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

August 1 9 t h , 1931 , at 1 1 . 0 a.m. 
PRESENT:-

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

The Right Hon. 
Philip Snowden, M.P., 
Chancellor of the 
Exchequer. 

The Right Hon. 
J.H. Thomas, M.P., 
Secretary of State for 
Dominion Affairs. 

The Right Hon. -
Lord Parmoor, K.C.V.O., 
K.C., Lord President 
of the Council. 

The Right Hon. 
J.R. Clynes, M.P., 
Secretary of State for 
Home Affairs. 

The Right Hon. 
Tom Shaw, C.B.E.,M.P., 
Secretary of State for 
War. 

The Right Hon. 
Arthur Greenwood, M.P., 
Minister of Health. 

The Right Hon. 
Christopher Addison, M.P., 
Minister of Agriculture 
and Fisheries. 

The Right Hon. 
W. Graham, M.P., 
President of the 
Board of Trade. 

The Right Hon. 
William Adamson, M.P., 
Secretary of State for 
Scotland. 

The Right Hon. 
Herbert Morrison, M.P., 
Minister of Transport. 

R.B. Howorth, C.B. .C.M.G. ,

The Right Hon. 
Arthur Henderson, M.P., 
Secretary of State for 
Foreign Affairs. 

The Right Hon. 
Lord Passfield, 
Secretary of State for 
the Colonies, 

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

The Right Hon. 
W. Wedgwood Benn, D.S.O., 
D.F.C.,M.P., Secretary of 
State for India. 

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

The Right Hon. 
Margaret Bondfield, M.P., 
Minister of Labour. 

The Right Hon. 
H,3. Lees-Smith, M.P., 
President of the Board 
of Education. 

The Right Hon. 
A.V. Alexander, .M.P. 
First Lord of the 
Admiralty. 

The Right Hon. 
George Lansbury, M.P., 
First Commissioner of 
Works. 

The Right Hon. 
T. Johnston, M.P., 
Lord Privy Seal. 

 Deputy Secretary. 



NATIONAL 
EXPENDITURE. 

Report of the 
May Committee 
on National 
Expenditure. 

(previous 
reference: 
Cabinet 40(51 
Conclusion 10 

The Cabinet met in circumstances of 

exceptional gravity and urgency to consider 

the recent serious developments in the 

financial situation of the country. In this 

connection there were circulated to the members 

of the Cabinet at the meeting a most secret 

memorandum (Paper C P . 203 (51)) containing 

suggestions for balancing the Budget, prepared 

by the Cabinet Committee under the Chairmanship 

of the Prime Minister, which had been appointed 

at the meeting referred to in the margin, 

to examine the Report of the Committee on 

National Expenditure, and to report thereon to 

the Cabinet as soon as possible. 

The meeting of the Cabinet which began 

at 11.0 a.m. continued until 10.30 p.m. with 

short adjournments at mid-day and at 7.0 p.m. 

- At the outset of the proceedings special 

emphasis was laid on the vital importance in the 

national interests, of safeguarding the secrecy 

of the facts and figures disclosed to the 

Cabinet, and it was agreed, that the copies of 

the most secret memorandum mentioned above, 

should be returned to the Deputy Secretary after 

the conclusion of the meeting. 

The Prime Minister, the Chancellor of the 

Exchequer and other members of the Cabinet 

Committee, explained the grave character of the 

financial position, the reasons for immediate 
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action and the- various measures, designed to secure 
budgetary equilibrium, which in the view of the Committee 
must be taken forthwith if public confidence at home and 
abroad is to be re-established and a financial crisis of 
the first magnitude averted. 

The Cabinet reviewed the problem as a whole in all 
its bearings and in the course of a very full discussion in 
which all members of the Cabinet participated, consideration 
was given, inter alia, to the political and economic 
reactions of the suggestions in C P . 203 (31) and also to 
other matters, such as proposals for Debt Conversion and a 
Revenue Tariff, connected therewith. 

In the course of the discussion it became clear 
that while the Cabinet were prepared, though with reluctance, 
to accept as a temporary measure to meet the present 
emergency, certain of the economies set out in C P . 203 (31) 
(subject in certain cases to further consultation between 
the Chancellor of the Exchequer and the Departmental 
Ministers concerned), the Cabinet were not prepared to 
entertain the main recommendations of the May Committee in 
regard to Unemployment Insurance, including the proposal 
(rejected by the Cabinet Committee) for a reduction of 
benefits, and also a suggestion that persons who have fallen 
out of insurance should be handed over to the Public 
Assistance Authorities. It was also argued amongst other 
things that in the case of Transitional Benefit, the 
arrangements in contemplation would involve financial 
burdens on the local authorities which the great majority 
of those authorities would be unable to bear. 



The Conclusions reached by the Cabinet may be 
summarised as follows:

1. The Cabinet adopted the Conclusion reached by the 
Cabinet Committee that the Budget must be 
balanced by the application of the principle of 
a common sacrifice and effort. 

2. With regard to the points set out in Paper No. 
C P . 203 (31), the Cabinet agreed 

(i) INCREASED REVENUE. 
To take note of and approve generally 
the proposals for the provision of 
increased revenue by means of additional 
direct and indirect taxation contained 
in C P . 203 ( 3 1 ) , in the light of 
explanations given by the Chancellor of 
the Exchequer in the course of the 
discussion. 

Certain Members of the Cabinet intimated 
that their acceptance of the proposed 
economies was conditional on effect being 
given in principle to the proposals 
concerning direct taxation. 

(2) ECONOMIES. 
(A) (i) Unemployment Insurance. 

To approve the finding of the Cabinet 
Committee that the May Committee's 
suggestion for a reduction of 20$ in 
the average rate of benefit (saving 
£14,900,000 p. a.) should not be 
entertained; 
(ii) To accept the following items of 
economy in C P . 203 (31) under the 
heading of Unemployment Insurance:-

Reform of Anomalies £ 3 , 0 0 0 , 0 0 0 
Limitation of benefit from -
Fund to 26 weeks i0 ,000 ,000 x 
Increase of contributions 15 ,000 ,000 /
Premium (subject to (iii) 

teelow 2 , 5 0 0 , 0 0 0 

(iii) After careful consideration of the 
objections which had been raised in the 
course of the discussion to the arrange
ments contemplated in the case of 
Transitional Benefit, various suggestions 
were made for dealing with the matter 

figure of £ 8 , 0 0 0 , 0 0 0 i n C P . 203 (51) becomes £10 ,000 ,000 xn 
frequence of the d e c i s i o n that no r e d u c t i o n i n r a t e s of b e n e f i t 
to be made. The s a v i n g i s to the Fund, not to the Exchequer. 

jlooo,000 of t h i s £15 ,000 ,000 i s i n r e s p e c t of Unemployment 
I p t r i b u t i o n s f a l l i n g on the Budget. 
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based on (a) the retention of a saving of at 
least £20,000,000 p.a. to the Exchequer, 
and (b) the worker's contribution being 
further increased from lOd. now proposed to 
1/-, the additional 2d. so provided plus a 
deduction of 1/- from the benefit payable to 
persons in receipt of benefit, to be devoted, 
together with the Treasury contribution, to 
financing a Transitional Benefit Scheme. 
After considerable discussion the Cabinet 
agreed to invite a Committee consisting of :-

The Minister of Labour, 
The President of the Board of Trade, 
The Lord Privy Seal, 
The Minister of Health, 

to devise a scheme which in its financial 
results will relieve the Treasury of the 
£20 millions for Transitional Benefit and to 
report thereon to the Prime Minister by noon 
on Thursday, August 20th. 

(B) Education. 
The Cabinet were warned by the President of 

the Board of Education and the Secretary of State 
for Scotland of the difficulties that would be 
experienced in securing a reduction of 20 per 
cent, in teachers1 salaries. It was made 
clear that apart from teachers' salaries 
substantial economies could not be realised 
on the Education Votes, and the Cahinet were 
invited to give the Ministers concerned some 
margin within which to negotiate. The Cabinet 
felt, however, that it was not practicable 
to make any concession in regard to these 
services and accordingly agreed:

(a) That the economy to be effected on 
the Education Vote for England and 
Wales should stand at £11,400,000; 

(b) That a corresponding reduction, 
estimated, at £1,500,000, should be 
required in the case of the Vote of 
the Scottish Education Department. 

(C) University Grants. 

The Cabinet invited the Chancellor of the 
Exchequer to discuss with the President of 
the Board of Education the question of the 
proposed deduction of £250,000 in the case 
of the Vote for Universities and Colleges. 

(D) Roads. 

The Cabinet were warned that the effect of 
applying the proposed reduction of £7,800,000 
in the case of the Road Fund must involve a 
reversal of policy with regard to important 
road schemes. The'Cabinet agreed that the 
reduction of £7,800,000 in the estimate of 
the Road Fund must be effected. 



(E) Fighting Services. 

The Cabinet were infowned that it would 
only he possible to effect the further 
reductions of £2,000,000 in Navy Votes, 
£2,000,000 in Army Votes and £1,000,000 in 
Air Ministry Votes, (over and above the 
£4,000,000 recommended by the May Committee), 
by stopping works and new construction and 
reducing personnel in Service industrial 
establishments. The Cabinet agreed to 
adopt the saving of about £4,000,000 
recommended by the May Committee in the case 
of the Fighting Services and to invite the 
Secretary of State for War, the Secretary of 
State for Air and the First Lord of the 
A-dmiralty to confer with the Chancellor of 
the Exchequer with regard to the additional 
economies of £5,000,000 suggested in -
C P . 203 (31). 

(F) Police. 
The Cabinet adopted the saving of £500,000 

per annum in 1952, rising to over £1,000,000 
per annum in 1953 in the case of the Police 
services. \ 

(Gr) Forestry. 
On the understanding that no serious 

interference will be involved in the arrange
ments of the Forestry Commission for the 
raising of plants and other nursery activities, 
the Cabinet agreed to approve the saving of 
£500,000 on the Vote of the Forestry 
Commission. 

(H) Unemployment Grants Committee. 
. The Cabinet agreed to approve the saving 

of £500,000 per annum on the Vote of the 
^Unemployment Grants Committee. 

(I) Ministry of Agriculture and Fisheries -
England and Wales. 

The Cabinet agreed in principle to a 
reduction in 1952 being effected in the Vote 
of the Ministry of Agriculture and Fisheries 
of £600,000, subject to discussion in regard 
to details between the Chancellor of the 
Exchequer and the Minister of Agriculture and 
Fisheries. 

(J 'K Agriculture - Scotland. 
The Cabinet agreed that a saving of 

£75,000 should be effected in the Vote for 
the Department of Agriculture for Scotland. 



(K) Ministry of Health. 
The Cabinet agreed in principle that a 

reduction of £1,700,000 should be effected 
in the Vote of the Ministry of Health, 
subject to consultation between the 
Chancellor of the Exchequer and the Minister 
of Health. 

(L) Empire Marketing Board. 
The Cabinet agreed that the Vote of the 

Empire Marketing Board should be subjected 
to a reduction in 1932 of £250,000. 

(M) Colonial Development. 
The Cabinet agreed that the Vote for 

Colonial Development should be reduced in 
1932 by £250,000. 

(N) The Cabinet took note of and approved the 
proposal that a saving of £2,500,000 
should be effected in regard to various 
miscellaneous Votes and Services. 

Realisation of Economies - Departmental discretion. 
The Cabinet agreed 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 measiires proposed at the 
earliest possible date. 

Salaries of Ministers and other Public Servants. 
The Cabinet took note of and approved certain 

reductions, which it was proposed should be made 
during the present emergency, in the emoluments of 
Ministers and other Public Servants (including 
Judges) and Members of Parliament, and also of 
Officers in the four Services of the Crown whose 
emoluments exceed £2,000 per annum. 

THE LORD PRESIDENT OP THE COUNCIL AND THE LORD 
PRIVY SEAL informed the Cabinet that it was their 
wish that the highest rate of reduction, namely 20$, 
should be applicable in the case of their official 
emoluments. 

Civil Service Bonus. 
The Cabinet also approved the 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 5 
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. 

6. The Cabinet agreed to defer further considera
tion of the question of the Revenue Tariff to a 
meeting of the Cabinet to be held on Friday, 
August 21st, 1951, at 10 a.m. 

7. The Cabinet agreed that a meeting of the Cabinet 
should be held at No. 10, Downing Street, at 
8.50 p.m. on Thursday, August 20th, 1931, to hear 
the reports of the meetings to take place on that 
day, including the meeting between Ministers and 
the Leaders of the Opposition Parties, and that a 
further meeting of the Cabinet should be held on 
Friday, August 21st, 1931, at 10 a.m. to consider 
inter alia, the questions of a Revenue Tariff and 
the summoning of Parliament. 

In connection with this conclusion, the Cabinet 
were reminded that it might be necessary to invite 
Parliament to meet at very short notice for the 
purpose of the enactment of a supplementary Budget 
and Economs'- legislation. 

2, Whitehall Gardens, S.W.I. 
20th August, 1931. 
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CABINET. 
COMMITTEE ON THE REPORT OF THE COMMITTEE 

ON NATIONAL EXPENDITURE. 

Deficit £170 ,000 ,000 
Economies £ 78 .575 .000 

£ 91 ,42.5,000 

INCREASED REVENUE. £m. 

Increased direct taxes 62 
Increased indirect taxes 26 .5 

ECONOMIES. 
Unemployment Insurance. 

Anomalies 3 
Reduction to 2G weeks 8 /
Increase of contributions 15 s 
Premium 2 . 5 28 .5 

Transitional benefit 20 

Education. 11 .4 4-
Roads. 7 . 8 

Services. 9 

Police. .5 

Fores try. .5 

Unemployment Grants Committee. . 5 

Agriculture. .6 

Agriculture (Scotland). *075 

Health. 1.7 

Empire Marketing Board. .25 

Colonial Development. , .25 

Miscellaneous. 2 . 5 
83.575 

Total,-less £5ra. in respect of U.I. 5 
contributions falling on Budget 

/ This is the figure in the May Report. If no reduction in rates of 
benefit is made the figure should become £10 millions. 

* £5m. of this from the Budget. 
 England and Wales only. 4


