect obligations 
of His Majesty's Government or the Bank of England which are 
payable in foreign currencies. 

The gold holding of the Bank of England amounts to 
some £130 millions and having regard to the contingencies 
which may have to be met it is inadvisable to, allow this' 
reserve to be further reduced. 

r 



There will be no interruption of 
ordinary banking business. The banks will be open as 
usual for the convenience of their customers; and there 
is no reason why sterling transactions should be 
affected in any way. 

It has been arranged that the Stock 
Exchange shall not be opened on Monday, the day on 
which Parliament is passing the necessary legislation. 
This will not however interfere with the business 
of the current settlement on the Stock Exchanges 
which will be carried through as usual. 

His Majesty's Government have no reason 
to believe that the present difficulties are due to 
a y substantial extent to the export of capital by n

British nationals. Undoubtedly the bulk of the with
drawals have been for foreign account. They desire 
however to x-epeat emphatically the warning given by 
the Chancellor of the Exchequer that any British 
citizen who increases the strain on the exchanges by 
purchasing foreign securities himself or assisting 
others to do so is deliberately adding to the country's 
difficulties. The banks have undertaken to cooperate 

in restricting purchases by British citizens of foreign 
exchange, except those required for the actual needs 
of trade or for meeting existing contracts, and should 
further measures prove to be advisable, His Majesty's 
Government will not hesitate to take them. 

His MajestyTs Government have arrived at their 
decision with the greatest reluctance. But during the 
last few days the International financial markets have 



become demoralised and have been liquidating their 
sterling assets regardless of their intrinsic worth. In 
the ciroumstances there was no alternative but to proteot 
the financial position of tnis country by the only means 
at our disposal. 

His Majesty's Government are securing a 
balanced budget and the internal position of the country 
is sound. This position must be maintained. It is 
one thing to go off the gold standard with an Unbalanced 
Budget and uncontrolled inflation; it is quite another 
thing to take this measure, not because of internal 
financial difficulties, but because of excessive with
drawals of borrowed capital. The ultimate resources 
of this country are enormous, and there is no doubt that 
the present exchange difficulties will prove only 
t emporary. 

TREASURY CHAMBERS, 
WHITEHALL,. 

S.W.I.. 
20th September, 1931.. 



C O P Y . 

BANK OP ENGLAND, 
19th September, 193 

Gentlemen, 
I am directed to state that the credits for 

$125,000,000 and Fes. 3,100,000,000, arranged by the Bank 
of England in New York and Par-is respectively, are 

exhausted, and that the credit for $200,000,000 arranged 
in New York by His Majesty's Government, together with 
credits for a total of Fes. 5 milliards negotiated in 
Paris, are practically exhausted also. The heavy 
demands for exchange on New York and Paris still continue. 
In addition the Bank are being subjected to a drain of 
gold for Holland. 

Under these circumstances, the Bank consider 
that, having regard to the above commitments and to 
contingencies that may arise, it would be impossible for 
them to meet the demands for gold with which they would 
be faced on withdrawal of support from the New York and 
Paris exchanges. The Bank therefore feel it their duty 
to represent that, in their opinion, it is expedient in 
the national interest that they should be relieved of 
their obligation to sell gold under the provisions of 
Section 1 subjection 2 of the Gold Standard Act, 1925. 

I am, 
Gentlemen, 

Your obedient Servant, 
. (Sgd.) E.M. HARVEY, 

Deputy Governor. 

The Rt. Hon. J. Ramsay MacDonald, M.P., 
and 

The Rt. Hon. Philip Snowden, M.P. 



C O P Y . 

1 9 t h September, 1 9 3 1 . 

Gentlemen, 

His Majesty's Government have given the most 
serious consideration to your letter of the 1 9 t h instant 
in which you inform them of the grave difficulties with 
which you are faced in meeting the obligation placed on 
the Bank of England by the Gold Standard Act of 1925 to 
sell gold in theform of bars to any person making a 
demand in accordance with the Act and of the dangers 
which you apprehend if that obligation is maintained. 

His Majesty's Government are of opinion that 
the Bank of England should place such restrictions on 
the sup ily of gold as the Bank may deem requisite in the 
national interest. They will be prepared to propose 
to Parliament forthwith a Bill giving indemnity for any 
such action taken by the Bank, 

We have the honour to be, 
Gentlemen, 

Your obedient Servants, 
(Sgd.) J. RAMSAY MACDONALD. 
(Sgd,) N.P. WARREN FISHER. 

(For Chancellor of the Excheque 



[jglg DOCUMENT IS THE PROPERTY OF HIS BRITANNIC MAJESTYTS GOVERNMENTS 
S E C R E T . Copy No, 

C A B I N E T b"l (^) . 
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Sir Herbert Samuel, G.C.B., Lord Sankey, G.B.E., 
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ONOMY. 

duetion 
Guts in 
ses of 
'dship. 

'evious 
eference: 
abinet 56 
n ) , Con
lusion 3(a) .) 
f!R. 

(A number of Ministers v;ho are not 
members of the Cabinet had been 
summoned to this Meeting in order 
that the Prime Minister might 
explain to them the recent rapid 
developments in the financial 
sitxtation. The Cabinet found it 
necessary, however, to deal with 
other questions of urgency, and 
the purpose of the Meeting had 
to be changed.) 

1. The Cabinet considered, as a matter of 
urgency, the undertaking given by the Prime Minister 
in Parliament on September 16th to consider various 
cases in which particular classes of persons had been 
represented to be unfairly affected by the proposed 
cuts . 

The First Lord of the Admiralty, the Secretaries 
of State for War and Air, the Home Secretary, and 
the President of the Board of Education reported the 
results of enquiries which had already been made into 
the incidence of the cuts in the services for which 
they were respectively responsible. 

On a full review of all the circumstances the 
Cabinet agreed — 

(a) That arrangements should be made for 
the following Private Notice Question 
to be addressed to the Prime Minister 
the same afternoonr

"To ask the Prime Minister whether 
he is now in a position to make a 
statement in regard to the classes 
of persons involved by economies 
whose cases are of peculiarly great 
hardship", 

and that the Prime Minister's reply shotild 
be as follows 

'The Government has, as announced by 
me on Wednesday last, been examining 
details of the proposed scheme of 
reductions. There are undoubtedly 
classes of persons whd are unfairly 
affected, and the Government has, 
in view of all the circumstances, 
come to the conclusion that the 
simplest way of removing just 
grievances is to limit reductions 
as regards teachers, police and 



the three defence services,,to 
not more than 10 per cent. ^-NThis 
decision will not apply to the 
higher ranks of commissioned / ^ 
officers in the defence services. 
v2-)^he "balance.of the Budget will 
be maintained.  s ' 

(NOTE: v-U m^e precise drafting of this 
passage was remitted to the 
three Service Ministers and 
the Home Secretary 

(2) This sentence was added 
subsequently, at the request 
of the Chancellor of the 
Exchequer.) 

(b) That the First Lord of the Admiralty 
should adjust his answers to Questions 
that had been put down for the same 
afternoon to the Prime Minister1 s 
statement. . 

(c) That, in accordance with the general 
decision taken on the previous evening 
(Cabinet 60 (31), Conclusion 6 ) , the 
Government's programme of business 
should not be altered. 

The Chancellor of the Exchequer indicated that 
economies would be expected from Departments to enable 
the Budget to be balanced. 



IE SUPPLIES. 2. The President of the Poard of Trade arrived 
rather late at the Meeting of the Cabinet as he had 

^ ^ 5  . been conferring with various authorities on food 
supplies in order to acquaint himself with the position. 
He reported that for the time being there appeared to 
be no difficulty in holding the situation without any 
rise in retail prices^ Unless Exchange deteriorated 
badly he was hoping that the crisis would be surmounted 
without any substantial rise in prices. He had informer 
the persons he consulted that if any difficulty was 
encountered the Government would take complete powers 
to deal with it. When he left the meeting a passage 
was being prepared for submission to the Chancellor 
of the Exchequer for inclusion, if he thought fit, in 
his broadcast address the same evening. 

Whitehall Gardens, S.W.1, 
September 21, 19 31. 

- 3 
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S B O R E T. Copy No. 

C A B I N E T 62 (51). 

Meeting of the Cabinet to be held at No. 10, 
Downing Street, S.W.1., on TUESDAY", 

September 22nd, 1931, at 11*0 a.m. 

AGENDA 

1. FOREIGN AFFAIRS. (if required). 

2. THE FINANCIAL SITUATION. 

(Reference Cabinet 60 (31) Conclusion l). 
To receive a Report on the developments of the 
previous twenty-four hours. 

3. THE BALANCE OF TRADE. 
(Reference Cabinet 59 (31)) 

TO TAKE NOTE OF: 

THE FINANCIAL SITUATION. 
Report of Committee of Economists of the Economic 
Advisory Council. 

( C P . 234 (31) - already circulated). 
Note by the President of the Board of Trade, 
covering letter from the Federation of British 
Industries on the Importation of Foreign Goods. 

( C P . 238 (31) - already circulated). 

(Signed) M.P.A.HANKEY. 
Secretary, Cabinet. 

2, Whitehall Gardens, S.W.1. 
21st September, 1931. 
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The Right Hon. Stanley Baldwin, M.P., 
Lord President of the Council. (In the Chair). 

ie Right Hon. The Right Hon. 
Philip Snowden, M.P., Sir Herbert Samuel, G.C.B., 
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Home Affairs. 

tie Most Hon. The Right Hon. 
jg The Marquess of Reading, Sir Samuel Hoare, Bt. G.B.E., 
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G. C.V.O. , Secretary of State for India. 
State for Foreign Affairs. 

Ie Right Hon. The Right Hon. 
I J.H,Thomas, M. P.,, Neville Chamberlain, M.P., 
Secretary of State for Minister of Health. 
Dominion Affairs and 
Secretary of State for the 
Colonies. 

The Right Hon. Sir Philip Cunliffe-Lister, 
G.B.E. , M. C. , M.P. ,. 
President of the Board of Trade. 

THE FOLLOWING WERE ALSO PRESENT:

ie Most Hon. The Right Hon. 
The Marquess of Crewe, K. G., Lord Amulree, G.B.E.,- K. C. . 
Secretary of State for War. Secretary of State 
(For Conclusion 5. ) for Air, v

(For Conclusion 5.; 
The Right Hon. Sir Austen Chamberlain, 

K,S, , M.P., First Lord of 
the Admiralty. 
(For Conclusion 5.) 

0 . 0 0. 

Colonel Sir M. P. A. Hankey, G.C.B., G. C M . G,, ...... Secretary. 



(In the absence of the Prime Minister, 
who was indisposed, the Lord President 
of the Council took the Chair.) 

1. The Chancellor of the Exchequer reported that 
the banks wished to have authority to refuse foreign j 

exchange except for normal trade requirements, 

existing contracts and reasonable travelling. He 
read a draft Order to this effect. The Ambassadors 
of the United States and Prance had agreed in the 
Order. Foreign banks in London had agreed to 
co-operate in carrying it out. 

A suggestion was made that, while this might be 
sufficient for the moment, it would be desirable for 
the Treasury to consider the question of taking 
powers to enforce it later on, if necessary. 

The Cabinet approved the issue of the following:-,; 
ORDER MADE BY THE TREASURY UNDER 
SECTION 1 (3) OF THE GOLD STANDARD 
(AMENDMENT) ACT, 19 31. 

The Lords Commissioners of His 
Majesty's Treasury in purs via nee of Section 
1 13) of the Gold" Standard (Amendment) Act 
19 31 hereby order that until further notice 
purchases of foreign exchange, or transfers 
of funds with the object of acquiring such 
exchange directly or indirectly, by British 
subjects or persons resident in the United 
Kingdom shall be prohibited except the for 
purpose of financing 

(l) normal trading requirements 
(2) contracts existing before September 

21st, 1931 
(3) reasonable travelling or other 

personal purposes. 
PHILIP SNOWDEN 
GEORGE PENNY 

Two of the Lords Commissioners 
of the Treasury. 

I 



ntTE FINANCIAL 
SITUATION. 

(Previous 
Reference: 
Cabinet SO 
(51), Con
elusion 1.) 

2. The Chancellor of the Exchequer read to the 
Cabinet the attached Report which he had received 
from the Treasury on developments in the financial 
situation during the last 24 hours (Appendix)* 

At a later stage of the Meeting the following 
Memoranda were taken note of:-

A Report by the Committee of Economists 
of the Economic Advisory Council, pre
pared in October last and circulated 
for the information of the Cabinet 
by direction of the Prime Minister 
(CP.-234 (31)) : 
A Note by the President of the Board 
of Trade, covering a letter from the 
Federation of British Industries in 
regard to the growing influx of 
imports and stating that it is 
imperative that effective means of 
control should be adopted (C.P.-238 
(3D) . 



POOD S U P P L I E S 

(Previous 
Reference: 
Cabinet 61 
(51), Con
clusion S.) 

f t . 

Ibtu. krM. qJAA It^C 

Ok u . Iv- ^' Skwfc

3. The President of the Board of Trade made a 
detailed report to the Gabinet of the position as to 
certain supplies of food and their prices. The position 
was reassuring as to bread, meat, tea Mad aragap, and 
no rise in price appeared to be probable during the 
next month &r apart from a small rise that had 
talc en place in the cost of tea owing to an internal 
trade dispute unconnected with the financial crisi^. 
There was a glut of tinned f-oodo in the country. A 
small rise had taken place in the p2"'ice of butter and 
cheese, but this was seasonal and unconnected with 
the crisis . The position as to oils and fats was 
"more"uhc er ta in. Further enquiries were being made/1 
He gave satisfactory reports of the willingness of 
the various trades dealing with foodstuffs to co
operate in maintaining existing price levels for the 
pres ent. 

The Cabinet took note with satisfaction of the 
President of the Board of TradeVs report. They were 
reminded that this information would be useful in the 
Debate on the Economy Bill. The Government might 
fairly claim that the prompt action of the President 
of the Board of Trade in bringing together the repre
sentatives of the food trades and securing their good 
will had helped to steady the situation. To the 
criticism that the economies were no longer jvistified 
in view of the probable rise in prices, the reply 
could be that no earl]/" rises wrere expected/and that 
the Government were closely watching the situation 
and would deal with it as circumstances required. 



CHINA. 
Japanese 
Action in 
Manchuria. 

(Previous 
Reference: 
Cabinet SO 
(28), Con
clusion 5.) 

F.R. 

4- The Secretary of State for Foreign Affairs 
informed the Cabinet that China had requested the 
League to take up the question of the occupation of 
Mukden by the Japanese, and Viscount Cecil had asked 
for instructions . The Secretary of State had approved 
that Viscount Cecil's aim should be to secure a 
withdrawal of troops behind a certain line, on the 
basis laid down in the Model Treaty. Observers, who 
would probably be Military Attaches, would be sent 
there to see that this requirement was complied with. 
On a proposal that the United States should be pressed 
to support this action he had given instructions that 
Washington should be informed of our own attitude. 
The Secretary of State had that morning informed the 
Japanese Ambassador of the line he was taking. 

The Cabinet took note of this 
statement. 



DISARMAMENT.

(previous 
Reference:
Cabinet 57 
(31), Con
elusion 4.) 

r.£. 
/ v

 5. The Secretary of State for Foreign Affaira 
consulted the Cabinet as to the reply to be given to 

 a telephone message received late on the previous 
 evening from Viscount Cecil, at Geneva, asking for 

instructions as to the position he should adopt 

 towards Signor Grandi's proposal for a holiday in 
armaments for a year. The proposal had now been 
defined, and provided: for the Army, that everyone 
should agree not to increase their expenses already 
voted for the current year: for the Navy, not to 
lay down any new ships, but that any which had been 
begun may be finished: for the Air, not to construct 
new aircraft except to replace those which go out of 
service during the period of the truce; this to 
last for one year, and to take the form of a Solemn 
Declaration, not a Convention, by all the Governments. 

The Cabinet discussed the question at some 
length with the Ministers of the Defence Departments, 
and approved that the Italian proposal should be 
accepted, subject to the following:

(a) The exclusion from the proposal of 
the ships in the Admiralty's building 
programme for 19 30 which have not been 
"laid down" in the technical sense of 
the word although they have been 
ordered, contracts placed, and 
material collected for their con
struction: 

(b) To meet the requirements of the Army 
and Air Force, which are in many 
respects depleted, it should be 
made clear that in undertaking not 
to increase the current Estimates we 
should reserve our position in the 
case of unforeseen events involving 
increased expenses, or if, owing to 
the de-valuation of the £ sterling, 
the cost of armaments should increase: 

(c) It must be made clear that in the 
event of a failure of the Disarmament 
Conference to achieve results, the 
armaments holiday would not remain 
in operation: 



(d) That the precise language of the 
communication to Viscount Cecil 
should be agreed between the 
Secretary of State for Foreign 
Affairs and the Ministers at the 
head of the Defence Services (who 
retired to an adjoining room for 
this purpose). 
The Lord President invited the 
Secretary of State for Foreign 
Affairs to draft replies to two 
Parliamentary Questions that had 
been put to the Prime Minister on 
the subject discussed above. 



MIRALTY 
CONOMIES . 

Previous 
Ref erene e: 
Cabinet 61 
(31), Con
clusion 1.) 

m. 

6. The First Lord of the Admiralty informed 
the Gabinet that, according to reports received up 
to date, the effects of the Prime Minister's announce
ment in Parliament on the previous day (See Cabinet 
Minute referred to in the margin) had been satisfactory 
so far as the Navy was concerned. 



BALANCE OF 7. The Lord President of the Council suggested 
TRADE . 

that as this item had been placed on the Agenda by 
(Previous the Prime Minister it would be desirable to keep it 
Ref erenc e: 
Cabinet 59 back until his return. 
(31) .) 

f.R. 



8 . The Secretary of State for India reported to the 
Cabinet that when the decision was taken to go off the 
Gold Standard a meeting had taken place between 
financial experts of the India Office and the 
Treasury, which Lord Reading had joined at a later 
stage, when it nad been agreed as essential to keep 
the rupee tied, not to gold, but to sterling. The 
Controller of Currency from India, who was on leave 
in this country, had also agreed in this course. 
A telegram to this effect had been sent to India. 
On the following day, however, news was received 
that an Ordinance had been issued in India leaving the 
rupee unpegged either in sterling or gold. 
Fortunately most of the world Exchanges were closed 
at the time when this was issued. The Secretary of 
State himself had made a statement to the Round-Table 
Conference explaining that the rupee must be tied to 
sterling. The next development had been the re.eed.pt 
of a telegram from India stating that if we insisted 
on tying the rupee to sterling India would require a 
£50 million Gredit to maintain the rupee. The 
Committee of Financial Experts had then met again and 
had reaffirmed their view that it was most important 
to keep the rupee tied to sterling; otherwise the 
rupee must inevitably crash. The Treasury agreed 
and were prepared, subject to the Chancellor of 
the Exchequer?s concurrence, to say that the suspension 
of the Gold Standard did not affect the Prime 
Minister's conditional undertaking to give India 
financial assistance should need arise, so long as the 
Government of India adhered to the established policy 
of maintaining the rupee at 1s.6d. The Government 

http://re.eed.pt


of India's justification for its attitude was that 
so long as the rupee was tied to sterling the value 
of the rupee could not be maintained. The India 
Office experts did not share this view. 

The Gabinet agreed with the 
Secretary of State for India 
that it was important that the 
rupee should remain tied to 
sterling, and that the Prime 
Minister's undertaking of 
June 2 6 t h should be confirmed. 



Indian 
udget. 

4 

Th-c Cabinet a-grecd with th-g
Secretary of State fo^-lndia 
that it was imporj^anx that the 
rupee shouldj^emain tied to 
sterline,^ahd that the Prime 
Minos-fee?''s undertaking of June 
frfl^hT-ohould bo oonfirmed. 

9. The Secretary of State for India reported 
that the Government of India were now prepared to 
balance the Budget and were trying to carry out his 
own proposal to deal with the protected Services by 
cuts on a voluntary basis corresponding to a compul
sory cut on all officers not protected. The Govern
ment of India, however, had strongly resisted the 
proposed Excise Duty, and the Secretary of State was 
advised that for political reasons this could not be 
imposed. The Secretary of State had felt it proper, 
after consultation with the President of the Board 
of Trade, to make an appeal to the Viceroy to increase 
from 31 per cent, to 40 per cent, the Duty on foreign 
imported cotton goods, thus giving a Preference to 
British cotton goods. An analogous increase had been 
made on foreign silk, which had given him an oppor
tunity to make this suggestion. In any event he had 
asked the Viceroy that in the Budget Speech the Indian 
Government should not be committed to an increased 
Cotton Duty without announcing either an Excise 
or a Preference to British cotton goods. 

The President of the Board of Trade gave the 
Cabinet particulars of appeals he had received from 
Lancashire on this subject. 

The Cabinet were reminded that this overwhelming 
burden on British trade was being imposed at a time 
when the British people were making sacrifices to 
maintain India's financial credit. 



The Gabinet authorised the Secretary 
of State for India to send a further 
telegram to the Viceroy stating that 
he had now discussed the matter with 
the Cabinet, who attached importance 
to his proposal. 



DUMPINGw 

previous 
Reference: 
Cabinet 40 
(31), Con
elusion 11,) 

10. The attention of the Cabinet was drawn to 
the following Question to be addressed in Parliament 
to the President of the Board of Trade:

"Mr Wardlaw-Milne - To ask the President 
of the Board of Trade whether the 
Government are taking^ or intend to 
take, any steps to prevent the dumping
of Foreign produce into this Country
caused by the expectation of the 
imposition of Duties at an early
date". 

The following reply was approved:
"It is the plain duty of every British 
citizen, at the present timetime,, ttoo give 
all the help he can to British industry
by buying British goods. Anyone who 
imports foreign goods unnecessarily
is rendering a real dis-service to 
his country; and the Government are 
confident that both individual buyers 
and traders will recognise this common 
obligation". 

Whitehall Gardens, S.W.1, 
September 82, 1931. 



Exchanges. 
The Dollar opened at ahout 4.84, the lowest 

point oi' the day, and closed at 4.84 20/25. There 7/as little, 
business done. 

The Franc opened very nominal at about 119 and 
fell to 102/4 but closed at 108/10. 

, There have hardly been any quotations for other 
currencies and no dealings, though closing x^nices, which were 
very nominal, were stated to be as follows -

Par 
Mark 18/19 20.43 
Florin 11.00/11.001 12.1 
Swiss Franc 21/21.30 25,22 
Belga 31/33 35. 

Stock Exchange. 
The Stock Exchange has been closed all day and 

practically no business seems to have taken place outside. 
One small transaction in War Loan at 90 was heard of. 

The Stock Exchange will remain closed to-morrow 
when the question of reopening will be further considered. 
The Sub-Committee of the Committee for General Purposes consider 
that if arrangements can be made for the continuance of existing 
loans without the provision of further cover, the reopening of 
the market would be greatly facilitated. It is understood that 
the Banks have agreed to extend existing loans for a further 
month on the basis of the prices of Saturday last without asking 
for further cover. 

A report from Basle states that the general 
feeling is very good and there is no recrimination. People are 
worried but most friendly. It is rumoured there that Hungary and 



Austria are "both considering the question of a general 
moratorium. 

In Switzerland the Bourse was open but dealings 
in foreign securities and foreign exchange were suspended; 
a similar state of affairs existed in Brussels. The Bourse 
was closed in Vienna, Berlin and Amsterdam but in Paris was 
open under certain -limitations. 

Money Market. 
There was a good deal of pressure for money 

early in the morning but steps were taken by the Bank of 
England to see that the market was adequately supplied with 
funds and only trifling recourse to the Bank was necessary. 

Reports from the Provinces state that complete 
calm has prevailed and that business has proceeded just as 
usual. The admirable attitude of the Press this morning 
greatly contributed to this. 

At a meeting held at the Bank the London offices 
of foreign banks, other than the Prench and American banks, with 
v/hom arrangements had been nade by their respective Ambassadors, 
agreed to work in cooperation with the London banks in the 
restriction of operations in foreign exchange on behalf of 
British nationals. 

The Bank of Pittsburg National Association with 
Capital $3,000,000 and deposits ^55.000.000 is reported to have 
failed. 

A late report says all quiet in Stockholm. 

21st September, 1931. 



T h e envelope with its contents formerly placed at 

this point in the volume was removed for examination 

by the Cabinet Office in August 1 9 6 7 , and is n o w 

to be found under the following reference : 

Cab. 2 3 / 9 0 B 
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Meeting of the Gabinet to be held in the Prime 
Minister's Room, House of Commons, to-day, 
Wednesday. September 23rd, 1951, at 6.0 p.m. 

A G E H D U M. 

THE INDIAN FJKANCIAL SITUATION - RUPIlh EXCHANGE POLICY. 

(Reference Cabinet 62(31)3 Conclusion 8 ). 

(Signed) M.P.A. HANKLY. 

Secretary to the Cabinet. 

2j Whitehall Gardens, S.W.1., 
September 23rd. 1931. 



l^J^ngUMENT I S T H E P R O . L E E I Y OS KIS B R I T a N N I C i A , J E S I Y ' S G O V E R N M E N T . V 

COPY NO. 
A B I N E T 63 (31^ 

CONCLUSIONS of a Meeting of the Cabinet held in 
the Prime Minister's Room, House of Commons, 

on WEDNESDAY, 23rd September, 1931, at 
6,0 p,m. 

PRESENT:-
The Right lion. Stanley Baldwin, M.P., 

Lord £^resident of the Council. (In the Chair) 
he Eight Hon. The Right Hon. 
Philip Snow den, M.P. , Sir Herbert Samuel, G.C.B., 
Chancellor of the G.B.E., M . P . , Secretary 
Exchequer. cf State for Home Affairs. 

he Most Hon. The Right Hon. 
The Marquess of Reading, Sir Samuel Hoare, Bt., &. C.B., G.C.S.I. , G.C.I.E. ,
G.C.V.O., Secretary of State Secretary of State for 
for Foreign Affairs. India. 
le Right Hon. The Right Hon. 
J.H. Thomas, M.P., Neville Chamberlain, M.P., 
Secretary of State for Minister of Health. 
Dominion Affairs and 
Secretary of State for 
the Colonies. 

The Right Hon. 
Sir Philip Cunlif f.eo- Lister, 
G. B. E. , M . C. , M. P . ,
President of the Board of Trade. 

THE FOLLOWING toRii ALSO PRESENT:
r Pindlat er St ewart, Sir F,W. Leith Ross, 

K.C .M.G,, C.B., 
Permanent Under Secretary Deputy Controller, Treasury, 
of State, India Office. 

if Louis Kershaw, K.C.S.I., Mrf' C.H. Kisch, C.B. ,C.I.E., Assistant Under India-Office. 
Secretary of State, India Office 

Olonel sir M.P.A- Hankey, G.C.B., G.C.M.G Secretary. 



TEE INDIAN 
FINANCIAL 
SFUATIZN. 

?Jie Rupee and 
Sterling. 

[previous 
Reference: 
Cabinet 62 
(31), Con
elusion 8.) 

fx 

The Cabinet 'r-et to consider further telegrams 
interchanged between the Secretary of State for 
India and the Government of India on the Indian 
financial situation, and more particularly the 
relation between the rupee and sterling. These 
telegrams had been circulated before the Meeting, 
and a copy is attached to the standard file of 
Cabinet Minutes. 

The Cabinet adhered to their previous decision 
in favour of keeping the rupee linked to sterling, 
and authorised the Secretary of State for India to 
send to the Government of India a very full explana
tory telegram on the lines of a draft which he read 
to the Cabinet, and subject to certain amendments 
and additions. (A copy of this telegram is attached 
to the standard file of Cabinet Minutes.) The Cabinet 
also approved a suggestion by the Secretary of State 
for India that the Prime Minister and the Lord 
President of the Council should be invited to supple
,ment the above with a Personal telegram sent to the 
Viceroy on behalf of the Cabinet. 

(NOTE: A telegram was received by the 
Secretary of St?.te for India
early on September 24th informing 
him that a statement was being made 
in the Assembly the s?me afternoon 
on the lines of the Cabinet?s policy.) 

2 i Whitehall Gardens, S.-.1, 
September 24, 1951t 

o 

o 



SECRET. 

The following private telegram sent by the 
Viceroy after receipt of the instructions approved 
by the Cabinet yesterday evening is circulated for 
the information of his colleagues by the Secretary 
of State for India. 

24th September, 1931. 

Telegram from Viceroy dated 24th September, 1931. 

Most Immediate. 
Private and Personal. Statement, is being 

made in Assembly this afternoon on lines of your policy. 
Pull text will be telegraphed to you as soon as possible. 



F. 6287. 

Cypher telegram from Secretary of 
State to Government of India, dated 
23rd September, 1931. 711 words. 

2803. Most Immediate. 

Finance Department. Your telegram 23rd 
September 2375-S. Exchange. 

Whole question has been again 
exhaustively considered by His Majesty's Government 
whose conclusions on different points raised in 
your telegram are as stated below: 

I. Your policy as we understand it is 
to discontinue for the time being any attempt to 
support the rupee your intervention in the 
exchange market being entirely suspended. Rupee is t 
be allowed to find a new level and you would retain 
an open mind as to whether and when and on what 
scale you would again intervene in order to give it 
some stable exchange value. The consequences 
of this policy are; 

(a) that in the flight from the rupee the 
exchange value of the currency would be driven 
headlong and there is no reason for thinking that 
the fall could be arrested until the rupee exchange 
was represented by the bullion value of the rupee; 
this would entail the ruin of holders of Indian 
internal debt and of savings in rupees. 

(b) In these circumstances 



there would he a steep rise of prices and 
hoarding of all commodities, including gold and 
silver, would be inevitable as experience on the 
Continent of Europe has plainly shown; 

(c) Very dangerous social and 
economic conditions would then be created 
which would inevitably threaten the peace 
of the country. 
(d) Your budget would be hopelessly 
unbalanced and difficulties would be 
aggravated by inability to renew maturing-
Treasury Bills, holders of which would seek 
to convert the proceeds thereof into 
commodities. Discharge of Treasury Bills 
would entail wholesale printing of notes, 
causing uncontrolled inflation. 
(e) Your Reserves, so far from being 
conserved, would soon be dissipated and it 
would be necessary to export gold in order to 
meet your London obligations; 
(f) India would thus be left on a silver 
basis with a disorganised Budget and would 
inevitably default. 

Such a policy would be disastrous to the 
interests of India and eannot be entertained by 
H.M. G. 

You seem to be under the impression that there 
is a parallel between Great Britain's position with 
her currency adrift and that of India. You 
should remember in this connection that Great 



Britain is still a creditor on an enormous 
scale, the value of its foreign investments 
running into thousands of millions of pounds, with 
relatively no comparable foreign public debt. 
Further, recent action by H.M.G. has assured a 
balanced Budget for this and next year so that the 
danger of monetary inflation has been removed. 
Contrast the case of India. India has no 
substantial foreign assets and is a debtor country 
with large obligations in sterling, governmental 
and private. As you know large sterling
obligations mature in the next few months. If 
the rupee is held at l/6d the plan on which we 
have agreed affords a prospect of balancing the 
Budget over this and next year combined, but with 
a demoralised exchange an unbalanced Budget is 
inevitable and it is difficult to see how the 
situation could be redressed within a 
measurable period. Our efforts to balance the 
Budget would be rendered futile, recourse to the 
printing press would be necessary leading to 
further inflation. 

2. There appears to be an impression in India 
that the policy on which H.M.G. have decided is 
designed to capture India's gold for Great 
Britain. I have already explained that a 
free market for gold is to be maintained 
in London and that if any 



part of India's gold is sold she will obtain full premium 
in sterling but you will understand that in existing 
exchange conditions India's gold cannot be acquired by the 
Bank of England and is, in the circumstances, bound to be 
exported from England to one or other of the few remaining 
gold standard countries. 

3. You postulate that Prime Minister's declaration 
of support would still hold good even if the rupee were 
abandoned. If policy of maintaining rupee at l/6d is 
abandoned His Majesty's Government will regard themselves 
as free to refuse to help and will not renew their promise, 
Reason for this is obvious as the burden on His Majesty's 
Government would be immeasurably increased owing to the 
various reactions of an inflationary regime. 

4. His Majesty's Government therefore must request 
that your Government should give effect to the policy laid 
down in my telegram of 22nd September No. 2787. You must 
not for a moment suppose that the fact that His Majesty's 
Government were and are not prepared to give an immediate 
credit in response to your suggestion means that in event 
of need arising to assist the Government of India to 
fulfil their sterling obligations there would be any 
danger of His Majesty's Government being then unable to 
give such assistance as may be decided to be desirable. 
You should therefore have no misgivings in making use 
of the formula in my telegram of yesterday. 



In asking you to collaborate in carrying through 
a policy which I know is unwelcome to you, H.M.G. 
realise that they are imposing on you and your 
Finance Member a difficult duty. But they do 
emphatically regard it as a duty at this period of 
grave emergency, being convinced that the policy 
they have laid down is in the highest interests of 
India. 



SECRET. 

The annexed telegrams exchanged with the 
Government of India are circulated by the Secretary 
of State for India in connection with the meeting 
of the Cabinet, this evening at. 6 p.m. 

23rd September, 1931. 



Telegram from Viceroy, dated 25rd September, 1951. 

794-S. Private and personal. Following a summary of 
fuller official telegram which follows. We cannot accept 
your plan. General assurance which you offer will not 
hold the position. We shall lose the reserve and His 
Majesty's Government will still be in the position of inability 
to help. In Indian interests only course we can support is 

(l) Continuing the temporary suspension of currency 
obligations; 

(2) Declaring intention to stabilise again after 
the sit\iation adjusted; we should add, thirdly, 
statement that His Majesty's Government will 
implement the Prime Minister's promise by 
helping us to stabilise when the time comes, 
which appears best way to get out of this 
difficult aspect of the position. 
We are anxious to do utmost to help His Majesty's 

Government subject to our paramount obligation to consider 
Indian interests first but we believe it will help them to 
be free from their immediate obligations and let us meet 
our own troubles. We are all united in this, and unless 
you can meet us it will be impossible for us to carry on 
as a Government, This aspect is further explained in 
following telegram. As the only possible immediate course, 
so as to give you more time, we might consider following; 
reopen our currency obligations subject to controlling 
Ordinance and see what happens for the first two days; then, 
if we lose large amount of sterling, revert to our course 
and His Majestyls Government to restore to us in the form 
of credit what we have lost. 

We infinitely prefer straight decision without 
this intermediate experiment. We must make statement to
morrow and must have your immediate reply. 



6241/31. (598 groups) 

Copy Cypher telegram from Secretary of State to Government 

of India, dated 22nd September, 1931. 

SECRET. 
2787. MOST IMMEDIATE. 

Finance Department. Your telegram 22nd 

Sep t embe r. 

Question has been most carefully considered 

again by His Majesty's Government who have 

reconfirmed policy set out in my telegram of 

21st September 2756. and. embodied in my speech 

at Round Table Conference yesterday. A policy of 

abandoning ratio and leaving rupee to drift 

positively invites flight from rupee spells 

chaos for India and cannot be entertained. Abandonment 

of l/6d. would, as explained in my telegram No. 

2756 involve the withdrawal by His Majesty's 

Government of their undertaking and we should be 

faced with grave risk of default on our external 

obligations. It is quite impossible for His 

Majesty's Government in present circumstances 

to place an immediate credit of £50 millions or 

any such figure at disposal of Government of 

India but in order to help you in re-establishing 

confidence in India you/ 



are authorised to state, in putting situation before 
public, that the suspension of the gold standard in 
the United Kingdom does not affect the undertaking 
given by His Majesty's Government in June last and 
reaffirmed by Prime Minister last week and so long 
as we adhere to the established policy of maintaining 
the rupee at l/6d we are assured of the support of His 
Majesty1s Government should need arise. 

The decision of H.M.G. requires that the ordinance 
issued yesterday should be at once withdrawn. I agree 
however with your view that some machinery of exchange 
control will be needed, and ordinance should therefore 
be replaced by another Ordinance taking power to 
make regulations and vary them from time to time. 
But it is essential that the cancellation of the 
first Ordinance and its replacement by another 
should be simultaneous. Substance of new Ordinance 
should I suggest be to following effect. That 
notwithstanding anything contained in section 5 
of the Currency Act, 1927 Governor General in 
Council may from time to time make regulations 
defining or limiting the persons to whom sales of 
gold or sterling shall be made at the rate prescribed 
under section 5(1) of the Act; and the purposes 
for which such sales may be made, and generally 
may from time to time take or authorise the taking 
of such measures in relation to the/ 



the exchanges and otherwise as the Governor General in 
Council may consider expedient for the purpose of maintaining 
the statutory ratio. 

In drafting care should he taken to make it clear that 

powers assumed would not cover an alteration of the ratio. 

I suggest, for your consideration that, in explaining 

situation you should lay stress on fact that issue of first 

Ordinance was a purely provisional measure to give time for 

consideration and that interval has enabled you to set 

before the country a fully considered policy designed to 

protect its interests in the present emergency. The 

declaration of three days' public holiday will enable public 

to settle down and can presumably be extended for another 

day or two if necessary as it is essential that regulations 

should be published before Banks re-open. 

For your information I would state that we are 

assured of the help of the Treasury in liquefying sterling 

investments so far as this may be needed to finance our 

immediate commitments while they would also be ready 

to arrange.for advances against gold in process of 

shipment. A free gold market will be maintained here 

and wha+ever way we dispose of gold we may be sure of 

obtaining full premium in sterling. 

I am sending you in a separate/ 



telegram some suggestions regarding exchange control and 

I am ready if at any time you think it expedient-to confer 

with Exchange Banks in London. In view of change in 

situation since your telegram of 19th September, 2350-S 

was despatched. I think it would be better not to ape-roach 

Banks until we are in a position to invite their co-operation 

on specific plan. 

I attach greatest, importance to suggestions at end of 

paragraph 7 of my telegram of 20th September. 2756, regarding 

mobilising of publicity by whatever means you consider 

advantageous. In this connection you will no doubt, make 

capital of fact that internal budgetary position is to 

be restored and of our new plan which is designed to 

secure a balance of revenue over expenditure for this year 

and next combined. With internal budgetary position 

rectified and the assurance of H.M.G's help on the 

conditions indicated above I hope that we shall be able to 

carry policy on which H.M.G. have decided to a successful 

issue. Please convey to Imperial Bank message of 

appreciation from H.M.G. and myself of their co-operation 

at this crisis. 

Please telegraph text of new Ordinance and regulations. 



iJC/ETP/FHB/MI/I. (15 9 groups) 5333 

D 5 C Y" P H E R 0 F T E L E g R A M. 

(COPIES 
CIRCULATED) From Government of India, Finance 

Department to Secretary of 
State for India. X X X 

. Dated Simla, 22nd September, 1931. 
Received 11.15 p.m. 21st September, 1931. 

1,10 SJ 1MMEDI AT 3. 

2364.S. Finance Department. 

Your telegram of the 21st instant, 2756. 
We received news about sterling through press telegrams at 8.30 
this morning, and nothing from you until the first part of your 
2756, which was decyphered by 10.0 a.m. 

On press messages we considered the situation as fully 

as time permitted, and came to the (? definite) conclusion:;that 

there was serious danger of panic, especially in Bombay. It 

was too late to stop business by ordering holiday, and prompt 

action was essential. The Ordinance, of which you have been 

informed, suspending Currency Act obligations was issued, and 

instructions were sent to Bombay and Calcutta not to sell 

sterling. We have since ordered Local Governments to declare 

-Tuesday, Wednesday and Thursday public holidays. 

2. Our action was deferred to last possible moment 

but had to be taken before your telegram had come through and 

we have no doubt that it was right action to take in the 

circumstances. We have just heard that in first few minutes 

in Bombay, before our orders were known to market, demands 

from banks, etc., for £435,000 were received. This! 



indicates what might have happened. 

End of first oart. 



S E C R E T . 

/PJH/KM (21S groups) 5335 JC

d s c y p h s r  o f t e l e g r a m . 
I C O P I S S 
^CIRCULATED) From Government of India, Finance 

Department, to Secretary of 
State for India. 

Dated Simla, 22nd September, 1931. 
Received 1.20 a.m. 22nd September, 1931. 

^IMMEDIATE. 
J364.S. Second of three parts. 

3. We have now received news of your announce
ment at the Round Table Conference and instructions about 
Ordinance. We fear that you have not appreciated what 
the consequences will be, as to which our apprehensions are 
confirmed by what happened today in Bombay. 

4. The position recently has been one of 
complete lack of confidence, both in India and in London, 
in our ability to maintain- the exchange at Is. 6d. We 
have been selling large and growing quantities of sterling, 
foreign money was being withdrawn from India as rapidly as 
possible, capital was being exported in large amounts and 
in Bombay there have been heavy speculative purchases of 
gold. At the beginning of last week it looked as if a 
crisis was approaching, and, but for the restriction of 
credit by the Imperial Bank, strong announcements in India 
and Prime Minister's statement in Parliament, the crisis 
would probably have materialised. This was the situation 
before the Bank of England was relieved of gold obligations. 



After this, no verbal assurances will be believed, 
(corrupt group) previous doubts as to His Majesty's 
Government's ability to assist us owing to their need 
of all their resources for their own purposes will be 
converted into practical certainty. You say that.His 
Majesty's Government's undertaking stands if we make 
every effort to maintain 3s. 6d, but you forbid us to 
declare this publicly. In these circumstances, if we 
cancel the Ordinance we shall, when we re-open for 
business, be overwhelmed with demands for sterling which 
no mere bluff credit could stop, in view of the heavy 
Treasury Bill maturities in the next few weeks. 



PHB/ETP/AW. (237 groups) 5336. 

D E C Y P H E R O F T E L E G R A M . 

From Government of India, Finance 
Department, to Secretary of 
State for India. 

(COPIES 
CIRCULATED) Dated Simla, 22nd September, 1931. 

Received 22nd September, 1931, 1.20 a.m. 

MOST IMMEDIATE. 
2364-S. Third and last part. 

5. For these reasons vie are convinced that 
cancellation of Ordinance and, at your discretion, alternative 
(2) of your telegram, can only avoid disaster on condition 
that His Majesty1s Government does something to create 
assurance that they will back us. A contingent promise, for 
reasons stated above, will be useless. We are deeply concerned 
not to increase difficulties of His Majesty's Government, but 
we must put Indian interests first, and we cannot justifiably 
enter on course which will dissipate reserves with no hope of 
maintaining position. This is decision which you have taken in 
your own case, and India will ask why we have chosen 
differently. The only justification could be effective 
assistance from His Majesty's Government. After very careful 
consideration in Council we must ask you, if we are to follow 
this course, to give us immediately a credit of at least 
fifty million pounds and to allow us forthwith and before we 
draw further on our own reserves, to draw on this credit to 
(? meet) the demands which may be made upon us to sell sterling, 
and to announce that this (7 credit) has been given on these 
terms. 

6. We think that in addition to this credit, it 



will be necessary to introduce some machinery of control on 
the lines suggested by you, for such machinery, though 
ineffective by itself, may be valuable in combination 
with credit. We should welcome suggestions from you about 
Ordinance. 

7. What we therefore require is assurance of 
credit and two days to work out Control Ordinance. Without 
these conditions it is unanimous view of Council that we ought 
to maintain Ordinance and preserve our reserves intact to 
meet sterling obligations and until occasion is ripe to 
stabilise at new level. We trust that you will appreciate 
that we are acting with deep sense of our own responsibility 
and that you will do your best to help us. 



p 6195/31. (669 words). 

Cypher telegram from Secretary of State to 
Government of India dated 20th September 1931. 

HOST IMMEDIATE. 
2756. Finance Department. Efforts to maintain 

sterling having proved ineffective, His Majesty's 
Government have decided to relieve Bank of England of 
its obligation to sell gold. Announcement to this 
effect will appear in Monday's papers. (See separate 
telegram). I am giving you first possible intimation 
so that we may shape our policy to meet difficulties 
of extraordinary situation. 

2. Choice lies between 
(1) suspension of exchange obligation in to to at 

once; 
(2) working on l/6d. sterling as our basic rate, 

viz. maintenance of unlimited offer to 
sell reverses at l/5^d. 

(3) rate as in (2) but with limitation of amount 

or according to purpose of remittance; 
(4) adoption of some new rate, e.g. l/4d. gold or 

sterling as basis of operations under 
conditions of either (2) or (3) above. 

3. I rule out (4) at once as it is unthinkable 
that we should change ratio in present crisis. 

4. As regards (1) , this would precipitate a 
crash and cannot be contemplated so long as there is 
any hope of maintaining present parity with sterling 
and tiding over initial period of anxiety. Moreover 



if we were to abandon l/6d. His Majesty's Government 
would consider themselves absolved from undertaking 
to come to our assistance in event of need. On 
this point I may state., for your confidential 
information, that the suspension of the gold standard 
here will not affect the contingent undertaking given 
by His Majesty's Government that they will be prepared 
should the need arise to request Parliament to assist 
India in fulfilling her obligations provided that 
every effort is made to maintain the rupee at l/6d. 
sterling. Above understanding should in no 
circumstances be disclosed. 

5. Coming to (2) and (3), an offer limited in 
quantity would clearly not suffice to maintain exchang 
and would undoubtedly induce a scramble for 
remittance with disastrous consequences. Though 
fully impressed with the difficulties of a decision 
and the uncertainty of the results I have decided, 
after prolonged consideration and in consultation with 
Treasury, that the best chance of avoiding collapse 
and of steadying opinion lies in (2) coupled with 
most stringent application of measures by Imperial 
and other Banks to restrict advances to genuine 
commercial transactions on lines referred to in your 
telegram of 19th September 2350-S. I am addressing 
Round Table Conference on subject tomorrow and am 
announcing decision to adhere to l/6d. sterling. 
Text of my remarks will be telegraphed separately. 

6. Section 5 of the Currency Act 1927 places 
on Governor General in Council obligation either to 
sell gold on l/6d. basis for delivery at Bombay or 



at his option sterling at equivalent rate. Definition 
of equivalent rate in sub-section (2) of section 5 
relates this to the Bank of England's statutory buying 
price for gold, viz. £3.17.9d. No change being made 
in this obligation under arrangements for suspension 
of gold payments, the option under section 5 
remains, and can continue to be operated as is 
expressed in your Notification of 1st April 1927, viz. 
to sell sterling at l/5^d. As therefore I have 
decided that we should adhere to existing statutory 
basis, no modification of law or Notification is 
required so far as rate is concerned. I recognise 
however that events may prove too strong for us to 
maintain offer to sell unlimited exchange to all 
comers. I think therefore you should consider and 
at once prepare a scheme for imposing a stringent 
exchange control which would have for its object on 
the one hand the limitation of sales to financing 
genuine trade purposes ana on the other the compulsory 
acquisition of foreign exchange realised from export 
of goods and securities. I think you ought to have 
an Ordinance drafted on these lines ready for immediate 
issue should circumstances demand it. If there is 
time I should be glad if you would communicate the 
text of the draft to me but if you consider immediate 
issue imperative you are authorised to bring it 
into operation without reference to me. I suggest 
that Ordinance itself should be drawn on broad lines 
authorising Governor General in Council to make 
whatever regulations may appear expedient from time 
to time. I suggest that you and Finance Member 



should at once take whatever means of publicity 
you consider most impressive to explain to Indian 
public the abnormal circumstances of the crisis, the 
importance of steadiness and the responsibility that 
rests on all, and on public men in particular, to 
avoid panic. 

7. As soon as you hear of extent to which 
bank rate is raised in this country you will no 
doubt take ^steps with Imperial Bank to secure rise 
in Indian rate to extent that will at least maintain 
existing difference. 



l E j U O L i - ' COPY NO, 

C A B I N E T 64 (31) . 

CONCLUSIONS of a Meeting of the Cabinet held in 
the Prime Minister1a Room, House of Commons, 

on FRIDAY, 25th September, 1931, at 
2,0 p,m. 

PRESENT;-
The Right Hon. . Ramsay MacDonald, M.P., 

Prime Minist r. (In the Chair.) 
e Right Hon. The Right Hon. 
Stanley Baldwin, M.P., Sir Herbert Samuel, G.C.B., 
Lord President of the G.B.E., M.P., Secretary 
Council. of State for Home Affairs. 
e Right Hon. The Right Hon. 
Sir Samuel Hoare, Bt., J.H, Thomas, M.P., 
G.B.E. , C.M.G. , M.P. , Secretary of State for 
Secretary of State for Dominion Affairs and 
India. Secretary of State for 

the Colonies. 
e Right Hon. The Right Hon. 
Neville Chamberlain, M.P. , Sir Philip Cunliffe-ListerT 

Minister of Health. G.B.E., M.C., M.P., 
President of the Board of 
Trade. 

olonel Sir M.P.A. Hahfcey, G.C.B., G.S.M.G., Secretary. 



IjB INDIAN 1. The Se-criErtary.-.of-Stat-e-£or̂ . Jndixuo^por-ted 
— that, owing no doubt to the crisis in connection 

:e Increased 
luty on with the value o^ the rupee, he had as yet received 
jip ort ed 
[otton Piece no reply to his appeal to the Viceroy to increase 
oods 

from 31 per cent, to 40 per cent, the Duty on foreign 
previous imported cotton piece goods, thus giving a Preference 
Reference: 
Cabinet 62 to British cotton goods. He had sent a further 
(31), Oon
clusion 9.) telegram asking for a reply. His intention had been, 

in the event of a refusal on the part of the Viceroy, 
bŷ/jtf-. to consult the Gabinet once more before the Viceroy 

made his Budget Statement. It was essential that the 
Indian Budget should be introduced on Monday, 
September 28th. He now wished to consult the Cabinet 
as to what was to be his attitude if the Viceroy 
telegraphed a refusal. He warned his colleagues 
that he was interdicted by the Fiscal Autonomy 
Convention from, imposing the CabinetTs view on the 
Viceroy on a question of Preference. There were some 
slight mitigations in the full effect of the increased 

; Duties: first, owing to the decision of the Indian 
Government to impose a Duty on foreign raw cotton — 
a slight alleviation only - and, second, the effect 
of-the fall in sterling, which would place our foreign 
competitors at a considerable disadvantage in the 
Indian market. 

The Cabinet were reminded that on February 12. 
1950, the Government of India had been prepared to 
propose that the application of increased Duties 
should be limited to non-British goods. 

The Gabinet agreed — 
(a) That the Secretary of State for 

India should, without waiting for 
the Viceroy's reply, send a further 
Private and Personal telegram inform
ing him that the Cabinet had again 
been considering the question of 
Cotton Duties, particularly in the 



light of the Viceroyrs tele grain of 
February 12, 19 30 (101-S), in which 
he had been prepared to propose that 
the application of increased Duties 
might be limited to non-British goods. 
Thia was exactly the line of the' 
proposal that had been made to the 
Viceroy, that in increasing the 
Duties the increase on non-British 
goods should be higher than the Duty 
on British goods. The Viceroy was 
to be reminded, by reference to 
previous telegrams, of the enormous 
importance which the Cabinet attached 
to a difference in the increased 
Duties as between British and non-
British goods, and the hope should 
be expressed that he would see his 
way to apply this differentiation 
in any increase of these Duties 
which it was necessary to propose: 

(b) That if the Viceroy found it impossible 
to adopt these suggestions, there was 
no alternative but to allow the Indian 
Bud.get to be introduced without them. 



RY OP 2. The Minister of Health reminded the Cabinet 
" EOONO

that when the cuts to certain branches of the Public 
tration Service were limited to not more than 10 per cent. 
uranee 
s - (Cabinet fjl (31), Conclusion 1 ) , he had given warning 

that difficulties with the Insurance Doctors were to 
OVLS 
'ence: be anticipated. Since then the Insurance Acts Gom
.et 49 
Con- mittee had come to see him and had reminded him that xon 10.) 

they had accepted the reduction in the doctors' 
remuneration from 9/- to 8/- on the understanding 
that no-one else would be let off. They now pressed 
for a reduction in the cuts to doctors. One of the 
reasons they gave had been that the capitation fees 
did not' represent the net income of medical men, who 
had other expenses incidental to their profession. 
He had replied that the public would not accept that 
reason. As a result of the interview, however, he 
had seen the Chancellor of the Exchequer, who had 
agreed to accept a cut of 10 per cent, instead of a 
deduction of one-ninth, as set forth in the White 
Paper (Cmd. 3952 (1931)). He had then informed the 
Ins\irance Acts Committee by letter that this altera
tion would be sanctioned. The Insurance Acts Committee 
had come to him again and said they could not recommend 
the doctors to accept this concession, but he proposed 
to hold to the 10 per cent, and had made a statement 
to that effect in Debate the same day. 

The Cabinet took note of, and approved, 
the above arrangements. 



POLICE. 
Economies in 
pay of. 

[Previous 
Reference: 
Cabinet 61 
(51), Con
clus ion 1.) 

3. The Home Secretary informed the Cabinet that 
the Police cut was proceeding satisfactorily. The 
Metropolitan Police had asked permission to hold a 
Protest Meeting at the Albert Hall, but he thought 
that too much importance need not be attached to 
this, and the Chief Commissioner of Police had 
recommended that it should be permitted. The recent 
concession had given satisfaction. 

- 4 



URE MEETINGS 4. The Cabinet agreed to meet on the following 
TEE CABINET. 

dat es :-
MONDAY, SEPTEMBER 38th, 4-30 p.m., in the 

prime Minister's Room 
at the Pious e of Commons . 

TUESDAY, SEPTEMBER 29th, 4-50 p.m., in the 
Pr ime Minis t er's Ro om 
at the House of Commons , 

WEDNESDAY, SEPTEMBER 30th, The usual weekly Meeting 
at 10 Downing Street 
at 11 a.m. 

2, Whitehall Gardens, S.W.1, 
September 25, 1931. 



C R E T 50PY NO, 

G A B I N E T 65 (31). 

Meeting of the Cabinet to be held in the Prime 
Minister's Room, House of Commons, S.W.1., on 
MONDAY, SEPTEMBER 28th, 1931, at 4.30 p,m. 

AGENDA. 

1. FOREIGN AFFAIRS. (if required) 

2. SALARIES OF JUDGES. 
(Reference Cabinet 50 (3l) Conclusion 11) 
Memorandum by the Lord Chancellor 

(CP. 246 (31) - to be circulated) 

THE FINANCIAL AND POLITICAL SITUATION. 
(Reference Cabinet 62 (31) Conclusion 2) 
Memorandum by the Home Secretary 

(CP. 243 (31) - circulated herewith) 

4. THE BALANCE OF TRADE. 
(Reference Cabinet 62 (51) Conclusion 7) 

5. IRISH FREE STATE APPEALS TO THE JUDICIAL COMMITTEE 
OF THE PRIVY COUNCIL. 

(Reference Cabinet 55 (31) Conclusion 6 ) . 
Memorandum by the Secretary of State for 
Dominion Affairs 

(CP. 231 (31) - circulated herewith). 

1. 

NOTE. This is a list of questions requiring consideration 
during the next few days. 



6. ORGANISATION OF THE SUPPLY AND TRANSPORT COMMITTEE 
(Reference Cabinet 55 (31) Conclusion 17[. 

7. ORDER IN OOUNCIL RELATING TO RATES OF UNEMPLOYMENT 
INSURANCE CONTRIBUTIONS AND UNEMPLOYMENT INSURANOE 
BENEFIT. 

(Reference Cabinet 55 (31) Conclusion 3) 
Memorandum by the Minister of Labour 

(CP. 245 (31) - to be circulated). 

8. THE LONDON PASSENGER TRANSPORT BILL. 
(Reference Cabinet 58 (31) Conclusion 2). 
Note by the Secretary covering Departmental 
Memorandum by the Ministry of Transport, 

(CP. 214 (31) - already circulated) 
Memorandum by the Minister of Transport 

( C P , 241 (31) - circulated herewith). 

9. GOVERNMENT INFORMATION FOR THE GUIDANCE OF 
THE FOREIGN PRESS. 

Memorandum by the Secretary of State for Foreign 
Affairs 

(CP. 244 (31) - circulated herewith) . 

(Signed) M.P.A. HAN KEY. 
Secretary, Cabinet. 

Whitehall Gardens, S.W.1. 
25th September, 1931., 



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

an R E T. COPY NO. 

C A B I N E T 65 f 31) . 

Meeting of the Cabinet to be held in the Prime 
Minister's Room, House of Commons, S.W.1., on 

MONDAY, SEPTEMBER 28th, 1931, at 4.30 p.m. 

ADDITIONAL HEMS TO AGENDA. 

(i) RELATION OF PI1EMPL0YMENT BENEFIT TO COST OF LIVING. 
Memorandum by the Minister of Labour, 

(CP. 250 ( 31) - circulated herewith.) 

(ii) ECONOMY BILL. 
Scope of powers to be sought by Order in Council under the 
Bill to facilitate the savings in expenditure required 
from the Road Fund. 
Memorandum by the Minister of Transport. 

(Q.,Pv 248 (31) - circulated herewith.) 

(Sgd.) M.P.A. HAWKEY., 

Secretary to the Cabinet. 

2, Whitehall Gardens,. S...W.1. , 
September 28th, 1931, 
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C A B I N E T 65 (51). 

CONCLUSIONS of a Meeting of the Cabinet held in 
the Prime Minister's Room, House of Commons, 

on MONDAY, 28th September, 1931, at 
4.30 p.mo 

PRESENT:-

The Right Hon. J. Ramsay MacDonald, MoP. , 
Prime Minister. (In the Chair). 

me Right Hon. The Right Hon. 
Stanley Baldwin, M.P., Philip Snow&en, M.P., Lord President of the Chancellor of the Council. Exchequer. 

Phe Right Hon. The Right Hon. 
Sir Herbert Samuel, O.C.B. , Lord Sankey, G.B.E. , 
G.B.E., M.P. , Secretary Lord Chancellor. 
of State for Home Affairs. 

'he Most Hon. The Right Hon. 
The Marquess of Reading, Sir Samuel Hoare, Bt., 
G.C.B. , G.C.S.I. 9 G' C. I.E. , G.B.E. , C.M.G. , M.P. , 0

G.C.V.O., Secretary of State Secretary of State for 
for Foreign Affairs. India. 

he Right Hon. The Right Hon. 
J.H.Thomas, M.P., Neville Chamberlain, M.P., 
Secretary of State for Minister of Health. 
Dominion Affairs and 
Secretary of State for 
the Colonies. 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G.B.E., M.C. , M.Po , 
President of the Board of 
Trade. 

THE FOLLOWING WERE ALSO PRESENT; 
l r Henry Bebterton, Bt. , C.B.E. , Mr. P.J.Pybus, C.B.E., M.P. , 

, Minister of Labour. Minister of Transport. 
(For Conclusions 1 and 2 ) . (For Conclusion 6 ) . 

Plonel Sir M.P. A.Hankey , G. C.B. , G.C.M. G. , ............. Secretary. 



UPLOYMENT 

Ration to 
t of Living. 0S

previous 
f erence: 
rabinet 55 
(Si), Con
fusion 3.) 

Re

1. The Cabinet had before them a Memorandum by 
the Minister of Labour (CP.-250 (31)) pointing out 
that in the debates on the Economy Bill stress has 
been laid on the fact that the cut in Unemployment 
Benefit had been justified by the Prime Minister 
on the ground of the fall in the cost of living, 
and that the question had been pressed, and would 
arise in debate the same afternoon, whether, if the 
cost of living rises, the rate of benefit will be 
correspondingly increased. He proposed to reply on 
the following, lines:

"There has not up to the present 
been any increase in the cost of 
living, and the question is there
fore a purely hypothetical one. 
But, leaving this aside, it is 
necessary to bear in mind that the 
cost of living is not the only 
factor to be taken into account. 

The reduction of Benefit was not 
made only because the cost of living 
has fallen, though the fall in the 
cost of living mitigates the effect 
of the reduction. There is another 
and very important reason, and that 
is that the Fund will not carry 
Benefits on the present scale without 
recourse to borrowing — which it is 
absolutely imperative to stop — or 
without such an increase of contri
butions as would be quite unjustifiable 
in relation to the resources of those 
who have to pay these contributions 
while they are at work". 

The Cabinet approved that the 
Minister of Labour should take 
the above line in the Debate. 



2. The Cabinet had before them a Memorandum by 
the Minister of Labour (CP.-245 (51)) circulating 
for the approval of the Cabinet a draft of the Order 
in Council to be made under the Economy Act altering 
the rates of Unemployment Insurance contributions and 
benefit. 

The Cabinet considered that this was a matter 
for the Minister of Labour to settle, in consultation 
with the Chancellor of the Exchequer, who reported 
that the Treasury had agreed in the draft Order. 



ECONOMIES . 

Salaries of 
judges . 

(Previous 
Reference: 
Gabinet 50 
(31), Con
clusion 11.) 

f.ft. 

3, The Gabinet had before them a Memorandum by 
the Lord Chancellor (CP.-346 (31)) pressing for a 
re-consideration of the 20 per cent, cut in the 
Judges' salaries. 

The suggestion was made that reductions of 
this kind might be made easier of acceptance if 
salaries were accompanied by a statement setting 
forth the amount of the basic salary together with the 
amount of the emergency cut. It was suggested, 
however, that the income tax might be affected by 
adopting this method. The Chancellor of the 
Exchequer undertook to look into the proposal. 

The Cabinet were unable to vary their 
previous decision in favour of a reduction of 20$ 
in the salaries of Judges, and suggested that the 
Lord Chancellor might see the Judges, explain the 
circumstances, and point out that the new scale of 
salaries had been adopted to meet an emergency and was 
not to be regarded as permanent and final. 

-3



IRISH FREE 
STATE. 
Appeals to the 
judicial Com
njittee of the 
Privy Council. 

(Previous 
Reference: 
Cabinet 2 & 
(SI), Con
clusion St) 

4. The Cabinet took note of a Memorandum by 
the Secretary of State for Dominion Affairs (C.P.-231 
(31)) circulating for information a note of an inter
view he had had with two Senators who are among the 
leaders of the Southern Unionists in the Irish Free 
State and who had offered to visit him for the purpose 
of giving their views on the question of appeals to 
the Judicial Committee from the Irish Free State. 

-4



U SUPPLY 
U TRANSPORT 

previous 
reference: 
Cabinet 55 
0 0 , Con
slusion 1 7) . 

5. The Cabinet agreed that no nomination 
should be made to the post of Chief Civil 
Commissioner, but that the organisation should 
be under the control of the Supply and Transport 
Committee itself, of which the Home Secretary 
is Chairman; Sir John Anderson acting under his 
direction and authority as Executive Officer. 

- 5 



ippg LONDON 
PASSENGER 
PB0SPOKP 
BILL, 

(previous 
Reference: 
Cabinet 58 
(31), Con
clusion 2.) 

7 s £ % 

6 . The Cabinet had before them a Memorandum by 
the Minister of Transport (CP.-241 (31)) attaching 
a draft Motion for carrying over the London Passenger 
Transport Bill until the next Session of Parliament: 
together with an Opinion from Parliamentary Counsel 
to the effect that an Order in the terms of the 
draft Motion would enable the Bill to be resumed 
at the stage which it has now reached, notwithstand
ing that the dissolution of Parliament intervened, 
and stating the grounds for this Opinion. Attached 
also was a similar Motion adopted in 1903 in the 
ease of the Port of London (Hybrid) Bill, on which 
the Draft Motion for carrying over the London 
Passenger Transport Bill was founded. 

The Cabinet were reminded that at the end of 
the last Parliament a carry forward was allowed in 
the case of the London Traffic Bills promoted by 
the London County Council and the Underground 
group. These were strictly private Bills, but in 
fact remarkably analogous to the London Passenger 
Transport Bill. 

The Cabinet agreed that — 
(a) The Minister of Transport should 

have authority to introduce the draft 
Motion attached to C P . 2ki ( 3 1 ) for 
carrying over the London Passenger 
Transport Bill until the next Session 
of Parliament, provided that the 
Speaker's Counsel was satisfied that 
this course was in order; 

(b).The Minister of Transport should 
place himself in communication with 
the Parliamentary Secretary to the 
Treasury on the subject. 

a 



IDANCE FOR 7 . The Cabinet had before them a Memorandum by 
g FOREIGN 

the Secretary of State for Foreign Affairs (CP.-244 
(31)) containing proposals designed to give assistance 
to the foreign Press Correspondents in London with a 
view to their proper guidance as to any developments 
which may take place in this country and which may 
affect the trend of opinion abroad. The foreign 
Press Correspondents had asked for an extension of 
the facilities now provided at the Foreign Office 
Press Department so as to cover all branches of the 
Administration. The Secretary of State's suggestion 
was that a foreign Correspondent wishing to make 
special enquiries should apply in the first instance 
to the Foreign Office, who should then effect an 
introduction for him to a competent officer in the 
Department concerned. He suggested that each 
Department should give the subject immediate con
sideration. 

The Cabinet took note with appreciation 
that the Prime Minister would be willing 
from time to time to see representatives 
of the British and Foreign Press, in 
order to give them guidance; and 
invited Ministers at the head of Depart
ments to give immediate consideration 
to the Memorandum by the Secretary of 
State for Foreign Affairs. 



gg FINANCIAL
RATION. 

glanoe of 
de.ra

previous 
Reference:
Cabinet 62 
(51), Con
elusion 7 .) 

 8. The Cabinet had before them a First Report, 
dealing with the Balance of International Payments, 

 prepared by a Committee of the Economic Advisory 
Council on Economic Information (CP.-242 (51)). 

 It was suggested that the time was approaching 
 \vhen the Government ought to get in close touch with 

the Bank of England, with a view- to consultation and 
agreement on the general policy towards the future 
of sterling. It was suggested also that the Bank of 
England, in addition to its regular meetings with 
the Joint Stock Banks, should be in touch with industry 
on the question, with a view to a co-ordinated policy. 

The Chancellor of the Exchequer said that the 
Treasury was in close touch with the Bank of England. 
At the moment, when conditions were fluctuating, it 
was hardly practicable to settle a permanent policy. 
He would, however, watch the situation carefully and 
go into the matter. 

-8
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GOVERNMENT 
POLICY. 

f Previous 
Reference: 
Cabinet 62 
(31), Con
clusion 2. 

9. The Cabinet discussed the future policy of 
the Government, on the basis of Memoranda by the 
Home Secretary (CP .-243 (31)) and the Prime 
Minister (CP.-247 (31)). 

The subject was adjourned until 
the following afternoon, Tuesday, 
September 29th, at 4-30 p.m. 



WE INDIAN 
FINANCIAL 
SITUATION. 

(Previous 
Reference: 
Cabinet 63 
(3D) . 

10. The Secretary of state for India reported 
that at the moment the policy adopted by His Majesty's 
Government towards the rupee appeared to be going 
favourably. On September 28th there had been no 
sales of sterling in Bombay or Calcutta. Neverthe
less, he had received a telegram from the Government 
of India. Finance Department reiterating the reliance
they placed on the British assurance of support and 
stating that they regard as the acid test of the 
effectiveness of the British assurance the protection 
of their reserves of gold. In particular they asked 
whether His Majesty's Government was prepared to 
legislate in the present Session, and, if Parliament 
is dissolved, how- India could be protected during 
the interval before a new Parliament meets . He 
proposed to reply to the effect that no further 
answer v:as possible other than the assurances already 

given. He would point out that experience since the I] 
I 

Exchange opened seemed to indicate that the fears 
ill 

of the Indian Government Finance Department were 
exaggerated. He would further point out that His 
Majesty's Government have no power to advance credits j 
without legislation and that there was no possibilityf 

is 
-of legislation in the present Session. There was, 
however no reason to anticipate the need for such 
credits at present. He would refer to the assurances li ill 
already given to India and point out that the 
situation was constantly changing and would be 
watched from day to day . 

The Cabinet approved the general 
lines proposed by the Secretary 
of State for his reply. 

2, Whitehall Gardens, S.W.1, 
September 28, 1931. 
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C A B I N E T 66 (31). 

Meeting of the Cabinet to be held in the 
Prime Minister's Room, House of Commons, 
S.W.1., on TUESDAY, SEPTEMBER 29TH, 1931, 

at 4. 30 p.m. 

AGENDA. 

1. FOREIGN AFFAIRS. (if required). 

2. THE FINANCIAL AND GENERAL SITUATION. 
(Reference Cabinet 65 (31) Conclusion 9) 
Notes by the Prime Minister. 

(CP. 247 - already circulated). 
Memorandum by the Home Secretary. 

(CP. 243 (31)- already circulated). 
First Report of Committee on Economic 
Information of the Economic Advisory 
Council, dealing with the Balance of 
International Payments. 

(CP. 242 (31) - already circulated). 

3. TO TAKE NOTE OF 
ECONOMY BILL. Scope of powers to be sought 

by Order in Council under the Bill to 
facilitate the savings in expenditure 
required from the Road Fund. 
Memorandum by the Minister of Transport. 

(CP. 248 (31) already circulated). 

(Sgd. ) M.P.A. HANKEY; 
Secretary to the Gabinet. 



(THIS DOCUMENT IS THE PROPERTY OF HIS BRITANNIC MAJESTY'S GOVERNMENT) 

S E C R E T . Copy No. 

C A B I N E T 66" (51) . 

CONCLUSIONS of a Meeting of the Cabinet held in 
the Prime Minister's Room, House of Commons, 

on TUESDAY, September 2 9 t h , 1 931 , 
at A.30 p.m. 

PRESENT: -

The Right Hon. J. Ramsay MacDonald, M.P., 
Prime Minister. (in the Chair). 

The Right Hon. The Right Hon. 
Stanley'Baldwin, M.P., Philip Snowden, M.P.-, 
Lord President of the Chancellor of the 
Council. Exchequer. 

The Right Hon. The Right Hon. 
Sir Herbert Samuel, G.C.B., Lord Sankey, G.B.E., 
G.B.E.,M.P., Secretary Lord Chancellor. 
of State for Home Affairs. 

The Most Hon. The Right Hon. 
The Marquess of Reading, Sir Samue3 Hoare, Bt., 
G.C.B.,G.C.S.I.,G.C.I.E., G.B.E. ,C.M.G. ,M.P., 
G.C.V.O., Secretary of State Secretary of State for 
for Foreign Affairs. India. 

The Right Hon. The Right Hon. 
J.H. Thomas, M.P., Neville Chamberlain, M.P., 
Secretary of State for Minister of Health. 
Dominion Affairs and 
Secretary of State for 
the Colonies. 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G.B.E.,M.C.,M.P., 
President of the Board 
of Trade. 

Colonel Sir M.P.A. Hankey, G. C.B. ,G.CM. G. , ... Secretary. 



(WVEENMEHT l. The Cabinet resumed their -c-onsi-detation of POL ICY. 
Government Policy, and adjourned at 6 p.m. to 

(Previous enable certain enquiries to take place. 
Reference; 
Cabinet 65 
(31), Con
clusion 9). 



ECONOMY BILL. 2. The Cabinet took note of a Memorandum by the 
fplie Road Fund. Minister of Transport (CP,-248 (31)) on the subject 

of the scope of powers to be sought by Order in 
(previous 
Reference: Council under the Economy Bill to facilitate the 
Cabinet 55 
(51), Con- savings in expenditure required from the Road Fund, 
elusion 3.) 

2, Whitehall Gardens, S.W.1, 
September 29, 19 31. 
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C A B I N E T 67 (51)-. 

MEETING- OP THE CABINET to be held at 
No. 10, Downing Street, S.W.1, on 
WEDNESDAY, SEPTEMBER 30, 1931, at 

11 a.m. 

A G E N D A . 
1. FOREIGN AFFAIRS. (If required.) 

REDUCTIONS IN SERVICE.PAY AND PENSIONS. 
(Reference: Cabinet 62 (31) Conclusion 6.) 
Memorandum by the First Lord of the Admiralty 

(C.P.-252 (31) - circulated herewith.) 
Memorandum by the Secretary of State for Air 

(C.P.-254 (31) - circulated herewith.) 
Memorandum by the Secretary of State for War 

(CP.-255 (31) - circulated herewith.) 

3. REGULATIONS TO BE MADE UNDER THE UNEMPLOYMENT 
INSURANCE (ANOMALIES) ACT. 1951. 

(Reference: Cabinet 50 (31) Conclusion 13.) 
Memorandum by the Minister of Labour 

(CP.-251 (31) - circulated herewith.) 

4. THE FINANCIAL AND GENERAL SITUATION. 

TO TAKE NOTE OF -
THE INDIAN BUDGET: COTTON DUTIES. 

(Reference: Cabinet 64 (31) Conclusion 1.) 
Note by the Secretary of State for India, 
covering exchange of telegrams with the 
Viceroy. 

(CP.-249 (31) - already circulated.) 
(Signed) M.P.A.HANKEY, 

Secretary, Cabinet. 
J, Whitehall Gardens, S.W.1, 

September 29, 1931. 
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C A B I N E T 67 ( M ) . 

CONCLUSIONS of a Meeting of the Cabinet held at 
10, Downing Street, S.W.1., on WEDNESDAY, 

September 30th, 1931, at 11.0 a,m. 
PRESENT:-

The Right Hon. J. Ramsay MacDonald, M.P., 
Prime Minister. (in the Chair). 

the Right Hon. The Right Hon. 
Stanley Baldwin, M.P., Philip Snowden, M.P. ,
Lord President of the Chancellor of the 
Council. Exchequer. 

line Right Hon. The Right Hon. 
Sir Herbert Samuel, G.C.B., Lord Sankey, G.B.E., 
G.B.E.,M.P., Secretary Lord Chancellor. 
of State for Home Affairs. 

Ilhe Most Hon. The Right Hon. 
The Marquess of Reading, Sir Samuel Hoare, Bt., 
G.C.B.,G.C.S.I.,G.C.I.E., G.B.E.,O.M.G.,M.P., 
G.C.V.O., Secretary of State Secretary of State 
for Foreign Affairs. for India. 

[The Right Hon. The Right Hon. 
J.H. Thomas, M.P., Neville Chamberlain, M.P., 
Secretary of State for Minister of Health. 
Dominion Affairs and 
Secretary of State for 
the Colonies. 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G.B.E.,M.C.,M.P., 
President of the Board 
of Trade. 

THE FOLLOWING WERE ALSO PRESENT;. 
The Most Hon. The Right Hon. ^ 

The Marquess of Crewe, K.G.,' Lord Amulree, G.B.E.,K.C.y 
Secretary of State for War. Secretary of State for Air. , 

(For Conclusion 1). (For Conclusion 1). 
The Right Hon. Sir Henry Betterton, Bt. ,C1JB.JŜ 4 

Sir Austen Ghamberlain, K.G., M.P. , Minister of Labour.. 
M.P. , First Lord of the (For Conclusion 2). 
Admiralty. 

(For Conclusion 1). 

Djlonel Sir M.P.A. Hankey, G.C.B.,G,C.M,G, ,. Secretary. 



ffiOQNOMY.

Reduction in
Service Pay 
and Pensions. 

(Previous
reference 
Cabinet
52 (31)Conclusion 6). 

 I."v7ith reference to the Conclusion 

mentioned in the margin, the Cabinet had before 
 them the following documents relative to 

certain questions of reductions in Service 

Pay and Pensions which had arisen in connection 

with the Governments Economy proposals:-

A Memorandum by the First Lord of 
 the Admiralty (Paper C P . 352(31)). 

 A Memorandum by the Secretary of State 
 for Air (Paper C P . 254(31)) and 

A Memorandum by the Secretary of 
State for War (P;.-.per C P . 255(31)). 

The questions for determination by the Cabinet 

raised in these documents were :

(l) Pay: the precise interpretation 
of the Prime Minister's announcement 
in the House of Commons on 21st 
September, 1931, which was as follows:
"The Prime Minister: The Government 
have, as announced by me on Wednesday 
last, been examining details of the 
proposed scheme of reductions. There 
are undoubtedly classes of persons 
who are unfairly affected, and the 
Government have, in view of all the 
circumstances, come to the conclusion 
that the simplest way of removing just 
grievances is to limit reductions as 
regards teachers, police, and the 
three Defence Services, to not more 
than 10 per cent. This decision will 
not apply to the higher ranks of 
commissioned officers in the Defence 
Services. The balance of the Budget 
will be maintained." 

(2) Pensions: the proposed change of 
pension conditions for men who have 
already entered into their final 
engagement to complete time for pension. 

l o 



(3) The Period of Grace for men to 

decide as to re-engagement. 

In addition, the Memorandum by the Secretary 

of State for War informed the Cabinet of the course 

which the War Office and the Air Ministry proposed to 

take as to the Reserve pay and emoluments of kindred 

classes. 
(l) Pay - the interpretation of the 10 per cent 

decision - On tins question the First Lord of 
he himself and 

the Admiralty emphasised that/all concerned with the 
Navy ,/had construed the Prime Minister's statement to 

mean that "the men now receiving the 1919 scales 
of pay would continue to receive the se scales 
of pay for the future and in whatever rating 

they might hold, subject to a reduction which 
would be limited to 10/-6", and drew attention to 

the grave disappointment in the Naval Service

which would result if this interpretation was 

rejected. At the same time the Board of 

Admiralty did not see the same objection to a 

limitation of the concession to a man's present 

Service engagement on the ground that it would 

not be regarded as unfair that a man should be 

required to accept changed conditions as regards 

pay and pension when he comes to re-engage for 

a further periods 

The Secretary of State for War was in general 

agreement,so far as ,this question was concerned, with 

the First Lord*s interpretation of the Prime Minister's 

statement. 



The Secretary of State for Air, in his Memorandum, 

maintained that the concession announced by the Prime Minister 

was intended merely to limit the immediate reduction to be 
suffered by an individual on the 1st October next, and that it 
did not secure to him the continuance of 1919 rates less 10% 

on completion of a further incremental period or on promotion 

to a higher rating: in other words that the intention was to 

guarantee to a man that he shall in no circumstances receive a 

lower rate of substantive pay than his current 1919 rate less 

10 per cent. It was urged by Lord Amulree in support of this 

view (l) that the concession had been made for the purpose 

of relieving hardship: (2) that the greatly Increased cost 

of the Admiralty and War Office interpretation was unfair to 

the Exchequer: (3) that acceptance of this interpretation 

may produce repercussions in the case of other classes of 

State and other public Servants; and (4) that as regards the 

Air Ministry there was no prospect of finding additional 

savings to fill the gap. 

(2) Pensions - In this case the First Lord of the 

Admiralty contended that the Government should reverse 

the decision that men already in their final engage

ment qualifying them for pension shall not have the 
benefit of the scheme in force when they entered 
upon that engagement, but shall be pensioned on a 
different basis which reduced the amount of pension 

that t he Government in some cases by as much as 16?6, and/should revert 
to the principle of the May Committee's recommendation 
as laid do?/n in the White Paper, namely that "the 
pensions rates of men in the Service will in future 
be determined by the scheme in force at the date 
when the man enters upon his final 



engagement which qualifies him for pension". 
The Secretaries of State for War and Air, on the 

other hand, favoured the retention of the GovernmentTs 
decision in the matter, on the understanding that the 
concession that service prior to October 1st (or the 
date specified) should count at the 1919 rates, stands. 

(3) Period of Grace. The Secretary of State for 
War agreed v/ith the First Lord that men 
already eligible, to re-engage on or before 
September 30, 1931, should be allowed some 
period after September 30 within which to 
decide whether to re-engage, and that if 
they do so within that period they should 
be allowed to earn pension at the same rates 
as men already re-engaged. The Secretary of 
State for Air was prepared to acquiesce in 
this concession, but warned the Cabinet that 
the result might be to encourage applications 
from men, who might not otherwise have done 
so, to re-engage and secure the benefit of 
the higher rate of pension. 

T% was suggested that, in interpreting and apply
ing directions of this kind, the Defence Services 
should do so after consultation with one another. 

The Cabinet agreed —-
P A Y . 

(a) That, in view of the widespread acceptance 
throughout the ranks of the Wavy and Army 
of the following interpretation of the 
Prime Minister's statement, namely, that 
"The men now receiving the 1919 scales of 
pay will continue to receive these scales 
for the future and in whatever rating or 
rank they might hold, subject to a reduc
tion which would be limited to 10 per cent", 

it would be politically impossible to place 
any other construction on the statement. 
Since in some cases important categories 
of personnel would be worse off than under 
the original decision, the option of the 
19S5 rates should continue to be given 
throughout a man's career until re-engagement. 



(b) To take note that the three Defence 
Departments are agreed in any case 
that on entering into a fresh agreement, 
that is to say, on extension of service 
or on re-engagement, sailors, soldiers 
and airmen who enlisted before October, 
1925, shall come on to the 1925 scales 
of pay. 

P E N S I O N S . 

(e) That the pension rates of men in the 
Defence Services discharged to pension 
in future shall be determined by the 
scheme in force at the date when the 
man enters upon his final engagement 
which qualifies him for pension. 

(d) That men already in the final term of 
engagement shall receive on discharge 
a pension on the 1919 scale in respect 
of the whole of their service. 

(e) That men who were eligible on the 30th 
September, 19 31, to re-engage should 
be allowed a period of grace, suited 
to the needs of the Service, in which 
to decide whether to re-rengage or not. 

G E N E R A L. 
(f) That the Admiralty should be authorised 

to subscribe a sum of £5,000 to the Royal 
Naval Benevolent Trust, in order to ease 
the hardships in the case of some of the 
married men under 25 (who do not receive 
marriage allowance) whose pre-1925 rates 
are being cut, on the understanding that 
the subscription would be smaller next 
year and would disappear the year after. 

(g) That the First Lord of the Admiralty, in 
replying to Parliamentary Questions on 
the subject, should, if possible, confine 
himself to mentioning his intention to 
issue an Order to the Fleet, but if he 
should find himself compelled to give 
further details, should make clear that 
the new Orders are in pursuance of the 
Prime MinisterTs pledge. He should avoid 
mentioning the subscription to the Royal 
Naval Benevolent Trust. 

(h) To take note that, owing to the rise in 
the price of petrol and the general 
pressure on Air Votes, the Secretary 
of State for Air did not expect to be 
able to find additional savings to 
compensate for the expenditure involved 
in the above decisions. The Secretary 
of State was asked to do his utmost in 
the matter. 

- o



2. The Gabinet had before them a Memorandum by 
the Minister of Labour (CP.-251 (31)) asking the 
approval of the Cabinet to a draft of Regulations 
(copies of which were attached to the Memorandum) to 
be made under the Unemployment Insiirance (Anomalies) 
Act, 1931, which he was anxious to make without delay 
in order to realise the consequent economies in Benefit. 

The Cabinet authorised the Minister 
of Labour to make the Regulations 
attached to CP.-251 (31)). 



OBEI&N 3. The Secretary of State for Foreign Affairs 
-FAIRS . 

said that a few days ago he had had conversations 
Pf opos ed 

sit to with the American and French -Ambassadors on the 
vis by 
e Secretary subject of a statement made in Parliament by the 

Chancellor of the Exchequer as to the desirability 
ssible 
ternational of an International Conference on Currency. The 
nf erence 
Currency. French Ambassador, who, he thought, had previously 

^&C3^5-. consulted with the American Ambassador, had suggested 
wevi ous 
Reference: that as M. Laval was leaving for Washington on 
abinet 60 
31), Con- October 12th it might be desirable^ before he left, 
lusion 8 
3).) for him to have an informal conversation with the 
Pj^ Secretary of State. After consultation with the 

^ ( J J Y . Prime Minister the Secretary of State had intimated 
that if he were invited to visit Paris he would 
accept. His visit would have to take place early 
next week, after M. Laval's return from Berlin and 
before he left for Washington. The Secretary of 
State was at present discussing with the Chancellor 
of the Exchequer the nature of the subjects to be 
discussed on his visit to Paris . 



Uvg INDIAN 
BUDGET . 

I Cot ton Duties 

(previous 
Ref erenee: 
Gabinet 64 
(31), Con
clus ion 1.) 

4.The Gabinet took note of a Memorandum by the 
Secretary of State for India (C.P.-249 (31)) circulat
ing for the information of his colleagues copies of 
private and personal telegrams exchanged with the 
Viceroy on September 26th. on the subject of Cotton 
Duties. 



5. After the President of the Board of Trade 
had explained to the Cabinet the measures he had 
taken to secure the co-operation of trade interests 
in keeping the price of food as low as possible, 
and had indicated that nevertheless rises in prices 
of bacon and some other foodstuffs must be expected 
in the near future, the Cabinet discussed the question 
of the advisability, before Parliament rises, of 
taking powers to deal with, any case of exploitation 
that might arise — although there was no evidence 
of such at the present time. There was general 
agreement that it would not be advisable to obtain 
these powers by an amendment to the Emergency Act, 
since that Act could only be put in operation by 
Royal Proclamation declaring an emergency. It was 
thought that all that was necessary could be achieved 
by a short Bill on the analogy of Clause 1 (3) of the 
Gold Standard (Amendment) Act, 1931, and limited to 
a fixed period of time, such as six months. 

The Cabinet agreed — 
That a short Bill should be passed 
during the present Session of 
Parliament to deal with the 
possibility of exploitation of the 
public in essential foodstuffs.. 



OvERNMEM? 6. The Cabinet agreed in the terms of a state
g S l K E S S . 

ment to be made by-the Prime Minister in the House 
previous of Commons the same afternoon as to the future 
Reference: 
Cabinet 60 business of the Session (Appendix). 
(31), Con
clus ion 6 .) 

PR.. 
7 ^ ) x 



50NOMY BILL. 
,3Ue of Orders 
I council. 

[previous 
reference: 

Cabinet 60 
(31), Con
lulus ion 6.) 

F.R. 

7. Tlae Prime Minister raised the qtiestion as to 
whether Departments were satisfied that the one 
month provided for in the Economy Bill allowed 
sufficient time for the preparation and careful 
scrutiny of the various Orders in Council that had 
to be issued. If there were any doubts on the 
question it would be necessary to ask the House of 
Lords to extend the period from one month to two 
months. 

The Cabinet were informed that all Departments 
concerned had expressed themselves as satisfied 
with the time allowed, and that several of the 
Orders in Council were included in the business of 
the Meeting of the Privy Council arranged for the 
following morning. 

-11
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8. The Cabinet resumed their consideration of 
future Government policy. The discussion was 
adjourned in order to enable certain consultations 
to take place. 



MEETING 9. The Gabinet agreed — 
ABINET . 

That their next Meeting should 
be held on THURSDAY, OCTOBER 1st, 
at 6-30 p.m. in the Prime Minister' 
Room at the House of Commons. 

Whitehall Gardens, S.W.1, 
September 30, 19 31. 



APPENDIX. 

BUSINESS OP THE HOUSE. 

The National Economy Bill has passed this House 
and by the end of the present week we hope to obtain the 
Finance Bill and the necessary Supplementary Estimates. 
The only business in view at the moment which will then 
remain to be disposed of before this session can be 
brought to an end is 

the Consolidated Fund (Appropriation) Bill and 
the Sunday Performances (Temporary Regulation) Bill 
It would appear quite feasible for this Business 

to be concluded by 7/ednesday next:-

Monday Sunday Performances Bill; 2nd Reading. 
5th Oct. 
Tuesday Sunday Performances Bill; Committee & 
6th Oct, 3rd Reading. 

Appropriation Bill; 2nd Reading. 

Wednesday Appropriation Bill; remaining stages. 
7th Oct. 

There will also be a short Bill to deal with the 
-possibility of exploitation of the public in articles of 
food of general consumption. I feel that this will meet 
with general approval and not require much Parliamentary 
time. 

If any additional business is necessary an 
announcement will be mad- at a later date. 
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CONCLUSIONS of a Meeting of the Cabinet held in 
the Prime Minister!s Room, House of Commons, 

on THURSDAY, October 1 s t , 1 9 5 1, at 
6.3O p.m. 

PRESENT;-
The Right Hon. J. Ramsay MacDonald, M.P., 

Prime Minister. (in the Chair). 
The Right Hon. The Right Hon. 

Stanley Baldwin, M.P., Philip Snowden, M.P., 
Lord President of the Chancellor of the 
Council. Exchequer. 

The Right Hon. The Right Hon. 
Sir Herbert Samuel, G.C.B., Lord Sankey, G.B.E., 
C-.3.E. ,M.P., Secretary of Lord Chancellor. 
State for Home Affairs. 

The Most Hon. The Right Hon. 
The Marquess of Reading, Sir Sarauel Hoare, Bt., 
O.C.B.,G.C.S.I.,G.C.I.E., G.B.E. ,C.M.G. ,M.P. ,
G.G.-V.O. , Secretary of State Secretary o: State for 
for Foreign Affairs. India. 

The Right Hon. The Right Hon. 
J.H. Thomas, M.P., Neville Chamberlain, M.P. ,
Secretary of State for Minister of Health. 
Dominion Affairs and 
Secretary of State for 
the Colonies. 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G.B.E.,M.C.,M.P., 
President of the 

" Board of Trade.-

THE FOLLOWING WERE ALSO PRESENT:
he Right Hon. The Right Hon. 
Sir Archibald Sinclair, Bt., Sir John Gilmour, Bt.,D.S.O. 
C.M.G,,M.P., Secretary of M.P., Minister of Agricultur 
State for Scotland. and Fisheries. 
(For Items 1 and 2 ) . (Por Items 1 and 2). 

olonel Sir M.P.A. Hankey, G.C.3. ,G.C.M.G. , Secretary. 



I
,gg COLORADO 

ôpos ed 
ponibition 
f Import 
I potatoes, 

r o m to.,  f
pane e. 

1 .The Cabinet had before them a Memorandum by 
the Minister of Agriculture and Fisheries (CP .-256 
(31)) drawing attention to the rapid spread of the 
Colorado Beetle in France towards the Channel, which 
had caused much alarm among potato growers here. He 
proposed the following measures for the protection 
of our crops 

(i) Complete prohibition of the entry of 
French potatoes, for the whole year. 

(ii) Prohibition of the entry of nursery 
stock and living plants, if grown 
within 200 kilometres from an 
outbreak, also for the whole year. 

(iii) Prohibition of the entry of raw 
vegetables (including salads, tomatoes 
and aubergines) if grown within 200 
kilometres of an outbreak, but only 
for the period from the 15th March 
to the 14th October, when the Beetle 
is active. 

The result would be to keep out French imports to 
the value of about £1,000,000, or slightly more. 
This compared with a total of imports from France 
last year of £49,000,000. To meet a small Treaty 
complication it might be necessary, as a matter of 
form, to bring Orders relating to the United States 
into line with Orders relating to France. 

The Department of Agriculture for Scotland and 
the Ministry of Agriculture for Northern Ireland were 
understood strongly to support the measures proposed 
above, and the Foreign Office and the Board of Trade 
were reported not to object to them if they were 
considered necessary. 

The French Ministry of Agriculture had asked to 
be allowed to discuss the whole subject with the 
Ministry of Agriculture and Fisheries before action 
was taken, and the Minister was expecting to see 
their representatives in London early next week. 
Before seeing them he asked for the general approval 
of the Cabinet to the above proposals. 



The Minister of Agriculture and Fisheries 
informed the Cabinet that if the French pressed 
for it one or two trivial concessions might be made 
on his proposals without any grave addition to our 
risk. Possibly the district round Avignon might be 
excluded for a time. It was pointed out, however, 
that if that were done there was a risk that produce 
from the prohibited areas might be brought into the 
Avignon district for exportation. 

The Minister of Agriculture and Fisheries was 
asked to consider once more and assure himself as 
to whether it was necessary to prohibit the importa
tion of nursery stock, living plants and raw vege
tables from so large an area as 200 kilometres from 
an outbreak. 

The Cabinet approved generally 
the policy proposed by the 
Minister of Agriculture and 
Fisheries in CP.-256 (SI) . 



KEW. 
jhe Royal 
Botanical 
Gardens . 
proposed Free 
Admission of 
School Children 
under Instrue
tion. 

2. The Prime Minister availed himself of the 
presence of the Minister of Agriculture and Fisheries 
to draw attention to a Question in Parliament on the 
previous day, asking if, for revenue purposes, a 
fee for admission to the Royal Botanical Gardens 
at Kew could he re-imposed. The Minister had replied 
that he had decided to re-impose, as from Monday 
next, an admission fee of Id. except on Students' 
Days, when the admission fee would continue to he 
6d, and on the four Bank Holidays when admission 
would be free. 

The Prime Minister said he had been informed 
that teachers of botany in schools were in the 
habit of conducting classes of school-children to 
the Royal Botanical Gar-dens, thus combining 
instruction with a day in the open air. It had 
been represented to him that the charge of an 
admission fee would put an end to this desirable 
form of instruction. 

The Minister of Agriculture and 
Fisheries was requested by the 
Cabinet to examine whether it 
would be possible to remit the 
fee in the ease of children 
under instruction. If he found 
this possible it was suggested 
that he should announce his 
decision in reply to a Question 
in Parliament. 



FUTURE 
GOVERNMENr 

POLICY. 

(Previous 
Reference: 
Cabinet 67 
(31), Con
olusion 8.) 

3. The Cabinet resigned their discussion on the 
future policy of the Government. 

The Secretaries of State for Home Affairs and 
Foreign Affairs, who had separately conferred with 
Mr Lloyd George at Churt in the interval since the 
previous Meeting of the Cabinet, informed their 
colleagues of the results of their consultations. 

The Cabinet then proceeded to discuss the nature 
of the programme on which an appeal to the country 
might be made by the National Government. 

At 7.30 p.m. an adjournment was made for the 
preparation of a draft formula by a Committee composed i 
of the Prime Minister, the Home Secretary and the 
Minister of Health. 

On resumption at 10.45 p.m. the Prime Minister 
informed the Cabinet that the Committee had prepared 
a formula, the Home Secretary having stated that his 
assent was provisional, pending consultation with his 
colleagues . 

The Lord President of the Council said that he 
and his Conservative colleagues were prepared to 
accept it. 

The Nome Secretary and the Secretary of State for 
Foreign Affairs said that in the very brief interval, 
about a quarter of an hour, since the completion "of 
the formula, they had discussed it with Ministers who 
were members of the Liberal Party There had not been 
sufficient time, however, for them to consider pro
perly the important points raised. 

Stress was laid on the political importance of 
an early decision, but in the circumstances the 
Cabinet agreed to adjourn until the following 
day, Friday, October 2nd, at 2.30 pfm., on the 



understanding that there should be a definite 
decision at that meeting, and that, if the Liberal 
Ministers were not in a position to present 
their reply on the formula, it should be assumed 
that their answer is in the negative. 

The Prime Minister asked that the utmost 
reticence might be observed by all concerned as to 
the content of the formula. 



THE KING'S 
SPEECH. 

(Previous 
Reference: 
Cabinet 63 
(30), Con
clusion 1 & 
Appendix.) 

f-R. 
2.7 ^ 

4. The Prime Minister reminded his colleagues 
that in the event of prorogation of Parliament being 
decided on, a King's Speech would be required. 
He suggested that the Secretary to the Cabinet 
should be instructed to collect the material. He 
proposed that the KingTs Speech should be very brief 
and limited to Bills which had been passed in the 
present Session of Parliament to meet the emergency, 
together with a reference to the Indian Round-Table 
Conference and the Foodstuffs (Prevention of ExploLta
tion) Bill. 

, Whitehall Gardens, S.W.1, 
October 1, 1931. 
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C A B I N E T 69 (31). 

Meeting of the Cabinet to be held in the 
Prime Minister's Room, House of Commons, 
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1. - THE FINANCIAL AND GENERAL SITUATION. 
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(Signed.) M.P.A. HANKEY, 
Secretary, Cabinet. 

2, Whitehall Gardens, S.W.1. , 
October 2nd, 1931. 
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CONCLUSIONS of a Meeting of the Cabinet held in 
the Prime Minister1s Room, House of Commons, 

on FRIDAY, 2nd October, 1 9 3 1 , at 
2 . 3 0 p.m. 

PRESENT:-. 

The Right Hon. / The Right Hon. 
Stanley Baldwin, M.P., Philip Snowden, M.P., 
Lord President of the Chancellor of the 
Council. Exchequer. 

The Right Hon. The Right Hon. 
Sir Herbert Samuel, G.C.B., Lord Sankey, G.B,E., 
G.B.E.,M.P., Secretary of Lord Chancellor. 
State for Home Affairs. 

The Most Hon. The Right Hon. 
The Marquess of Reading, Sir Samuel Hoare, Bt., 
G.C.B.,G.C.S.X.,G.C.I.E., G.B.E.,C.M.G..M.P., 
G.C.V.O., Secretary of State Secretary of State for 
for Foreign Affairs. India. 

The Right Hon. The Right Hon. 
J.H. Thomas, M.P., Neville Chamberlain., M.P. ,
Secretary of State for Minister of Health.. 
Dominion Affairs and 
Secretary of State for 
the Colonies. 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G.B.E. ,M.C. ,M.P. ,. 
President of the 
Board of Trade. 

Colonel Sir M.P.A. Hankey, G.C.B. ,G.CM.G. Secretary 

/ Arrived late in the meeting. 



FOREIGN
AFFAIRS. 

—
Proposed Visit
to Paris by 
the Secretary
of State. 

(Previous
Reference: 
Gabinet 6 7
( 3 1 ) , Con
clusion 3 ) .

 1 . The Secretary of State for Foreign Affairs 

 informed, the Cabinet that the French Ambassador 
 had visited him that day with an invitation from 

 M. Laval to visit Paris next Wednesday and 
confer with him and M. Briand and M. Flandin 

 on economic and financial questions. The 
 Secretary of State had indicated that he would 
 accept the invitation. 

- 1 



ixtra terri tor iali ty 

previous 
Reference: 
Cabinet 34 
(51) , Gon
clusion 2 ) , 

a. 

2 , Tlie attention of the Gabinet was drawn 
to a telegram to the British Ambassador at 
Pekin, despatched on the 3 0 t h September, (No. 2 9 ^ ) , 

implying that the policy of surrendering 
extraterritoriality privileges in China was 
accepted, and the request was made that before 
the question was finally decided the Cabinet 
should be consulted. The Secretary of State 
for Foreign Affairs recalled that there existed 
an initial agreement on the subject, but he 
undertook that before he took a final decision 
he would consult the Cabinet. 

- 2 



3 . At the request of the Lord Chancellor the 
1IARIES. 

Cabinet took note of the following Memorandum 
previous ( C . P . 257 ( 3 1 ) : 
deference: 
Cabinet 65 "Having regard to the discussion which took 
(51), Gon
jlusion 3) , place at the Cabinet on this matter,/ I 

F.R. think it desirable that the observations 
which follow should be placed on record. 

I do not in any way desire to contest 
the decision reached by the Cabinet. 

The 20$ cut may be criticised on the 
ground that it inflicts undue hardship 
upon the individual judge; and on the 
ground that it will make it more difficult 
even than it was before to maintain the 
high standard of the Bench when vacancies 
occur. 

But the principal ground for objection 
is, in my view, the fact that it is an 
infringement of a principle, which forms one 
of the safeguards of the Constitution, that 
the position of the judge should be secure and 
unaffected by political movements. There 
are grave reasons for the fear that to regard 
the position or salary of a judge as subject 
to change without his consent by reason of 
the political necessities of the moment may 
lead to an inroad on the impartiality of 
the Bench. 

Sankey," 



FUTURE 
GOVERNMENT 
POLICY . 

(Previous 
Reference: 
Cabinet 68 
(31), Con
elusion 3.) 

f.R. 

4. The Cabinet resumed consideration of the 
political situation. 

In the absence of the Prime Minister, who was 
fulfilling an urgent political engagement in his 
constituency, the Lord President of the Council 
occupied the Chair during the greater part of the 
Meeting, including the first part of the discussion 
referred to in this Minute. On the arrival, late 
in the Meeting, of the Chancellor of the Exchequer, 
who had been engaged in the Chamber of the House of 
Commons, the Lord President invited him, owing to 
his more detached position in the matters at issue, 
to take the Chair, 

The Home Secretary reported that that morning 
he had met the Liberal Ministers, and, later, a meet

by most 
ing attended ? of the Liberal Members of Parliament. 

Following ' these meetings he and the Secretary 
of State for Foreign Affairs submitted a variant of 
part of the formula prepared on the previous evening 
by the Drafting Committee of the Cabinet, which had 
been under consideration at the end of the Meeting 
referred to in the margin. 

The formulae dealing with the crucial question 
of tariffs, as submitted by the Drafting Committee 
and by the Liberal Ministers respectively, are 
given below. In order to show the setting in which 
the two formulae appear, the agreed parts of the 
Drafting Committee's formula are also included. 
The two alternatives are shown in parallel columns 
and continue straight on from the preceding passage 
after the full-stop. 

"In present conditions, while the reactions 
of our departure from the gold standard are 
still obscure, it is impossible to specify 
in detail the measxires which it may be 
necessary to take in order to solve these 



problems. But the Government, composed 
as it is of men of different Parties, who 
have come together to try and serve the 
interests of their country, appeal now to 
their fellow countrymen and countrywomen 
to trust them in this crisis, without 
hampering them by pledges which would tie 
their hands in this or that respect. We 
ask for a mandate to carry through whatever 
plans may appear to us to be best adapted 
to effect the purposes we have described. 
We shall, if we receive such a mandate, 
exclude nothing beforehand. 

(Drafting C ommittee) (Lib era 1, Minis tersj 
We ask for power to deal Strong efforts should be made with and control imports, to secure the lowering of 
whether by prohibition, tariff barriers abroad. If 
tariffs, or any other it should be found necessary 
measures which may be by the Government, having 
necessary. regard to conditions now 

prevailing, to restrict 
imports, we ask for power to 
adopt any measures which the 
situation may require, whether 
by prohibition, tariffs or 
otherwise. 

We recognise that in any case control of 
otir imports would not provide a complete 
solution of our difficulties, and we place 
also in the front rank of our aims the 
improvement of our industrial and agricul
tural organisation, and the linking up, so 
far as may be found possible, of our own 
home production with that of the other 
countries of the Empire, in order to 
utilise to the full the whole resources of 
the British Commonwealth". 

The discussion of the two formulae disclosed a 
difference between the point of view of the Conserva
tive and Liberal members of the Cabinet which it was 
not found possible to reconcile. 

The Conservative Ministers stated frankly that 
they considered the original words of the Drafting 
Committee did imply that the next Parliament would be 
expected to effect the control of imports, whilst 
leaving the widest discretion as to the means by 
which such control should be exercised. They further 
stated that they attached so much importance to this 
implication that they could not agree to the change 
proposed by their Liberal colleagues, which left open 
the question of whether imports should be dealt with 
and controlled by the next Parliament at all. 

- 5 



The position of the Liberal members of the 
Cabinet may be summed up as follows . They had been 
glad to co-operate in the effort to restore and 
safeguard the public finances. They considered that 
the Government should have continued with this work 
without any question of an early General Flection 
having been raised. If, however, the Prime Minister 
decided that a Dissolution was necessary, they would 
unanimously support him in an appeal to the nation 
to send to power a strong and stable Government drawn 
from men of all Parties Should it prove to be 
necessary, in spite of the de-valuation of the £, to 
adopt exceptional measures in order to redress any 
adverse balance of trade, they would support such 
measures without precluding any proposal that was 
likely to be effective. To meet their Conservative 

colleagues, however, they had gone further. Greatly 
against their will they had been prepared to ask from 
the electorate power for the next Parliament to deal 
with imports not in relation to the balance of trade 
only, but generally also, as was shown by their draft 
formula (right-hand column above) . They pointed out 
that (as mentioned above) the Conservative Ministers 
had made their position quite clear, that they could 
not accept any formula which failed to imply that 
there must and would be a restriction of imports by 
the next Parliament, bo+b in respect (as they under-* 
stood the views of their Conservative colleagues) 
of the balance of trade and otherwise. It was 
true that their Conservative colleagues did not 
insist that this restriction must necessarily be 
imposed by tariffs only. Since, however, prohibi
tion of imports was known to be impracticable on 
account of Treaties, and no-one favoured Import Boards, 
and no other form of restriction of imports had been 



suggested, the intention of the Conservative Ministers 
could only be to deal with the matter by tariffs. 
The Liberal Leaders pointed out, therefore, that 
they were to be required to call upon their followers 
to vote for a Government and a Parliament which was 
pledged to introduce tariffs. In other words, instead 
of the National Government going to the country to 
secure a mandate to complete its present work and to 
prevent the Opposition coming into power, the 
Election would be fought also on the Tariff issue, 
with the Liberal Leaders supporting that policy. 
They had not entered the National Government on any 
such understanding, and they felt strongly that they 
should not be put in the position of appearing to 

refuse to 
/maintain unity for the reason that they objected to 
this policy. 

The question was discussed in all its aspects, 
from the point of view of the position that would, 
arise in the constituencies during the Election, as 
well as from that of the working of the alternative 
formulae after a National Government had been 
returned to power, and prolonged efforts were made 
to reconcile the two points of view. At one point 
an adjournment was made for twenty minutes with this 
object. It was not found possible, however, to break 
the deadlock. 

. In adjourning at 5 p.m. the Cabinet agreed — 
(a) To instruct the Secretary to report 

the resrflts of the discussion and 
the respective points of view of the 
Liberal and Conservative members of 
the Cabinet to the Prime Minister 
immediately on his return from his 
constituency: 

(b) That, pending the return of the Prime 
Minister, no^statement should be made 
to the Press by or on behalf of any 
member of the Cabinet. 



Having regard to the intense 
strain at which the Prime Minister 
had had to work during the last few 
days, the Cabinet refrained from 
any recommendation that a Meeting 
should be summoned on Saturday or 
Sunday. 

Whitehall Gardens, S.W.1, 
October 2, 1931. 
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Meetingof the Cabinet to be held in the Prime 
Minister'a room, House of Commons, S.W . 1 ' . , on MONDAY, 

October hth, 1 9 3 1 , at 9.3O p.m. 

* c. a 

A G E N 0 A. 

1. UNEMPLOYMENT INSURANCE. 
(Reference Cabinet 67 ( 3 1) Conclusion 2 ) . 

Memorandum by the Minister of Labour, 
covering draft Order in Council. 

(CP. 2o0 ( 3 1 ) - already circulated), 

2 . GOVERNMENT POLICY. 
(Reference Cabinet 69 ( 3 1) Conclusion 4 ) . 

3. THE KING'S SPEECH. 
(Reference Cabinet 63 ( 3 1 ) Conclusion 4 ) . 

Note by the Secretary, covering first draft 
of the King's Speech on the Prorogation of 
Parliament. 

(CP. 2o1 ( 3 1 ) - to be circulated). 

(Signed) M.P.A. HANKEY, 
Secretary, Cabinet. 

Whitehall Ga rd ens, S.W . 1 . 

5th October, 1931 . 
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CONCLUSIONS of a Meeting of the Gabinet held in 
the Prime Minister's Room, House of Commons, 

on MONDAY, October 5 t h , 1 9 3 1 , at 
9 , 3 0 p,m. 

PRESENT:-
The Right Hon. J. Ramsay MacDonald, M.P., 

Prime Minister. (In the Chair).-
The Right Hon. The Right Hon. 

Stanley Baldwin, M.P., Philip Snowden, M.P., 
Lord President of the Chancellor of the 
Council. Exchequer. 

The Right Hon. The Right Hon. 
Sir Herbert Samuel, G.C.B., Lord Sankey, G.B.E., 
G.B.E.,M.P., Secretary of Lord Chancellor. 
State for Home Affairs. 

The Most Hon. The Right Hon. 
The Marquess of Reading, Sir Samuel Hoare, Bt., 
G.C.B.,G.C,S.I.,G.C.I.E., G.B.E.,C.M.G.,M.P., 
G.C.V.O., Secretary of State Secretary of State for 
for Foreign Affairs. India. 

me Right Hon. The Right Hon. 
J.H. Thomas, M.P., Neville Chamberlain, M.P., 
Secretary of State for Minister of Health. 
Dominion Affairs and 
Secretary of State for 
the Colonies. 

The Right Hon. 
Sir Philip Cunliffe-Lister, 
G.B.S.,M.C.,M.P., 
President of the 
Board of Trade. 

polonel Sir M.P.A. Hankey, G. C.B. ,G. C M . G. , Secretary. 



FUTURE 
GOVERNMENT 
POLICY. 

f Previous 
Reference: 
Cabinet 69 
(51), ;onelusion 4.) 

1. The Prime Minister informed the Cabinet that 
the efforts he had been making ever since the last 
Meeting had not reso.lted in agreement on a formula 
on control of imports, by tariffs or otherwise, on 
which the National Government could go.to the country 
on a united platform. There were, therefore, three 
possible courses open to the National Government:

(i) To break up into its constituent 
Parties: 

(ii) To remain in office without a General 
Elestion, boldly to confront critics 
and to put in hand the national and 
international measures necessary for 
the stabilisation of the £ sterling 
and the establishment of British credit, 
incltiding those necessary to restore 
the balance of trade: 

(iii) To go to the country on the general 
policy on which the Cabinet were 
unanimous, leaving discretion to the 
various Parties to deal with control 
of imports and tariffs on their own 
lines. 

The first course did not commend itself to the 
Cabinet. The news from the City was not satisfactory; 
the value of the £ sterling had depreciated and the 
principal Government Stocks were falling. Prom 
Germany and other foreign countries disquieting 
reports were being received. In these circumstances 
it was felt unanimously that the National Government 
must not relinquish its task, and there was an earnest 
desire to find a basis of agreement. It was recognised 
also that with every day' s. delay the situation was 
deteriorating and that a decision was necessary that 
evening. 

Against the second c'ourse strong objections were 
urged. Whether the country as a whole desired a 
General Election or not, it was generally known at 
home and abroad that the Cabinet for more than a week 

http://reso.lt


had been trying to reach agreement as to the programme on 
which it could go to the country. If a decision were now 
taken to remain in office it would be known that the real 
cause was failure to reach agreement. In such circum
stances the Cabinet, it was felt, would not possess the 
confidence at home and abroad or the security of tenure 
necessary to enable it to carry through the national and 
international measures to stabilise the £ sterling, 
including the promotion of an International Conference on 

, currency problems. 
In these circumstances the Prime Minister felt that a 

General 
/ Election must be held and that the National Government 
must appeal for a mandate to take all measures for the 
stabilisation of the £ sterling, with nothing excluded. 
The Parties composing the National Government must be left 
discretion to deal with the question of restriction of 
imports and of tariffs each in its own way — a course 
which, it was pointed out, was by no means unknown in 
political life abroad. 

The Cabinet agreed — 
(a) That the Prime Minister should recommend 

the Fing to prorogue and dissolve Parlia
ment on"Wednesday, October 7. According 
to a calculation sxibmitted to the Prime 
'Minister by the Parliamentary Secretary 
to the Treasury, this would result in 
Nomination Day on Friday, October 16, and 
Polling Day on Tuesday, October 27. 

(b) That the date to  be inserted in the Proclamav

tion for the Dissolution of Parliament for 
the re-assembly of the new Parliament shovild 
be Tuesday, November 3. The election of the 
Speaker would take place, and the swearing-in 
of Members would begin, on that date'. The 
Address would be moved on Monday, November 9. 

(NOTES. (i) The date to be inserted in the Prorogation Order
in Council for the re-assembly of Parliament is 
a purely nominal one, as Parliament will be dissolved 
immediately after Parliament has risen. Tuesday, 
October 27, is the nominal date to be inserted in 
the Order. 

(ii) It is possible to postpone the date of re-assembly 
of Parliament later, if desired.) 



(c) That the Prime Minister should 
issue a Manifesto setting forth 
the general policy of the National 
Government. This should contain a 
statement of the policy, on which 
the Cabinet are unanimous, for the 
stabilisation of the £ sterling and 
for establishing British credit, and 
should ask for a free hand, nothing 
excluded. The question of restric
tion of imports by tariffs or other
wise should be dealt with in general 
terms, and no attempt should be made 
to embody an agreed formula. 
Latitude should be left to the 
Leaders of the three Parties to 
deal with this question in their 
own statements of policv 

(d) That the Prime Minister, the Lora 
President of the Council and the 
Home Secretary should meet on the 
following day at 12 noon to consider 
the Prime Minister's Manifesto. 

(e) That the Secretary to the Cabinet 
should inform the Clerk of the Crown 
at once that the Writs for the General 
Election should be ready for issue 
on Wednesday, October 7. 

(f) That no official announcement of 
the above decisions should be made 
to the Press until the Prime Minister 
had seen the King. The announcement 
would be made in Parliament, probably 
on Wednesday, October 7. In view of 
the great public interest in the 
matter, however, there was no 
objection to its becoming known at 
once that the Cabinet had reached 
agreement. 

(g) To congratulate the Prime Minister 
on the successful issue of his 
unremitting efforts to obtain 
unanimity. 



""HE KINGT S 
SPEECH. 

(Previous 
Reference: 
Cabinet 68 
(51), Con
elusion 4.) 

2. The Cabinet had before them a draft of 
The King's Speech on the Prorogation of Parliament 
(CP.-261 (SI)) (Appendix I) . 

The draft was discussed paragraph by paragraph 
and the following alterations were agreed to:-

Page 1. Line 8. For "prudent statesmanship" 
put "wise statesmanship". 

Line 15. Omit the words "of the utmost 
gravity". 

Line 16. Omit the word "deep" before 
"anxiety". 

Page 2. Line 1. For "our country" put "the 
country". 
Omit the word "whole-heartedly". 

.. Lines 2 & S: For the words "in the vital 
task of re-establishing our 
financial and eeonomic position 
in which the livelihood of 
My people is involved" put 
"to the utmost of his power 
in restoring prosperity to 
the nation". 

Lines 5 & 6 . For the words "for the essential 
purpose of securing the balance 
of our national Budget" put 
"necessary to balance the 
National Budget". 

LinesM11 to 13. For the words "insure the 
public against any abuse of 
the financial situation in 
respect to the supply or price 
of articles of food or drink 
of general consumption" put 
"ensure the public against 
exploitation in regard to the 
supply or price of certain 
articles of general consumption". 

Subject to the above alterations 
the Cabinet approved the draft of 
The King's Speech for submission 
to His Majesty. A copy of the draft 
as approved by the Cabinet is attached 
in Appendix II. 



NEXT MEETING 3. The Cabinet agreed -
OP CABINET. 

To meet on the following evening, 
TUESDAY, OCTOBER 6 at 6 p.m., in 
the Prime Minister's Room at the 
House of Commons. 
The Secretary was instructed to 
place on the Agenda, among other 
subjects, the question of Export 
Credits: also the question of 
Cabinet Arrangements during the 
General Election. On this latter 
question he was instructed to 
circulate a Memorandum on 
precedents. 
In order that the Cabinet might 
he aware of the financial position 
and outlook, the Prime Minister 
informed his colleagues that he 
and the Chancellor of the Exchequer 
had arranged to see the Deputy 
Governor of the Bank of England 
and Mr Peacock on the following 
morning. He invited the Lord 
President of the Council and the 
Home Secretary to be present or 
to nominate a colleague to represent 
them, 

2, Whitehall Gardens, S.W.1, 
October 5, 1931. 
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- S E C R E T 
0.P.-261 (31) 

APPENDIX I, FIRS? DRAFT. 

C A P I N E T . . 

DRAFT OF TEE rPMGTS SPEFCF OH 
PROROGATION OF PARLIAMENT, 

OCTOBER, 1951. 

My Lords and Members of the House of Commons. 
My relations with foreign Powers continue to 

be friendly. 
I have been following with interest and sympathy 

the resumed deliberations of the Round Table Conference. 
I trust that joint endeavour may produce an agreement 
on a plan which will commend itself to the judgment of 
prudent stat esmanship. 

Members of the House of Commons. 
I thank you for the provision you have made 

for the public service. 
My Lords and Members of the Roiase of Commons. 
/In the last few weeks My People have been 

called upon to face a financial and economic crisis 
of the'utmost gravity, which continues to give cause 
for deep anxiety. ' The measures taken by My Ministers, 
with the support of Parliament, to meet this emergency, 
involve sacrifices from every member of the community. 
I am confident that as on former occasions in the 



history of our country, ever3r citizen -will -whole
heartedly co-operate in the vital task of re-establishing 
our financial and economic position in which the 
livelihood of My People is involved.-7 

I have given my Assent to measures for the 
essential purpose of securing the balance of our 
National Budget. 

An Act has been passed to amend the law relating 
to the Gold Standard. 

My Assent has also been given to a measure to 
insure the public against any abuse of the financial 
situation in respect of the supply or price of articles of 
food or drink of general consumption. 

In bidding you farewell I earnestly commend you 
to the merciful protection and guidance of Almighty God. 



S E C R E T . 
APPENDIX II. C.P. 261 (31). 

SECOND DRAFT. 

C A B I N E T , 
DRAFT OP THE KING[S SPEECH ON PROROGATION 

OF PARLIAMENT, OCTOBER. 1931. 

My Lords and Members of the House of Commons. 
My relations with foreign Powers continue to be 

friendly. 
I have been following with interest and sympathy 

the resumed deliberations of thfe Round Table Conference. 
I trust that joint endeavour may produce an agreement on 
a plan which will commend itself to the judgment of wise 
statesmanship. 

Members of the House of Commons. 
I thank you for the provision you have made for 

the public service. 
My Lords and Members of the House of Commons. 
In the last few weeks My People have been called 

upon to face a financial and economic crisis which con
tinues to give cause for anxiety. The measures taken by 
my Ministers, with the support of Parliament, to meet this 
emergency, involve sacrifices from every member of the 
community. I am confident that as on former occasions in the 



history of the country., every citizen will cc-opers/te' 
to the utmost of his power in restoring prosperity 
to the nation. 

I have given my Assent, to^meaaures.,.necessary 
to balance the National Budget. 

An Act has been passed to amend the law 
relating to the Gold Standard. 

My Assent has also been given to a measure to 
ensure the public against exploitation in regard to 
the supply or price of certain articles of general 
consumption. 

In bidding you farewell I earnestly commend you 

to the merciful protection and guidance of Almighty God. 



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

S E G R E T  . COPY NO 

C A B I N E T 71 (31). 

Meeting of the Cabinet to be held in the Prime Minister's 
Room, House of Commons, S.W.1., on TUESDAY, OCTOBER 6th, 

1931, at 6. 0 p*m0 

AGENDA. 

1. THE KING'S SPEECH. 
(Reference Cabinet 70 (31) Conclusion 2 ) . 
Second draft of the KingTs Speech on the 
Prorogation of Parliament. 

(CP. 261 (31) - circulated herewith) 

2. UNEMPLOYMENT INSURANCE. 
(Reference Cabinet 67 (31) Conclusion 2) 
Memorandum by the Minister of Labour 
covering draft Order in Council. 

(CP. 260 (31) - already circulated) 

EMERGENCY BUSINESS. 
N$t£ by the Secretary on Emergency Arrangements 
during a' General Bl-fectlon. 

(CP. 262 (31) - circulated herewith). 



(Reference Cabinet 62 (5l) Conclusion. 5 ) * 
Note by the Secretarys 

( C P. 263 (3l) - to be circulated. ) 
The following papers have already been 

circulated -
Note by the Secretary covering Resolutions 
adopted by the Three-Party Sub-Committee of 
the Committee of Imperial Defence. 

(CP. 207 (31)). 
Despatch from Lord Tyrell  enclosing s

French Memorandum on Disarmament Conference. 
(C P . 256 (31)). 

Memorandum by the First Lord of the Admiralty 
on the Political Aspects of the French 
Memo r andum. 

(CP. 227 (31)). 
Others are ready for circulation or 

in preparation. 

(Signed) M.P.A. EANKSY. 
Secretarys Cabinet. 

2 5 Whitehall Gardens, S.V01. 
6th October, 1031. 



JHIS JDOOTMEKT IS THE PROPERTY OP HIS BRITANNIC MAJESTY S GOVERNMENT) 

S E C H E T COPY NO, 

C A B I N E T 71 (5.1). 

Meeting of the Cabinet to.be. held in the Prime Minister's 
Room, House of Commons, S.W.1. , on TUESDAY, OCTOBER 6TH, 

1931, at 6.0 p.m. 

ADDENDA. TO AGENDA. 

Add the following additional items 
(i) EXPORT CREDITS. 

(Reference Cabinet 70 (31) Conclusion 3) 

(ii) IMPERIAL TAR GRAVES COMMISSION. 
(Reference Cabinet 55 (31) Conclusion 1C), 
Question to be raised by the Secretary of 
State for Dominion Affairs. 

(Signed) M.P.A. HANKEY. 
Secretary, Cabinet. 

2, Whitehall Gardens, S,W.-1 
6th October, 1931. 
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.?;:IS D0CUI.ZSI7T IS TH3 PROPERTY OF HI8 BRITAiVNIC LiAJESTYTS GOVERNMENT.) 

S 2 C R S T, COPY HO, 

C B I IT E..T 71. . . . (31). . 

GOITCLUSICiTS of a He e ting of the Cabinet lie Id in. 
the Prime Minister's Room, House of Commons, 
on TUESDAYy October 6th, 1 9 3 1 , at 6.0 p.m. 

PRESENT;-

The Right Hon. J . Ramsay MacDonald, M.P., 
Prime Minister. (in the Chair). 

be Right Hon. The Right Hon. 
Stanley Baldwin II.P., Philip Snov/den, M . P . 
Lord President of the Chancellor of the 
Council^. Exchequer, 

be Right Hon. ?he Right Hon. 
Sir Herbert Samuel, G.C.B., Lord Sankey, G-.B, 

 M , P G.B. . Secretary Lord Chancellor. 
of State for Home Affairs. 

he Right Hon. The Sight Hon. 
Sir Samuel Hoare, Bt. J. II. Thomas, M 0P0 ,
G.B.I 0 ill O O c, 1\J. O J- Secretary o? Hate for o 5Secretary of-State for Dominion Af rs and 
India Secretary o tate for 

the Color5e 
he Right Hon. The Right Iion0 

Heville Chamberlain  M.P, Sir Philip Cunliffe-Lister 
Minister of health. 

s s 

G.B.E. 
President of the Board 
of Trade. 

FOLLOWING WERE ALSO PRESENT: 

he ibst Hon. The Right Hon. 
The Marquess of Crewe, K.G., Lord Amulree, G.B.E., K.C., 
Secretary of State for .7ar Secretary of State for Air. c 

(For conclusions 3^ 4 & 5) (For Conclusions 3,4 if': 5) 
he Right lion. Sir lienry Betterton, Bt., C.B. 
Sir Austen Chamberlain^ K.G., M* P ., Minister of Labourc 
IVIOPO, 1'irst Lord of the (For Conclusion. 2 ) 
Admiralty. 

(7/or Conclusions 3  4 c: 5) S

Polonel Sir H.R.A. Eanlcey, 0.0,3., G.C M.0. o o o * o o ; o o ? o Secretary. o  0 



THE EINGTS 
SPEECH. 

(Previous 
Reference: 
Cabinet 70 
(31), Con
elusion 2 .) 

1. Tlie Cabinet Had before tliem a second revise 
of the draft of the King's Speech on the Prorogation 
of Parliament (CP.-261 (31)) (Appendix) . 

The Prime Minister informed the Cabinet that the 
King had approved the draft. 

The Cabinet desired to suggest no alteration in 
The King's Speech as accepted by His Majesty. 

- 1 



ECONOMY. 
national 
Ins urano e 
(National 
Economy) 
(No.2) Order, 
1931. 

(previous 
Reference: 
Cabinet 67 
(31), Con
clusion 2.) 

2. The Cabinet had before them a Memorandum by 
the Minister of Labour (CP.-260 (31)) covering a 
draft of the Order in Council, mentioned in the margin, 
to be made under the Economy Act, together with an 
Explanatory Memorandum. In the Memorandum it was 
explained that, in accordance with the White Paper 
(Cmd. 3952) the Order limits Insurance Benefit to 26 
weeks in the benefit year, applies to transitional 
payments a needs test to be operated by the Public 
Assistance Authorities, and provides that any deficiency 
in the Insurance Account of the Unemployment Insurance 
Fund should be made good by the Exchequer. 

The Cabinet considered whether it might not be in 
the public interest to postpone for a short time the 
making of this Order. They were informed, however, 
that in any event the Order would probably not come 
into operation before November 12th, and that every 
week's delay would involve a loss of £200,000. In 
these circumstances delay was considered inadvisable. 

The Cabinet invited the Minister of Health and 
the Minister of Labour to consider the inclusion in 
the Regulations, which would follow the Order in. 
Council, of a general direction that the interviewing 
by Public Assistance Committees of applicants for 
Transitional Benefit should not take place in a.Poor 
haw institution, unless in exceptional cases . They 
were further invited to consider whether such 
exceptional cases could be made subject to the special 
permission of the Minister, and the Minister of Health 
undertook to see what could be done to meet the views 
expressed. 



The Minister of Labour was also asked to consider 
whether it was practicable to make any amelioration 
of the instruction as to the enquiries to be made 
regarding the circumstances of applicants for 
Transitional payments set forth in paragraph 1 (4) 
of the draft Order in Council. The Minister of Labour, 
however, did not think anything could be done in this 
direction, as the terms of the Order are based on 
previous announcements contained in the White Paper 
or in statements made in Parliament. 

Subject to the above, the Cabinet agreed — 
To approve that the draft Order in 
Council attached to CP.-260 (31) 
should be made as soon as possible. 



DISARMAMENT 
POLICY. 
Procedure. 

(Previous 
Reference: 
Cabinet 62 
(31), Con
elusion 5.) 

f.R. 

7^(3,) 6. 

3. The Cabinet had before them a Note by the 
Secretary (0.';P*-S63 (31)) on the subject of the 
procedure to be adopted during the Election in connec
tion with the preparations for the Disarmament 
Conference. 

The Cabinet also had before them the following 
Papers that had been circulated:-

Resolutions adopted by the Three-
Party Sub-Committee of the Committee 
of Imperial Defence (CP.-207 (31)). 
A Despatch from Lord Tyrrell, enclosing 
a French Memorandum on the Disarmament 
Conference ( C P .-236 (31)) which had 
been communicated by M. Briand to the 
Secretary of State on July 15th and 
subsequently published. 
A Memorandum by the First Lord of the 
Admiralty on the Political Aspects of 
the French Memorandum (CP.-227 (31)). 

As all the Ministers concerned who are Members 
of the House of Commons would be absent in their 
constituencies during the General Election, the 
Cabinet agreed 

(a) That an Interdepartmental Committee, 
composed of officers and officials 
who have worked with the Sub-
Gommittee of the Committee of 
Imperial Defence, and/or such 
other representatives as the 
Ministers at the head of the 
Departments concerned may designate, 
should form a Sub-Committee of the 
Committee of Imperial Defence to 
continue the work of preparation 
for the Disarmament Conference in 
its interdepartmental aspects; 

(b) That Mr. Alex Cadogan of the Foreign 
Office, or in his absence some other 
member of the Sub-Committee, should 
act as Chairman. 

- A 



ADMIRALTY 4 . The First Lord of the Admiralty made a 
ECONOMIES. 

report to the Cabinet as to the results of enquiries 
(Previous in the Home Ports into the recent unrest in the 
Reference: 
Gabinet 6"2 Atlantic Fleet, following the reductions in 
( 3 1 ) , Con
clusion 6). naval pay; and as to forthcoming movements of 

; the Fleet. 

- 5 



IMPERIAL WAR 
GRAVES COM-
MISSION. 
(Previous 
Reference: 
Cabinet 55 
(31), Con
clusIon 19 .) 

5. The Chancellor of the Exchequer informed the 
Cabinet that, as promised at the Meeting referred to 
in the margin, he had looked into the question of the 
contribution to the Imperial War Graves Commission. 
While he did not suggest any alteration in the sum 
paid annually for the maintenance of the Imperial War 
Graves, he thought that in the present financial 
situation, especially when the £2,500,000 to be found 
from miscellaneous economies was still far from com
plete, it was only right that the annual contribution 
of £300,000 towards the Endowment Fund (which had 
already been paid for the current finane Jal year) 
should be suspended for the next two or three years. 
This would not affect the upkeep of the War Graves, 
which was provided for by the sum paid for their 
maintenance. The Chairman of the Imperial War Graves 
Commission and the First Commissioner of Works, who 
is a member, were reported in the circumstances to 
have approved this proposal. 

The Cabinet were informed that the Dominions 
attached the utmost importance to the completion of 
the Endowment Fund. They had already paid up the 
whole of their share of the capital of £5,000,000. 
Australia, notwithstanding the financial embarrass
roents of the present year, had paid her final contri
bution. Canada and other Dominions had done the same. 
A default on this payment would, It was suggested, 
be regarded as a breach of faith in the Dominions 
and might be badly received at home. In addition, 
the French Government had at times expressed doubts 
as to whether successive Governments would be willing 
to maintain the cemeteries, but had been reassured 
by the decision to create the Endowment Fund. 



It was suggested, however, that it was not impossi
ble that the representatives of the Dominions on the 
Imperial War Graves Commission might make a spontaneous 
offer to hand back the whole, or the greater part, 
of the annual contribution to the United Kingdom. 

The Cabinet invited the Secretary of 
State for War, as Chairman of the 
Imperial War Graves Commission, to 
take such steps as he thought best
to ascertain whether this course 
would commend itself to the Commis
sion, which was to meet on the 
following :afternoon. 



CABINET ARRANGE-
MENTS DURING 
A GENERAL 
ELECTION. 

(Previous 
Reference: 
Cabinet 18 
(29), Con
elusion 9 .) 

6. The Cabinet had before them a Note by the 
Secretary (C.P.-262 (31)) containing a description 
of the procedure adopted during the last three Genera] 
Elections for the transaction of Cabinet business 
during the period of the Election. 

The Cabinet agreed — 
(a) That a Committee composed of -

The Prime Minister (for major questions 
only), 

The Lord Chancellor, 
The Chancellor of the Exchequer, 
The Secretary of State for Foreign 

Affairs, 
The Secretary of State for India, 
The President of the Board of Trade, 
together with any other members of 
the Cabinet who might be available, 
and other Ministers according to 
the nature of the business, with 
a representative of the Treasury 
in attendance 

should form a nucleus 
(i) for handling Cabinet business 

during the Election, including 
questions of principle submitted 
by candidates to the Party 
Organisations: 

(ii) to make such arrangements as it 
might think best for establishing 
liaison with the Party Organisa
tions concerned: 

(iii) to deal with ordinary Cabinet 
business during the Election, 
unless it is of such importance 
as to render necessary the 
summoning of the full Cabinet. 

(b) That no attempt should be made to arrange 
with the Opposition Party for the reduc
tion in the number of questionnaires to 
be answered by candidates. 



7. The President of -the Board of Trade drew the 
attention of the Cabinet to the large amount of export 
credits being given to Russia, and the dimensions of 
the potential commitment assumed by the Treasury, 
which gave some cause for misgiving in view of the 
Russian adverse balance of trade during the last six 
months and the world-wide economic and financial crisis. 
The Export Credits Guarantee Department was now 
working to a limit of £11,000,000 of credits to 
Russia. The Parliamentary Secretary to the Department 
of Overseas Trade considered that this figure should 
not be exceeded. If our hands had been free it would 
have been desirable to put pressure on Russia to use 
the credits she obtained here from sales of her produce 
to finance her requirements instead of granting credits. 
The Government's hands, however, were not free. The 
late Government had entered into a quasi engagement to 
finance by means of export credits, 2 to 2^ years' 
duration an engineering programme of £6,000,000 for 
Russia. Some £4,000,000 of commitments had already 
been entered on, and some firms had begun work on 
contracts in confident anticipation that credits would 
be granted out of the remaining £2,000,000. When the 
£6,000,000 credit was exhausted the aggregate export 
credits to Russia would total £12,000,000. He suggested 
that the Export Credits Department and the Advisory 
Committee should be instructed that as soon as the 
limit of £12,000,000 had been reached, in view of the 
world financial and economic situation, the length of 
credit to be given to any country should not exceed 
12 months. This would apply to all countries, and 
would not be directed specifically against Russia. 
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The President of the Board of Trade also suggested 
that it would be necessary in the near future to 
reconsider the whole basis of trade between this 
country and Russia. Russia sold here for cash three 
or four times as much as she bought here on credit, 
and it was well worth considering whether future trade 
between the two countries could not be directly related . 
He would like authority to request the Department of 
Overseas Trade to consider whether a scheme for relating 
Russian sales to Russian purchases could be devised. 

The Chancellor of the Exchequer supported the 
proposal of the President of the Board of Trade. He 
had considerable apprehensions as to the extent of 
these credits to Russia. The world economic situation 
was deteriorating, and he felt it was a heavy risk to' 
carry. Consequently he agreed with the President of 
the Board of Trade that there should be no extension 
on the 2̂ 5 years basis beyond the existing obligations. 
It appeared improbable that Russia could obtain'her 
requirements elsewhere on the basis of long-term credits 
as Germany was not in a position to give them. Mr Ford, 
who had undertaken very large contracts for Russia, 
had informed him that he had never given more than ten 
months' credit. In spite of the long credit terms we 
had given, we had a large adverse balance Of trade 
with Russia, whereas the United States had a favourable 
trade balance. The Russians were using the money they 
obtained here from the sale of produce of various kinds 
to obtain Dollar Credits . 

After a short discussion the Cabinet agreed — 
(a) To approve the proposal of the President 

of the Board of Trade, supported by the 
Chancellor of the Exchequer, that on the 
completion of the credit scheme of 
£6,000,000 of engineering work for 
Russia the length of the"export credits 
accorded to Russia and other countries 
should be limited to twelve months: 

-10



(b) To authorise the President of the 
Board of Trade to request the 
Department of Overseas Trade to 
submit a scheme on -the lines 
indicated above. 

-il



NEXT MEETING 8. In view of the arrangement? recorded in 
OF CABINET. 

Conclusion 5 for the transaction of Cabinet business 
during the General Election, the Cabinet agreed 

That no further Meeting should be 
arranged, and. that the Prime Minister 
should remain responsible for summon
ing the Cabinet whenever he deemed 
necessary . 

2, Whitehall Gardens, S.W.1, 
October 6, 1931. 


