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. The accompanymo' essa,ys ‘were wrltten with theg
sole ob,)ect of assistance to the Indlan authorities,
in dir-scus%mg the means of remedymg the very serious
embarrassment caused. by tl e deprema.uon of sﬂvw ;
’nd fall of the Indmn ewha.ucres. ‘

“mmm.

: Th(, Author ha,s for many years pa,st; endem*oured
‘ ,uadvocate the adoptlon of the only measure which, in
“ls}oplmon would be permanently satisfactory ; namely
he substltublon of a gold for the present silver standard
of value in India; a clange which, if carried aut ac-
‘oordmg to the methc»ds he has mopoaed is easy to be
;eﬁected not only Wlthout expense, but with the early
‘ nd ﬁna,i extmutxon of the very hefwy }osses now
_ xpprleu ced, ‘ i

‘ The proposals are pubhmhed in order that evcryﬁ‘
ObJeutlon to them may be brought forward and fully

they will not be found to contain many defects; but

| it must not be forgotten that a very serious and
Lla.rmmg difficulty hag to be surmounted ; and if any
the suggestions offered for that purpose should
urvive the test of searching ecriticism, it is humbly

i

n , dewbnw the means for its solutlon

|  The first essay contains a statement of the measures
}mposed and an enquiry into the anticipated objections
hereto ; the second and third essays contain answers
to o S0Me imthpr _objections which have been wuuwd
p to the present time.

st September, 1876,

‘considered. It would be presumptuous to expect that

tru&'ted they may have the honour of being made useful



AME ’BY ‘N'KRODUCING A GI-OLD (»‘OINA(}E.

‘sh exl)mssed by the UnderaSeer(mmry of St:ate for Indm

the Indxan umhanges. '

e

that i

the

for silver in 1865 or 1866, the whole of the pre&bnt very serious
Ioss and embarrasament would have beeu prevented

"“’3 Iu ‘%letter whmh T had o honour to address to the ”
8 mtary of State for India, dated the ]5th u‘muary, bG ‘
| ventm'ed to urge ma,t the oppovtumty of introducing a L;old :
standard *Whmh then existed should not be neg glected ; but I did
“:“‘nob state all the arguments in favour of the change, becatse at

'ntended to make it, It may he right, howpver, now ‘im«,ﬂy to
mention th%, besides the other ‘trguments 80 ably sef, foﬂ:h it
oS former discussions of the subject: an important reason in
VOl of ‘the introduction of a gold %t‘mdard of valuation
1clig— one tending to the belief that sooner or later it must
“ be mewtable-—-m not merely the coufusion and detmmont to,

1 C[’he“followmg rema,rks havc bwn prepamd in amwer ol
any suggestions towards the removal of the serious evils

_’quent on the (leprecmtmn of ‘rhe value of sﬂvor, and the .

mposal o mtroduoe a P»Old ‘1“1'1“91103’ for Yndla; was .
do so far back as 1864, and it is bardly necessary to state

At there appeared to l:e a'oad reasons t"or that measm'e ﬂlen,“:_}‘
.arguments in favour of it are much more ewdent now : forf: .
b cannot be demm{ that if a gold standard hml been substituted

 that tlme I believed that the uovomm@nt wished for and



| | great mmfortum 1t would be that we should mmss th@ chanc@ 4

L wntmots ('onnebted therewxﬂx

‘ 4. In a Ietter addressed by me to a lozﬂ by
i Parlmmenl dated the 19th Julv, 1%9, remar mg ;\upon‘

1 re*f'wr(‘d to tho gremt& arlvanmwe of pmtlng an en

oscillations of bhie ‘exchange, thmh with a mlvw cu;‘rewy ‘
might range throngl about 16 per cent., zmd Wlth & 0°old\‘;‘ '
medmm Wou]d be hmlted to about 2 per wﬂt |

5 These remarks lmve hcml jus tlﬁ ed by lﬂ‘re eV@hbM,
have showrx the possﬂ“nhhy of ﬂuctuatmncs such as Wer “
ticipated ; and the question now is, seeing that 80 great a
has heen experienced, and the silver contained i in tlm ripee has
already lost so much of its valae, whether any nmasure ‘n‘r be

- proposed by which its purohaeaum power in India m(w be |
restored, and, consequently, the * exchanwes brom ht back to‘?
‘their normal condition ? )

6. Alfl hough it cannot be denied thdt the dlicult (ol
effecting this object is much greater now than it Would hav@‘;

* Tollowing the ¢ balange of trade,” the oxr*hangam rise and faﬂ wnhml“\
thie limits of the cost of procuring the moneys or currency of the respcwtwe“‘ I
(wountries. 8o long as the Indian money is readily procurable by means of |
silver bullion, its cost, reckoned in gold, cannot vary much from that of the
sxiver but if that facility were done away with, and Indian (l‘lljme) money
could %0 only procured by the delivery of gold, its cost mlg bt be increased, and
tho eorresponding amount of English gold currency gwon for it (or the mte of ‘
exchange) would be increased also.
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~ been some y‘azws z‘i\g‘*o,ﬁ owing to the decline which has already

[

 taken place, yet there scems to be sufficient ground for

the belief that, even now, if decided measures were adoptcd it
| would not be too late to restore the currency to its former value
: “‘itor home (Indian) payments ; and that, too, without any shock
or disturbance; the principal step being that of putting a stop

iy the coinage of silver on private account, at the same time

‘ takmo' neasures to dmcoumge the importation, or at the least

 the cmc-ulatmn, of foreign made silver coins, and opening the
~ mints for the receipt of golcl bullion for coinage.

7. To explain how this would operate, [ must observe that

the internal commerce of India, which has only of late years

begun to Le developed, is still but in its infancy compared with
what in th(* future it must attain to. The Indian Railways,
. of which only a first instalment is completed, have, together
with the telegraph, had but a short time, comparafively, to act
upon the dormant energies of the population; yet, nevertheless,
i we may judge of the activity of internal commerce by the
growth of the import and export trade, and compare the seven
years’ average ending in 1847 with those ending in 1874, we
find that between the first and last mentioned periods—that is,
in twenty-seven years—the growth of the export and imporf
. trade of India was from *£27,708,375 to +£99,608,798, that is,
‘not very far from i’our[’old ' ‘
8. May we not argue from this that the internal trade of

| the Bmpire of India has increased and is increasing in some-

. what a similar ratio ; that, as the export trade is based upon.
the productions of the interior, and the import trade upon dis-

tribution of the returns in the interior, the two classes of

' eommerce, more or less, rise and fall together ?

* Vide Btatistical Abstract relating to Britigh India from 1840 to 1865,

page 41..
it iWde %mm.mm} Ab%tla,\,t mnihnumbm, pages 31 and 511



"‘and steady additions to her currency, avemgmg d

. per annum in value, i { ‘
L balame oi 1mportq ovw emports of gold buﬂmn ‘ dm’u‘j_;,;

‘mterost of merdmnfs fo Lwlse frold to ﬂw Indmn M:L
~coinage ; and they would do so, lndeed befom the

India; and, as it has been shown that an addxuon to 1‘“
_civeulating medium of at least five rm]hona stmlmg per aunum 18

when remittances of speele abroad were necessary, go

.y Whatever may be the cause, the inter
has, ever since the beginning of ﬁns cenbuv il

thirty-eight years npw ards of‘ ﬁVe mﬂlmns of p unds

of ‘rhm 1111[)FOVb1ﬂ(,11t of the exchanges owmw to ’the

12, By this means gold w ould gradually be bx’ouﬂ*ht mm‘

‘necessary, zmd no silver coins could be admitted, it would sle
accumulate there; althongh it is true that, on every oce a

would leave the country; for unless, by any ohance; bar sﬂva
were to recover its former price of 613d. per ounce, the rapne
pieces would become * toLens, worth comu]embly les& *bh

*Miscellaneous Statistics—- T‘mmwe-—«-Account No. 96,
+ Miscellaneous Statxstlcsm}?]nmnee—w\ccoum. No. 93, | i
§ Vide Report of the Uouferences of the India Committes of the Socmtyf Qf i
Axts, 1870, Appendix, paras. 82 AL § I'«rk Para 14 i




‘due notice,

11 'Lherefora vaey that al"ter
i ;on b(,halt ot

clumble l)mt wmﬂd pvobab]y ba b:()u;;ht Em‘ i nago 1f thl. 8 were grxmted
objeetion to Lh@ use of fine gold which might be raised on the ground of
{ or :than the st&ndm d metal, would in veality be of no im-
parﬁance. Theso coins wou]ﬂ be mgeﬂy sought, and generally used for hoarding
. and rmnuﬂmtum of mnameu’ca, and they would generally escape fhe attrition
ol omnmuu (*uvumtwn i thw dxd noty and i a shorber time than usual lost
‘ wmgjht b(*y()nd the ming remedy,” they would cease Lo be logal tcndor
0 Glold, coing | Were struck in the ITndian Mints since 1834, and were more
‘\Valuafble thtm thmr dwnommutwnb a8 representod by the silver coing. They
|l were by la,w legal tender, but not domtmdabkx and they commanded & premivm
i o Lhia market.  But only a fow were called for, because the silyer legal tender
eurrenoy was proourable in unlimited quantities at a cheaper rate : and these
i gold coins  were oharged with the very hxp'h seignorage of 1 per cent.-—far
_"t)eyond the outsxde cost of com&ge Vide Punsep s useful tables, page 1.

-
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‘No seignorage should be charged:fdr‘ the ijmm;ufacfure‘ dbf‘tf;rf |
the gold coins beyond that implied in the terms of purehaSé;f

which are the same as those of the Bank of Enwland and yield

profit of one anna per oance, or 4th per cent. which i Is morc than, |

enough to pay all the actual out,lay

14. As before observed, gold woulu lefwe Indla whemavex:‘ i
i
the gold coins, not being demandable, or parts of the ree;ular”
currency at first, would command an “ agio’ or ¥ batta in the
bazaar, This would be no objection, and it would teﬁd to ena
‘ courage thv introduction of gold into India at other tlmea.‘i';
The *agio” might be considerable at first, but it would
graduall ly diminish as the rupee currency became enhanced i mo
value, and it would be finally put an end to whenever there i
came to be an abundant supply of gold coins, os compared mth;

specie remittances abroad were mcessary ; and on tha,t aceov

the inferior branches of bhe currency.

15. It may be here mentioned that the proposa]s con-«

tained in this memorandum involve nothmw which is new and. !
untried, or which has mot the sanetion of satisfactory
experience. There is a precedent for the coinage of gold pieces
separate from the ordinary currency, and making them legal
tender, but not demandable, in the action of the Government @
of India in 1833+ ; and there is a precedent for the stoppage
of the coinage of silver, in the proceedings of the British =
Government when our present -system was established, and in

the late successful action of the Government of Holland.

There is a precedent, also, for the establishment of gold legal
‘ | ‘ L
* "Thiy statement is founded on the fact that the cost of coining rupee pieces

i the Caleutta Mint is from & to & per cent., or eight to twelve annas per.

hundred pieces. One-sixth per cent on gold ten-rupee coins would be one- mxth
of ten rupees, or 265 annas.

T Vade 1‘1111»99 8 u;hufulyta'l.)les, i 5 i i e




; d systmu in ntrlzmd The appm'ent dtﬁi-‘

‘ 16 Tndecd themw,au ba no quebuon that there is amplcs
‘aner to effect the change, if it be once determined upon. Asis
m‘mfber shOWn Lhe mcrc atop o{ the colnage Would 1\1'mg abu ut

v,‘”‘d‘dud to the lmutatwn of the sale of Council bills, the ox-
| - changes c,ould not fail to mount up quickly to the required rate,
it 1'::1»1%0 a loan and limit thu sale of bills, w1thout stoppmg

L mack by silver bulhon, wonld lead to further addlmons to the
L Indian ciprency, and add proporhombly to the delay and diffi-
i uulty of l“LS'[}UloHlUD Besides which, any adv&nmc% 80 gum,d or
~ by any means other than the adwptlon of a gold standard, such
a8 raising the rate of discount, &e., would only be temporary,

l‘In an azurrenay, in relation to that of England, is to base it
. on ,go}d 1t will be observed that the method of doing this,

‘ " Ttlds mot intended hero to agsert thas the exohtmge would bevome perma-
nently fixed as soon as the cumage of silver was stopped, or they had onde
reachod the rate of 28, per rupee, They might coutinue to oscillate, slightly;
but, from the time of the mint being elosed, the rise and fall would be on either

:.mde or an uscemhng rate uutil, after it had been seftled at 2s., and gold
L was esmlﬂmhed in: India, 1hese oscillitions would be lintited to the cost of
! ’:(‘wmght and ingurance of gold éither way between England and Tudia, ‘Indeed,.

*Wouk} ravely exist
R Ve Report of conforences held bv the India Committee of the Fociety of
Arty, 1670 Appendix, para, 18,

ilver and uopper, in ouw own admn‘able and‘

; ‘1E‘fa, lozm bb mxsm, a.nd thé; bu%pensum oi thn coinage be i

the coinage of mlver, as it would cause th(, remittances to he

zmd would disappear as soon as the measure producing it was
i dwmntmued The only thing which can fiz * the value of the

| owing to spemal and peeuliar uuoumamncm * oven this amount of ﬂuc‘nuatmn'



and intended that the currency should be restored in local value

wluc«h is here proposed, requlres 1o pm'eh ase or aoamnulatwn of
either gold or silver, and no rv-comag‘e, hut leaves the ohange to
he entirely wrought out by the ordmary opera,tlons of commere

17. The following rumar]xs are offered. in dnswfer to vml
obj ectwns which elther have been made or may be anthpa‘ned

. 1st Objection—That it would be wrong for the GOVem- “
meni to interfere, or by any act of leglslatlon to causa an
incroase or diminution of the value of the cmroncy L i

_ To this objection all I have to reply is that my prw
posal is based upon the supposition that it W1]1 be d,greﬂ&

to what it was for the 15 years previous to 1870, Tt is bmyond
the scope of this memorandum to argue the point, or to |
presume to offer an opinion as to the urgent i importance of the
measure. It must be left to others to consider whether or not
it be the duty of the (xovcrnmcnt to restore matters, and put
them on a secure basis; ‘giving due consideration to the fact
that the neglect to do so may involve the loss fo the Indian
revenues of millions sterling per annum; and if it be decxcled i
that it is not so, there will be no object to be gained by pa,yme; N

any further attention to this memomndum.

19. 2nd O0b ]ﬁctzon “That the m pee pieces would not be S
¢ appreciated by the proposed measures. L

Tn answer to this I would observe that, as regards the\ L
greater part of the fall in the value of silver, it has oceurred. A
so recently that it'is very doubtful whether prices weneradlyf ‘
throughout the length and breadth of India have been, as yet,
affected by 1t to the full extent, if at all ;* but, even supposmlr

* Since 1&73 when the price of silver began to fall, the imports of ﬂmb‘ e
metal into Tndia have been less than the normal supply ; hence the opinion that
prices cannot as yeb have risen ('Pncmlly, owing to increase of the currency, con- i
goquently, that the rupee cannot be materially diminished in value. -—~V1da‘ i
FEoononiist, 6th May, 1876,




aﬁﬁ ‘-less puri ms‘mg

the rupees have 5

of the ]argesf, estimate of the Whole currency. 1f seems
be hardly clfecllble tb%t i pmoes have be\e\n affected since

870 by the a

':k} : mate 0f 2()0 mﬂlmns sterhn zm(l 1f J‘r be even assumed
yove, that it has fallanm value one-twentxeth part, it would
fcllc;w that a deduction from it, ov diminution of its mass U

_one- bwentleth part would be sufficient to restore it to Lts norma]
 walue; and this, at the rate of five mllllons s‘cerhng per annum,

'i‘he rewvery will prohably be admmfad to be only a

‘next ﬁfty years, ‘the remamdor Would not be locall y more valu-
,able thzm at pmsent

21,_But the ”apprecxatmn of the ‘ourrency may still be
demed on the oround that, as the material of the coinage
v ha,s fallen in value, the currency itself has also fallen irre-

the oxmt x?alue of the bullion contents of the coing, would

pos*uble bhut that tbe yalue of the cuwrency must rise and fall
with the value of the metal it contains. As this phase of the

-

there woulc be a compamtlve deﬁciencv of not laas tbzm il
millions steﬂm . or 500 millions of rupees—iully one.fourth

) hou d not fnli baok to ’rhmr f'ormer mtes lomg be[ore 80 largu ‘

would be eﬁ’ec‘red in only two you. ‘ S

(Iﬁestmn of fime; for it is unlikely that any one would assert
hat, 1f u]lfuture addxtwnq to the currency were catopped for the

tmevably ; and that natives as well as foreigners, knowing

; nob give a fractlon beyond it; so that it is in fact im«

bjection proceeds from a misapprehension of the mode in which



the prices of commochtms are aﬁ'e(,tod and regulatc,d by the |
currency, it will perhaps be the readiest way of meetmg Lo
it be first enquired, How it is that the currency of any State
~adjusts itself, by a self-acting process, to the true standard re
presenting the ratio of hullion to commodities ? This is no
done in the way implied by those who speak of the natwos o
the bazaar as being intimately acquainted with th«, precise.
metallic contents of the coins, although it is true thab m
“shroffs,” goldsmiths, and dealers in bullion it is well know ‘
because, however well known to them, there is hmdly ong |
person in a thousand of the ordinary population who knows =
anything at all about the intrinsic worth of the pieces ; Juqt[ i
as the same is true even in England. Iudeed, if they did,

though they would be possessed of a preexse knowledge of the
value of the coins as contrasted with others, or with pure mﬁml

this could not in any way affect the question of their com-~ I
parative value with commodltles, or influence the qcmlé of e
prives. No man, for eﬁmmple, would be able to estimate tha
relative value of the 123.274 grains of standard gold oonﬁmned

in a sovereign, and a pair of hoots, The process of ad.]ustmeut e
is, indeed, quite a different one, and the same as that whereby =~
all commodities, as well as coins, find their respective lejvels.j

22. The instraments and means of exchange ave subject to
the law of supply and demand, as any commodities are, with
this peculiarity, that there is an incessant and inexhaustible
demiand for them in every corner of the country. When =
the prices of commodities in general are too high, in other
words, when the precious metal formed into coins is e
sufficiently potent, then either more commodities are attracted

to the market, or the ceins are melted down and the bullion
exported to other places, where it can dg/ﬁetter. When, on the,
other hand, the prices of commodities ave too low, that is, when, 1
 precious metal in the shape of eoins is too potent, it is quickly
found to be profitable either to export commuoditios to better



1

mﬂ.rkets or to brmo‘ in precious metal f‘rom abro&d and form it
| into coins ;. :md tlll one of these has been done the currency
retainsits extra potem(,y This process is constantly in eperas

16

o (tion; but it WJu be obvmus that if the eorvective be witheld on

| the Slde of repamng’ the deficiencies in the bulk of the currency,
the mevuablu result must be a gmuua.l improvement in ity
n power and local value. ,

93, As it has been suggoatod th‘Lt the place and funetions
ok the eurrency might perhaps be taken by silver bullion,
i ‘111 ‘must be remarked that gold and silver bullion ave
' fthemselves ouly valuable commodities, and it is not until they
"‘can be formed mto leo'al coins, or sold to the (xovornmant at a

| “mint price” that they necessarily command any certain prico

in currency. If neither of these privileges were possessed,
 silver as well as gold hullion would ‘be a mere commodﬁy,
i fuctuating in valae as gold now does in India, because no onp

‘can legally pay his rent or dmcharge a debt by means of it;
. and it must risg and fall in exchange for other coramodities in
proporﬂmn to the fluctuating demand, and the excess or
 deficiency of the qupply Bu]hon, ﬂwr( fore, eould not ba 80
: usecl a8 to affect prices.

| 24, In order to ﬂluqtmte the subleot mors eclearly to
those who may not be quite familiar with the effects of a con-

| traction or enlargement of the currency, I would call atten-

' tion to the eﬂ‘ect which would follow the opposite measure to
that recommendod. Tet us imagine that it were possible to
completely shut off the egress of any coins out of the currency ;
and that, year by year, steadily, five millions ster ling in value of
. coins, over and above the proper requirements of trade, were
i throvm into and retaﬂne({ in circulation. It is obvious that, affe,t"
a time, thaf‘ prices of commodities would be gradu ally increased
in proportlon to the “ glut ” of the currency. Such a measure
woum be dlﬂiculb practically, with a metallie circulation,



‘“_u
i bulllon. In a pape\r rmd by Mr E. S@yd ’hei'c]
Arts, Indla C/ommltfee, on ﬂle Bm] an*h 18

means tham ’rhe gradnal wrthdl"xwal of tlw e*rcesslvn ;
premium on gold, which was 100 per cent, i m 18{)5,
! reduond to 1 pm' cent, in, 1875 : ‘

,ake n out ot th(* currency fxeely Buf we nuwt not ;!os , s:,ghf
the important condition in the proposed plan, that no adchtl‘on
the silver coins of India would be posmble by the pubh ,ab ¢
time ; and as the exhaustion of the cmrency could only
good, or the currency obtained by means of bills and gald,
cosL beyond the mint price of the cheapened silver, the Tup
though contmmng to perform all their duties, as f01m@rly, would
- become “tokens '’ whenever the legal standard gold coing. Wm.
brought into general use; and the cost at which current rupe
‘would in future be procumble, by the aid of bills or gold, Woul&
s,,mater than the market value of the silver (*ontmued m ﬂwm




< !'fu\t[srg‘;q0
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27 In Bngland our silver coins mrculate, without question,
at Values 29 per cent., at the present moment, above that of their
 bullion contents. In France the five-franc picces circulate, to-
gether with gold, at a rate of about 114 per cent. above their bul-
lion worth. In this latter case, the sxlvor five-franc picces are
letml tender to any amount; but in both cases their value is
maintained bbumsea the number admitted into circulation is
hmlted It it were not so in France, the five franc pieces would
soon deluge the\ country, and every gold piece would be driven
out of 1t.* '

i L

98, SMZ OZJecizfyn. That the circulation of coins at so high
a nominal value above their intrinsic worth would be a most
powerfu] temptafmn to countorfeits, or unlawful coining of ‘
‘rupees from true standard metal.

\

his objection is true, as far as it goes, but the evil would
‘not be greater in India than it has heen in England, more or
less, for the last half eentury, Wlthoui sericus inconvenience ;
and only half what it is at present, with our silver tokens. Nor
would it be greater than it now is in France, where the silver
 five franc pieces are overrated 111 per cent., and are legal
tender to dmy amount.

99 J[t is not a all probable nhat within our own territories
in India, any very large amount of unlawful coinage could

- exist without detection; and it must be remembered that, in

order to impede the progress of the desired change, fifty
mllhons of rupee picces must be | pub into circulation annually.

# The posmon inIndia, if my proposal were carried out, would, atithe first,

. be exceedingly similar to that of Trance at present. There would be a very
laz ge mass of rupees, legal tender for any amount, and cireulating together with
gold ; but mcapable of driving the latter out of the cur rency, because no more
a,dchtmn can be made to their quantity. They would also themselves be in-

- capable. of leaving the currency, because they would be of inferior intrinsis

value to their denomination.



80, The nbjection, however, discloses a difft

* may he found to exist with respect to the privilege
conceded to ono or two Native Mints—allowing them t
‘rupees at their diseretion ; and it would be absolute )

ingist upon th & conforming to it by stopping the coinage
silver, or to tale such measures as might be necessary

strictly within the limits of their own: domaing : ot towl

coins stamped with the offigies of the Native States.

| _change of the Indian standard, from silyer to gold, i

- 1805), and the establishment of the plan by w"l'xi‘chany"‘mimbe
| of different metals could be associated together in currency

. esplain that the use of gold does not in the least degree

sary, on the ﬂhpou‘ncementof ‘the change of gystém;ﬁit

the admission of silver to their mints, or confine the

all their own currency, and supply them with a sufficien

§1. 4t Objection.—Tt has been wrged by some th

dosirable because, owing to the poverty of the people, silver
so muoh more appropriate as a measure of value, in their o
nary transactions; that gold cannot be reduced and sub

56 as to suib the potty dealings of the million, and brin
picces formed from it into familiar and constant “amo
the people. e e

AR, This ohjection is one Wl‘xi\c‘h xmght ‘h‘we b?en\ ‘enmﬁg
tained before the publication of Lord Tiverpool's treatise (in

ynder a proper ‘system of «fokens.” Tt is meedless now to

pay-
ments, nor of copper, nor even of « sowries,” all of which, to
_any requived. extent, find their places in a properly ordered
eurrency. M

clude, or interfere with, the use of Silver for smalle

33, The objector who urges the better‘:ida‘ptatibn of ‘:j”illvei' .
fo the small transactions of a native Indian trader, not only
forgets the conclusive answer to his objection supplied by the



W
. ‘mudem system oi: tokm coinage, a/bove refem:ed fo, but also
i ﬁhe very great defect of the rupee currency in regard to large

33"‘”1#

)

has been occa,snmaﬂv stated, in order to be partially met
he faexhtles aﬂ’oxdcd by railways, but it is the question of
takmg delwevy ’f of large sums, which is found to be an
i ‘mtol‘eragble mmonv*emence ; 80 much so that we may say that it
f-m, in praotxce next to impossible for an officer personally to
.vemfy the contents of a treasury he fs. called pon to take
charge of. Bub it will be observed that this is not the ground
' upon which d ch.,mge of standard for India has been suggested,

ub‘ut mther, the enornous dlsmlvanta«re of maintaining ‘two“

1 and vast tramactmns as Hngland and India ; and the incaleulable
“',"‘1mp0rbance of a umtv of eoumg(, i

B g 52% o Je«t'twn —Another ob]cctlon which has been
| suggested is-—1st, that the exclusion of silver from the mints
. would deprive merchants of the means of placing funds in
. India; and, Indl; ¥, if the rupees be raised in e*(clmngeable
- value ahove their mtrmsm worth, they would bb unfit for pay-
| ments out of India,

ol a5, In rezard to the hrst part of thm objection, it may
L obgerved that, when the only means of placing funds in
¢ (India, besides the ‘pumhase of commercial bills, is confined to
 the bills drawn by the Cduncﬂ of India, and gold, the Secretary
of State will have it in his power to meet every demand of that
. kind, at rates which he will be possessed. of great power to
| eoutrol. Hitherto, what has been called the .balance of trade
| hag always been in favour of India, avising from the fact that
| ,ﬂlt has always been found easier to push the sale of Indian raw
':J:‘productﬂ in Burope, than of European manufactures in India ;
| and the difference has bwn made' good by Couneil*bills and
Vil

. paymenfﬁ. This 1s not a question of the tmn‘sport of coins, as

dtﬁ’erent stmddrds for countries of such intimate connection



“,‘zmmy years to come continue to do so. '1here ‘has 1

) smnce, votiton, jute, silk, rice, &ec. s and at the same tmie

| ‘not doubt that the above-mentioned chamctemstm of the trad

”convenmnce to commerce, which, if provided wﬂ'h due notms

‘funds in India which it will not be in the power of th

¢ documents,” must lead to an enhancement of the rate oj 0}3;.. )
. change, which would b limited only by the tl‘anmnlsmun g

of the Home Indlan 'I‘reasury 3 and from the iinlalimv e;
perience of the past, we may be ..»ssared that they Wﬂl fo

falling off for the last year or two, owing fo specml oireu
stances affecting some of the chief staple prodmts—-—for in

somewhat sudden 1mncrease of the home demand but we ean

{lependmg as it does upon umxl‘mrable facts, Wlll remmn For the,
future what it always has been. Moreover, it m unnecesssa,xy
to forego any important measyre on account of a supposed itr |

can always take care of itself.

| 37. There will, therefore be no dlﬂmulty in placmg‘

Secrotary of State for India at once to remove, by gx'dmting
bills; and the fact of these bills bemg the only means of re-
mittance left, after the exhaustion of the ordinary commercial

BEnglish or Australian gold; by means of which any amount“'
of money could be at all hmes transmitted. ‘

38. Upon the second part of the ob;ecbmn, it mmab be o‘bm‘ ‘
served, that it is not proposed to malke the loast alteratlon i
the present currency of rupees, which would continue leg,al
tender for the largest amounts, as they are now. It m]ght
therefore, be argued that, as regards xmmal commerce,,g
they would be in the same position, and as suitable f“or
export as they have always been, and it is true that thmr' i
value outside of the curvency would not he in the least altered




§1.

by the measures proposed but it must be admitted that they
would not he useful for expoxt after the excha,no'ee rose, if

the price of bfw silver continued low, or went lower. In that

. case, the rupees would be like the French five-franc pieces,

at ‘pr‘esentu;‘ they would assume the position of *tokens,”

| representing more value in local exchange than their metallic
contents, Inthe meantime, gold coins would enter the currency

a4 by slow den‘rees, first at a ¢ batta !’ or premium, and eventually
' ona par with the silver rupee tokens. While the gold coins
0 idre scarce, fore eign payments will be made, as they are in many
cases ab present, by means of fine stamped gold bars; of
which the quantity at hand may be judged by the fact that the

value of upwards of 86 millions of pounds ste 1lmg was ab-
sorbed by India in the last twenty years. ‘

) 89. Tn addition to the above, if the sugzestion made here®

after, in para. 48, of substituting gold for silver in the reserves

for note circulation, be adopted, this objection would cease to

exist. ' The Indian system would then correspond exactly with
 that of this country, and a]l newwmy sxports would be

provided for,

It must be reme mhoreo’i that, as shown above, the tende ney
of natural causes for the whole of this century has been to
_require bullion remittances nfo, and not out of India, When
the opposite state of things may occur, owing to fluctuations
in commerce, balances will be, more or less, adjusted by Chiuese,
Anstralian, or other bills, by the Indian Banks.

1 must, also, here repeat the caution just given, that, with

 due notice, commerce will take care of itself, and exports and
imports adjust one another,

40. 614 Objection.—1It bas been suggested as an nbjeetion
that the exclusion of silver from the Indian Mints on the part
of individuals would further aggravate the fall in its price, and
tend to retard its recovery. 'T'v this it must be replied that,
looking to the very considerable increase in the supply of silvex

@t 21




it any permrmené wcovery of 1ts p :‘ce, fbr man years to
come, is out of the question.* Tt is true that pummga‘c e
upon the delugo of India by mlver will close one of the e
ing markets for its disposal, and tend to lower ite price; |
from the moment that the coinage of silver for private mch
viduals is stopped, the Indian Mints hemg left open for th
coinage of gold, the Indian eurrency will become mdepmcl
of the price of silver bullion, and, to Whatea*sfer further'de th
‘might fall, would be unaffected therehy.

41, With the risk of so terrible a calamity befom, us a tl
with which we are now threatened from a oontmuous mde i
fall in the cost of our medium of valuation, 11, seems to h@ a
paramount duty to seize the means of escape while they ma,y be.
had, irrespective of all other considerations. | 1f mlspendmg thw
coinage of silver should fail to restore the exchanges to 2/ ) it
would certainly afford the means at any moment to /z ﬂm
isting rate, whatever it might b(,, for ever, by lowering the term i
for the admission of gold and submitting to the loss; * ‘which,
however large it might be, would be pn,:temble to allowmg i
present system to continue, and running the risk of the rate
sinking lower indefinitely. But there can be no doubt ﬂmt, by ‘
persevering in a decided course, the entire restomtmu of theex-
change may be achieved, and the whole loss avmded ‘
* Vide Mr. Hollingbervy's Treatise on the Production of gold. and mlvm* &c‘ H
&o. ' Page 111, paragraph 270, and page 116, r»am«mph 204 i
*The logs here referred to arises from the defect of purchfmmg pnwc»r of the“"‘
Tndian revenues in the markets of the world. Gold hag a world-wide value, aml i
if theratio of the rupee to the sovereign be for ever fixed at ten to one, or 28 per.
rupes, the annual income of the Indisn Empire, which may be roughly stated
abfitly crores of yupees, will be equivalentin purchasing power fo fifty mlllmn,s of
pounds smhngr If, however the ratio be fixed at a lower point, say for in-
starice at 10.909 to 1, or 1s. 10d, the samo income will be equivalont qnly
to 45,88 millions sterling, or an annual loss of 43 millions, tha‘papi‘t‘ala
ised value of which at & per cent. is 833 millions—at ls. 8d. the annual loss
would be 84 millions, at 1s. 6d.the annual loss would be 124 millions. ‘

4
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49, 7th Objemom ~I'here is one more objection which may

7 JHes, 1, e 28

L i be conVemenuy stated in the following question : How is it to

be expected bh-xt merchants will take gold to the mints to be
L,omed into pieces representing Rs.38 15As. per standard ounce,
when the market price of the same gold may be upwards of

. Ris.42to 437 o this it may be replied, that the puce of goldin

| India is regulated by the rate of exchange. Whena ‘¢ demand ”’
bill on fmndon is worth 2/- per rupee, a British sovereign is worth
‘Rs.10, and the standard ounce of gold Rs.38 14As. When the
G exchange falls to 1/9 per rupee or less, the sovereign rises to 11 or
12 rupees, and the standard ounce of gold to nearly 44 rupees. Tt
(18 capable of demonstration that thereisan mf‘ﬂpamble Connec- '
 tion between the Indmn rate of exchange and the price of gold in
L Calcutta, so that when the London rate for a demand bill is 2/-
. _perrupee, it is profitable to merchants to take Australian gold
to the mint at Rs.38 14As. per ounce; and even sooner, to
whatever extent gold coins can be sold at a premium. It is
anticipated fhat the suspension of the silver coinage would
soon raise the rate of exchange, and if so, the price of gold in
India must fall, F'vuntually, to Rs.38 14As. net, per standard

ounee,

48. 8(h Objection.—That merchants and others will send out

 dollars and various foreign coins, and put them into cireulation

in gpite of all the efforts of the Government to prevent it.

In reply to thls, it must be observed, that no doubt the
importation of foreign cuins into India may be, and probably
will be, tried, but the large balances of trade cannot be paid by
these * uncurrent coing.” A few might be sent out and sold for
bullion purpoeses ; but when it was found that there was no
Mint to take them to, and that they were not receivable in

_ payment of revenue, there would be great difficulty in getting
vid of any quantity ; and to pay balances of millions of pounds
sterling, a resort to gold would be inevitahle.

{



- It may be remarked that, if the rupees be ‘ﬁappremme i
that fact implies a lowering of the Pprice of sxlver bullion; so
that there would be no special profit in sandmg out dollar :
than any other bullion. They would sell for bulllon purposes

Jjust as bar silver would, but they Would not usurp a plawe |
or mterfere wnsh the currency. i '

4:4: 9:‘& ObJentzoaz —-~That if 0'01(1 coing bp s‘rruck of fh ) s
value as the British soveremn, and are zmﬁhomsed as Ie
tender for only ten rupees—in the first plm e, 10 one wol
tako gold to the Mint to be made into such coins; and 2dly

that if struck and put into cireulation, they would 1mmedmtel
be (01lf=cted and mnt out of the country. ’

The first part of this objection implies~- : ‘

Ast. That the current value of fhe rupee in lndm haﬁs
already fallen “ pari passu’’ with the price of silyer ; but, thr‘“
cannot be the case. It can only do so in tlme, and by the spon-
taneous action of Commerce unlarglng the cmr@ncy by Sendmg‘ )
out supplies of silver to be c,omed and added to it.. Thls has
hitherto been provented by the mcrease of the drafts of the‘
‘home Treasury, I

2dly. Tt is implied that, because the gold eoins be‘comeletml i

‘ ‘tender for only 10 rupecs, they will only brmo‘ 10 rupoc‘s in
. exchange, This is by no me ans the case, If tho cm'rent mpee L
is Worth much less than two shillings, the gold coin will com- 1/}
- mand a corresponding agio, or « batta,” so as to realise its full i
value. 'The action of the State in coining gold for the merchants
will be, at least, to give them a ready means of pmmng mto *Lhe
markets, i a popular, duthentm, and easily disposable f‘orm, an
- article of commerce for which there is a large demand in every
part of the empire, which is highly useful in trade, and w1ll
therefore command its own price and value.  Should gold not,
be taken to the Mint for coinage at first, this would not inter. :
fere with the ultimate suceess of the measure. It would,\mon G




‘.”f'be tmmd necessary for intermediate payments, and well worth
“the tmﬁmg eost of comage G

‘ ’I‘lw qemmd a,rt m‘.’ th@ obgectmn is bemcd upon a torgetful-
i ness ot’ the fact that g;old will only De used to puy balances of
,fthaf, t an ac‘mons of commerce. Bu]hon s}npments are only
resorted to when all other shlpments have been exha.u&tcd If,
ik then, fm: eﬂmmple, it has come to pass that debts to the qmount
| of one million sterling are due to India, and. paymout ig made
Iy sending out ¢ gold, the dlﬂiclﬂty suggested 18, that the same
 gold will be collected dnd sent, abroad ugam But it must be
. remembored that, if this be done, there will still remain o debt
* of one million stmlmg to be pmd and as all other means of
i remlttanm, had previously been exhausted, this debt would have
| 8gain to. be pmd by gold, and so on indefinitely. TIn the end,
f it the balances of tmde should hereafter be what they have
_ been for the last 88 years, at least five millions sterling aununlly
. (besides four millions of gold), gold will accumulate in Indla L
at that rate, by the ordinary operations of trade.
‘ - This is on the assum ption that the acemulation is not art1-
) »hmally assisted by raising a loan and stoppmg ’rhe issue of
“ Oouncil bills, or ofherwme ‘

45, 10¢h Obyeo#mn ~w'l‘hat 1t Would be a breach of faith for

‘ *“the Indian Government, having contracted a large debt in

i v'iﬂlVf:‘l money, fco force the accoptance of payment of the same

in coins of another metal and to pass a law enabling othera
" ’mmﬂdxly situated to do so likewise.

: This argument has been fully answered by Sir Wﬂiiani
Mansfield (now Lord Sandhurst) in his Minute of the 8th

Al ‘Mamh 1864 (Chapters 8 & 4), published in the Parliamentary
. papers on the Hast India Gold Currency, ordered to be printed
98th February, 1865, to which reference is made, as it is too long
for quotation. Moreover, it is obvious that no one ¢ uld complain




of the injustice of a law by which hu was mxly wmpelled to mlm;‘
‘more than the true value of hxs dpbt, not to glve 11: !

‘ 46. As many persons are apﬁ to be perplexed by the« en
that the rate of exchange ig governed e:tclumvdy by the
“balance of trade,” it is necessary to point out how this ope
rates, and to what extent it is limited in its action. The balance
of trade can only affect the rate of eXCha,nge to the mtcnt‘ ol
the cost of transferring momney from the' currenuy of onef
country to that of another. 'When the two countmes h:we theu‘
~eurrencies based upon the same precious metal gold, or mlver,ﬂ
and there is no restriction, the cost of tr ans fer will not exqe&d
the freight and charges of transmitting and coin ing the precvmura .
‘metal, which charges are generally constant and may be qafes] gl
caloulated; but when the currencies of the two countries are.
based upon different metals, there is mtroduoul another elemmt Il \
. into the calculation, viz., the relative value of the two metala,
which may give rise to great uncertainty ; as is the case at pre«f
sent between India and England, owing to the sudd(m and wn I
siderable changes which have taken plaoe in it. | Fifteen years
ago the chargesz of transmitting silver bullion fo India were
. reckoned at 31 per cent., and for uonmge 2 per cent,. o4 ma}mng a0
total of b1 per cent.; and if the rate of bxchanﬂe tendecl to. .
‘vary by more than 5% per cent., or 1%d. per rupee, it could be
prevented by sending silver. N ow-a-days, the ohargcs of | r
transmission do not exceed 1} per cent., which, added o the, i
cost of coinage, makes a tut.xl of 31 per cent., but the mte of‘
‘exchange in Calcutta for demand bills has ial]eu hom 2/0%d. por'- i
rupee, to 1/81d., or 16} per cent,, of which 2 per cent. is difference
in the ¢ lmrn%, and 14§ per cent. difference in the gold pme of "
silver. ‘

At present the balance of trade cannot affect the exchan;:wem ,
by more than 8% per cent. either way, but the influence of a
change in the gold price of silver is uncertain and 1ndeﬁmte

ot S
t it
ook e
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4,7 [n the early dlscusslon of ﬂxe pmposal to estabhsh a
rrnld standard and coinage for Tndia, it was suggested that the
prmuple of Act XVII of 1835, making 110 grains of pure gold
equwalenb to l().rupeeu should be carried into effect. This
- recommendation was founded upon the underst'zndmw that it
would cm'rmprmd Wlﬂl the relatlvo values of the two metals at
that time,  Since then, and at a later date (1869), a caretul
examination of the data for the preceding fifteen years, showed
that 118 grains of pure gold (contained in the sovereign) were
; very nearlv equal to the true value of 10 silver rupees in India,*
 and as this cormspondq with the value of the British pound
“Z?sterlmg, 1t is a fortunate cireumstance that it can beo carried out
iy tlie mmp}e ratio of 10 to 1 for the rupee aud sovere;gn. |
- Mhis is all the more 1mportant from the fact that, to establish
the 110 grains of pure gold, in lieu of thesovereign contmmnw b
: 11u grains, as equivalent to 10 rupees would, hesides prevent-
L mg‘ the nnity and mmphmty of the relation between the Indian
~ and English cuirencies, dm:umsh the purt,haqmo power of the
- Indiam revenues by nearly one and one-third (1,328,122) mil-
lwns of poumls sterling per annum. e !

o

(L 48, I'L maxy be as well now to mentwn that the action of
the proposcd measure for the restoration of the value of the
currency mlght be m some measure facilitated if any consider-
_able part of the currency notes now in circulation were tem.
poramly withdrawn, To do this would, however, involye an
expense, and it might not, tlmrefnre, be tonvenient to resort to
dt, unless it were deemed advisable to make a sacrifice to expe-
_dlte the change. Tt is not necessary to success. It would
also be of advan.tagu to substitute gold for the reserves to be
kept ag mpst kbt gold‘notee;,” with the view to its heing available,

* Vide Repmb of Conference, held by the India Committee of the Society of
Arts, 1870 A)Jpeudlx, paras. 82 to 34,




for export when required, or employed in uroulatlon Whenevefﬁ‘
the time arrived for the gold coins to be declared legal teqder il
~ab the option of the eredifor, as well as the debtor, emhc i
‘whole or part of payments.* ‘ i

49. It is an important fact that the proyosed measuws, ol
even supposing them to be absolntely ineffectual for the object
contemplated, could do no harm. If the decline in the pries
of silver should hereafter continue, the Indian currency, bemg
isolated from it, would remain, at the worst, unaltered. i the |

price of silver, on the contrary, should rise, and the exoh‘mg@@ :
approach their former rates, this circumstance would tend to
help the consummation desired ; and at any moment the coinage
of silver for individuals might be resumed, when affairs would
revert to their present position. The acquisition of the Indian
currency, by the shipment of silver bullion, being put a stop
to, 5 much larger demand would exist for the bills of the Indian
Council, and the rates could not fail quickly to reach the pointat
which the cheaper gold from the Australian mines would find ‘
its way to the mints. The Indian currency would then bb L
restored to, and permanently fixed at the value which it has i
been proved to have possessed for the 156 years prev:mu& to
1870, and from which it would never, in future, vary mare ‘
. than to the extent of the ecost of tuf- shipment of gold eit her Wl
‘Wﬂ:y. il

50. It will have been observed that in all the preoedmg,
remarks the arguments have been made to embrace the supposi-
tion that the market value of the rupee now carrent in India =
has fallen in comparison with goods, equally with the gold value
of the metal of which it is composed, though it has been pdintedi i

* It s suggested that, when it is considered that a sufficiency of gold cmp‘ g
ig in civoulation, creditors may be empowered by law to demand a cevtain portion L
of their debt in gold, For ingtance, at first one-fifth, later on three-fifths, and |
finally the whole, After which silver would be restricted as to legal tender. .




Tn fact, 11 a general oompamson be

‘;ajftex the late decline in the price of silver, it will be found that ‘

than. beiore, and it has been expldmed (para. 44-1st) that theyf
. will not rise uatil the currency has been swelled by the abqorp« ;
. tion of ‘a sufficient amount of silver. . To bring the value of
j“‘i,_‘the rupeos into correspondence with the present rate of exchange
. would pmbably require the addition of fresh coins, besides the
nomnal requements of commerce, to the amount of 20 to 30
:"'Imlhﬂns of pmmd&i sterhn ; and, hltherto, any very large addi-
tions have been pwvented by the increase of the drafts of the
5\“:~Ind1a Ommcll | :

o1. It may be pwsumed therefore, that at t]xe prescnt
L | moment the Indian currency is not materially deprecmted but
. only in the position of being ahout to be so, hy the augmenta.
; | tion of its bulk, through the importation of silver hullion,

. eheck cannot very long continue, hecause the abnormal state of
Ly exchange between India and Burope stimulates exports from
“{‘~1ndm, and discourages imports into it; and if matters continue

a8 they are, will enlarpe the balance of trade in favour of India
“over and above azny dmfts w hl(‘h are likely to be drawn,

i 52 It is at the present moment therofore, bcfowany vexy
. large additions have been made to the Iridian currency, that we
 have the power to interfere with the certainty of success; the

L ?“‘jOb]ect being prevention rather than cuve. If nothmg be

' done, then, after the Indian currency has been filled up to a
i vlevel corresponding with the relation of silver to gold, and
o prices have risen accordingly, the rupee will have sunk to its

. value in bullion plus 2'1 per cent. (seignorage) and, ingress and

. egress, in and out of the currency being free, will remain so, 1f

-made of ‘the prmes nf articles in the Indian market beforc and

. they are at present (Caloutta, Maxch, 1876), if anything, lower

. hitherto checked by the Council Bills. This prevention and



 who is aware of the enormous losses and dle[‘@bS whmh b

to a pcrpetual lo'ss nf value of 8& mllllons of pound‘
‘pexrfmnum. ‘ i i :

/103, The argument is advamced by sorm that the fall m
price of silver is o mere temporary fluctuation, and. fhdt ;
have patience we shall, sooner or later, sce matters restor‘

 their former position. Let us suppose this p0951b1e3, but it may ba “
. asked, Does it meet the urgency of the claim fo remedy. the
~ inherent vice of the arrangement which can at any time sgwe
_ rise to the consequences of these fluctuations ?  Clan am}, one.

e

been ocuasioned only thus far, contend that it is right fo le Ve
matters in their present state, when it is cet*ta.m fhat ﬂ
- mischief may be prevented and put a stop to for a&l i’L ure
time by a single act of the Indian Legislature, mvolvmg not
the least shock or disturbance, and effechng a %ng of the"
heavy losses now experienced ? ; LR

Bd. 1t is to be feared that thue proposalg may 'bfa met by
tnnumerable doubts, but this is not a time when it W]ll be safe
to indulge in them. .Decisive action is called for, but tlm_fj
. stake is large, and, in so very important a matter, the conrseof

the Government ought not to be influenced by the mere mis-
givings of many, who most probably doubt because ‘rhey do not,
clearly/see their way., It would be a very serious mxsfox‘tun,a‘
if, fot want of the courage of decided couvu/tmns, the onlyg
remedy against the very terrible ealamity now threatening the
Indian TBmpire were sot aside on account of dlfﬁoultnes t:ofp |
which we unadvisedly attached undue 1mporta,n<,e. f i
, g SMITH.‘
33, Now' BROAD STREET, e
1st May, 1876.



WAY DATED 1s1 - MAY, 18’76
i '.[he ob]«*ct of thb a.ccompanymg remarks is to aﬂ'ord an
‘ " la,natlon of difficulties which have been suggested in reference
 to the e propocsals contained in my essay of the st May, and
| some of which are ab]y stated in the followmg ‘extracts from
| 1étter with which T hcwe been kmdly favoured by a gentle.
an who has Iﬂadfﬂ the various questions of pohhcal economy,
nd more pm'tmularly ‘those connected with currency, subjects !
of hls speual study. HIS criticisms are as follows :— \

“ ]HISB onie word a8 to fundamental principle, Tlm metal of eve: i lau'al 0
mrrency does ity work as a commodity, by means of its value in the metal market.
A sale for memllu, money is an exchange by pure barter of two comtoditios of
oqually supposed m]ue Tt is absolutely 1mposs1ble to give any 1n#alh<’1b1a and | |
oonceivable explanation of memlhc aurrency, wu-ept upon the perception of this
ua.tme of the action of muney “ Convertible paper-money acts as a ticket
o l,gwmg possession of the t.ulwta.uee ~bhe commodlww—on demand.  Inconvertible
||| paper money, as the Amm 1can dnllm i« also a ticket for a commodity acknow-
i 1edgec1 to Le due, but as tho time for giving it is not detined, ib is bought us a
dabb subject to uncertainty of actual payment. It paw s us such,  When there
ig "Loo rauch of snch debt fm' use or umency, it drops in value, fromm excess, a8 it

‘ ;"‘cannot ’be got md of’

i “My own %peuenc,e ﬂlustmbef, this tmth I paid a sover eign to the pm-
A\ prmtor of an hofe. at Crenova a few years ago, He took it, and then asked re

whebher I had & Victoria sov eu'lgn, s this one was a St. George and the Dragon,
(of George 111, Surprs ived, T asked for the reason, | ¢ Sir he said, ¢this sovereign
Ul be melted (lovm before to-morrow evening. The new sovereign will prove
Gl weight, the dragon will be light. = In other. words, fhe sovereign paid my

L bﬂl a8 a lump of yellow metal, ab its ve alue in the metal market.’”

. “Nolaw can alter this! process. - Aristotle, ages ago, uudelstood the truth,

and descubed comage a8 a vontrivance to save the tr rouble of weighing.  Nothing
 could be more accurate, KFrgo, coinage will not do what you! desive in India.

| Nothing but’ demonetisation will, unlesy silver recovers its value, and iy steady,
‘which it will not be.”!




‘Tt is quite 1mpowble by revs uessatwn ot‘ camage fo bring 4 rupée worth“

15, Bd., ag silver, to two shillings as coin. The coining in that cage would not

eoage. llxcellent rupees would be msmufactu.red by a new styiﬂ of fm*gem, as

good as possible, and they would flood every Tndian market No art of man

can make silver worth 1y 6d. in Europe, largely and permanently worth 2s. in
Tudia,  The holders of Tndian gold would hold it tight, except upon a prermum,

which would practically make the rupee worth ls. 6d. only. You would not

get gold coin out in the place of silver, Mr, Seyd’s reference to a di mmutmn of

green hacks, nccompanied by an increase of value does not apply, There were

not two prices for the same article; the paper dollar had its Amcriczm va,lue,‘ i

and ' none other.  In the India case there ave two walues of the mpee mm,

. supposed, in India, at 2s., the other all over the rest of the world ab 1s. 6d. Gl

“Now the action on prices would he certain, though slow and capnoldms‘
during the period of transition.  No European would sell goods to India for the
sawe number of rupees caleulated at 25, He would have to bring the,rupeaa 10/
. Burope at a heavy loss, for they would count only as 1, 6d. in every English )
warket ; and he would not be able to get gold except at a premium, which “" i
- would: be no cure of the evil.  Cold would never come vut in India in exchaﬂQ? i
for 78, rupeeg, or ten of them fora ﬁovetem:, when the zupws were wort‘,h onlv\ i
Lp6d. everywhere else.” ‘

“ 1 see no remedy but the demonetisation of uﬂvm acuompamcd to ease the |
(mn‘uﬁlon by the issue of small convertible notes.”” ‘@.; )

¢ Ify indoed, India had no foreign trade, and no pm‘manent dd)t but mﬂy“l,f‘p ‘;
village every-day transactions for ready money, then she might endure the evils
of an ever changing value of her curvency with comparéhtivdei-me and indifference,
The alterations of the currency’s worth would be wverygslow, and the loss would
be distributed in small fractions all over the community. But large and abidin i :
(lebts, great treight tmde much credit and the like, would inflict tex l'lble ch%sm\
(and inconvoniences,’

2. In the above, the differenco between my correspondent
and myself is that his remarks apply to the cosmopolitan, and
mine to the local value of coins; for although it is quite true
that, when the introduction and withdrawal of coins from eireu-
lation is absolutely free, Aristotle’s definition of coining apphe% |
and the coins circulate and pass for only their world-wide
metallic value; soitis equally true that when the supply of the
‘coins is strictly limited, they may, if legal tender, have a higher ;
Jocal value, either when, a8 in the case of our shillings and ha,lf-
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it were absolzweh/ zmpowble by any means Wha’nsoewr to D ‘0":
gure a sovercign, weighing 123-274 grains of standard old,
without surrendering 246548 grains of the same gold
‘sovereign so obtained would exchange for double Mze amount&
oi goods now commanded by it

6. Tt would be no answer to this argument to sa‘v‘"t;hat‘, in {1
case of a seignorage or tax, the coins would not ba, worth
becanse no waste actually oceurred, and the number vefa
by the State are put into the market; forit is not the pmduce&f
of the whole bulk of metal delivered to the Mint, hut only that
pact of its produce which the miner receives for his aahaw thh |
influences the further supply.

7. Hence we see that a tax, such as a * seignovage " if it
be quite unavoidable, necessarily adds to the market value of a
coin ; and that it is possible for a coin, under certain civeum- L
stances, and within the territories to which such circumstances
apply, to command goods in exchange to a greater extent than o
the mere metallic value of its contents ; although 1t is true that, e
gener ﬂly, e principal or standard coins of every conntry a,r@vf i
manufactured for the public at a trxﬂmo' expense, and it is
conlrary to sound poliey to burthen the chief mstrumonts @f o
exchange with any tax whatever,

»1‘\

8. Tt is possib'é; the’reforr* by scignorage to eause a me-\
tallic currency to pass in local exchange for goods at a hlg‘,:er o
value than that of 1ts%mctalho contents in the meta.l markeb



a6

o
e quantn ty of cum*e,nt roney requived by any

Lountry depends upon the number of its cash transactions, the

rapidity of circulation, the means of economising cash, and a

variety of cireumstances which vary in different conntries, and

L

*;‘;; 'I‘here is unother case in whlch the same phenomanon may
‘ooeur. , e

and at different times in the same country. When the currency

consists of full weight untaxed metallic coins, the quantity of
currency rcsgulatc* s itself, by a self-acting process, through its

operation on prices. When such coing are in excess, and do

" mot exchange for the same value of commodities as they do in

£ §

other countries, they are withdrawn and sent abroad; when
they are deficient, they are found to exchange for more value
of commodities than in other countries, and they ave conse
quently brought in from abroad, and the equilibriun is restored.
The variations in the value of the coins, as between any two
countries, can only proceed as far as the cost of transmitting
and transferring the coins from the one carrency to the other;
but when they are of full weight, and passing for their metallic
value, they will never exceed that.

10. Let us now consider the case of a country in which

_ the currency consists of inconvertible notes. It will beat once
percei ived that, with them, the solf—:wtmg reo'ulatmg principle
just mentioned does not exist. 1t would, no doubs, be possible to ‘

frame regulations by which the issues and withdrawal of the

. notes should be so regulated that the current value of them,

within the country, should be uniformly kept equal to that of
full weight metallic coins of the same denomination ; as was the
case with Bank of England notes for many years atter the sus-
pension of cash payments ; but this duty might be neglected,
or for politieal pirposes abused, and the consequence might be

variation and uncertmnty in the value of money, and all the
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ere ai 0 two mluoq of the rupcse, one, supposed I
‘bther all over the rest oi' the world d,t lﬂ. od i
8,
ut does so ‘fwrham /It was bxought iorward to show *hat i
‘mere 1eq1uctmn of mumbers would “ appreciate’’ the ins frum.
ments of exchange, ‘and the fact mentioned by Mr. Seyd proved
. that mcre reduction had improved the American greenbacks 77
per ‘cent. Mo which mmht perhaps have been addcd the case of
: Bauk of Lnﬂland notes, previous to the resumption of cash pay-.
‘ments. If bits of pmper which ave worth next to nothing, and
~ have no. d@ﬁmm engagoment topay, can be made more valuablw *
;by‘rcs’mchon, surely bits of metal may be so too. It could
. hardly be Lontended that if the American greenbacks had been
“;;’enﬂraved upon tablets of copper, or aluminium, or c;mmpul upon
| any fibrous material having a decided value in the market, th Lt, ‘
" faet Would hfwo prenenfecl their appromatxon as’ money

3

14. 'There is a third case in w hw‘h eoing may cireulate and
‘em‘lmn e freely for ‘commodn‘wq in a greater ratio than that of
J ‘theu* meta‘llw worth; and that is when they are subsidinry to
another Sllp(“]'l()l" currency, by which the exports and im ports,
and consequer 1*1y prices in a country, are rvegulated; and in
. sabordination to which smaller payments are made, Gf this
_ character is one own silver Currency. o

1o, It s hardly necemmy fio oxp]am, that just as an{ i
mwnver‘m ble, paper currency, so. a ‘motallic token ¢ urrency
"m‘,ty circulate in local exchange at & higher value than that of ‘
its metallic contents; a.nd in regavd to that part of its value in'
“excess of its market price, it would be seen to be the same in
. principle as an mumv“erhble paper curreucy, if the latter were
supposed to consist of notes stamped upon some material which




vqual ﬁuppmed value,pnd oalqo that 1t 15 Jmposm‘
cmsmtlon of coinage to bring a rupee worth 1s. 6d. ot
coin, an exception raust be wade in respect of the thr case
~ above-mentioned, in which mﬂler firstly, the loeal value of coins
‘has heen increased by sewnamwg, or second ly, a resmctod‘
curroncy has by limite ition lxeon raised to a htgbur local pow er‘

i 1 or ﬂurdly, “hcn it is cstabll‘;hed in a pommn m ﬂ»ubord ”‘,a- :
tion to a superior currenoy, by which latter the m]*nes oi' all w
commodxtws are rngulated ‘

1 Now in both these two* 1attr~r respe(ats my propo%lsfm’ ‘

‘the restoration of the Indian currency is free from the difficul
ties which have been supposed to attach to it I‘u‘s‘c, 1t w :
proposed to completely restrict the further. msucq of sﬂve :
 coins ; and it has been shown that, owing to the 1mpr0vem‘ ns
under our wdmmht) ation, the trade of the empire has mcreased .
and is inerensing with so much rapidity, that the rcquwemuutg
for circulating medium would probably ten years hence, be |
'double what they are present; so that even if the rupves were |
_now depreciated one half, there would be reason to expect thab,‘i”,j‘
in that time, at all events, they would have resumed thenrg‘,] o
normal local value; in addition to which the fact is stated that
up to a very recent peviod (March 1876) it has been a‘sce"“‘  ‘1
tained that the rupees had not on the average hecome m(xtomajlv
depreciated ; so that little or nothing has to be dm}w, Mcef)t to

. * T might have said ¢ Tn all three respects,” for Indian rupeea ‘umf‘nynw in
‘the same position as if they lad been coined unden a seighorage of 243 per cent.




]]‘,‘@m“eet the quuaﬂmes which the dmturbance of tshe exchanize
“may have eﬁfecfed ‘ ;

80

i ‘18. But upon“this head it is objected that we cannof re
i striet the co\;iliage‘of rupees for India; that ¢ the coinage in
. * that case would not cease. HExcellent rupees would be manu-
. *factured by a new style of forgers—as good as possible, and
f“they would flood every Indian market.”” Upon this point it
may be observed that, although it is true, that a strong
temptation fo forrfcry would hereafter exist, yet it is also true
. that tho temptation and risk would not be greater than they
- are at the present moment, and have always been in India since
the year 1835, Itis not supposed by any one that the existing
Tupees are now worth more than usual, but, if anything, less.
Now, the gain by forgery being the whole value of the rupee,
minus the expense of the counterfeit, it is clear that this gain
~could not be greater than it has always been, if the Mpees never
exceed their former value. But instead of the forgery by
counterfeit coins, there may be hereafter the new temptation

. ‘more especially referved to hy my correspondent, namely, that
ol unlawﬁﬂ coining from true standard silver. This would be
a erlme of a very different character. A Native workman, using
the more fusible inferior metals, may, without much duffioulty,
~ produce a tolerahly fair imitation of a rupee, capable of being
got rid of under favourable circumstances. In that: case,
reckoning, for argument’s sake, the rupee is worth 2s., his profif
would bc‘, for each counterfeit coin 2s., less the value of his time
and materials. He could not produce so good an imitation of
‘a rupee with standard silver without much more labour and
the help of machinery, as it is an exceedingly difficult coin to
. execufe in true metal, and his gross profif in this case, instead
of being 2s., would be only about 4d. or 6d. Thus wo perceive
that the temptation to unlawful coinage of genuine rupees
could not apply to the solitary forger with his few rude im-
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ell to meet all th and other similar
ons by a few frank statements ; and in
6 must be remarked that a gold standard
Y ¢s not, necessarily, imply the general use,
d, any use at all of a gold curvency, The standard of
ry may be changed from silver to gold, and from gold
to copper, lead, tin, alumininm, or any other metal, and still the
af;‘txxﬂalfcu”‘rréﬁc;f, “W"\"‘héﬂi}e‘i“Gni;ﬁ's‘wor notes, remain the same, The:
! ;‘stz‘a}uda‘i"cl,«d‘e‘p‘jénd,s“iu‘po‘n,’ and means, the ‘commodity or article,

by the surrender of a ‘certain. amount of which the current

legal tender money is obtdinable ; and the value of which com.

mpdfity;“:tli@“ Qoin‘:icmf;séquen;tly‘ convoys and exchanges for, A

| note which should be procurable only by the surrender of
| 128274 grains of gold, that is, at the rate of £3. 175, 104d\ per
. ounce standard, and redeemable at the same rate, is of the same
~ value in exchangs as a sovergign, and if the whole ourrency con-
sisted of H‘sudk&; notes, ‘they‘- would constitute a gold "sf;a‘ndard !
‘ “}c‘twrem;‘z,‘Wiﬂ:i()u;t a single gold coin belonging to it. ‘

22, Tn Scotland and. Treland this is, in a rough way, ap-
‘,prb:fcirngmtely the case, as the people there generally prefer the

. use of notes J’mcd‘ins‘.“ It is true they are not inconvertible, and
. it might be ”cleni*e‘tl’fftlmt“tlxwy would circulate if they were ; but
~WhlleI would remark, in passing, that if they were properly
|\ restricted in. number they would do 8o, just as the Bank of
. Bngland notes did, T must add that the objection would be

| quite irvelevant, as the only object of mentioning them here is
! it s,‘h‘mv‘that a gold standard currency (unot a standard gold,
.| eurrency) may exist without the indispensable use of gold eoins. | |

e 23, It ‘is possible that, in any country, a gold standard cur.
rency might be‘establi\shed without the aid of a single gold piece
‘ in cimulaﬁio:n, il £1 legal tender notes were delivered on the
deposit of standard gold bullion at the rate of 123:274 grains for

e
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 each note, and if they could not posmblyhe proeuved in any other i

way, they would comtand in the market the same purchasin
power as our present sovereigns ; and they would do this even
without being payable on demand, provided that, after the
currency had been stocked with them, the demands of the
country for circulating medinm never dxmlmshed however

slightly ; for the moment that the notes began to be px‘oduced]‘~ i |
in excess, 80 as to be slightly impaired in value, it would be a

loss to any one to give gold bullion in exchange for them, and !
they would ceaso to be produced.  Hence, although in a country

like England, where, owing to innumerable circumstances, tlm i

dmmnd for ' cash may be very variable, and the regulating
check of payment of notes on demand is highly necessary, '

~on the other band, in a country like India, where the commerce

18 wdmnmnfr with rapid strides, and the demand for civenlating

medium is constantly increasing, the want of such a check is

not so important, and its femporary suspension of no crmseg
quence ab all. The greatest appavent evil of an mconthlhle

currency is when there is a want of bullion for export; and as
a self-acting means of securing the unalterable suffie siency of |

the note, it would be betler, in any permanent arran gemeont, to.
make it by law convertible into bullion. = At the same time, it
muot be observed that, upon the hypothesis that the notes are

 kept fully up to the value of gold coins, tharé would be no loss

in purchasing bullion, for export, in the market,
Yo ) i 3

24. Just as the buunoss of a rapidly proqumw c'oun\‘ryg“‘
could be transacted by means of paper tokens, as above, so could ’
it also be managed by means of metallic tokens ; ; and all the
more certainly if the metallic tokens were already in the hands _
of the people, and were readily acucptetl by them in exchalige
for the full value they originally cost, and at which only they . |
oould be increased in number, as the daily enlarging r*oqulrements i
of commerce called for them. i




4

26 : ‘I*L‘Q.'p‘o‘si“'bidn of It‘idi:‘i‘}aﬁ‘thié:mbmgn‘t.,, Tts ‘i.'n.wn-
habitants are in possession of 2 currency, which, up to arecent
dat;e, was still éire’ulating and received at the,if value ‘o‘f its origi-
 nal cost; and if the necessary change be not postponed too
 long, but measures be promptly taken to secure that the cost of
 procuring rupees heveatter shall bs not less than what it formerly
\was, before the decline in the value of silver, there would be no
difficulty ‘in‘r‘na‘iﬁmiuing their original value, and causing them
to lake their place as subordinate parts of a superior currency,
to be afterwards gradually supplied, and founded upon a gold

0

standard, b

a5 Bhokt

% By the measures proposed, the Government, would
ot be called upon to provide any portion of the
motal  required; and henco the Arst question to which

lhave referred i pmragm‘ph 20 meets with an answer,
which shows that the standard “of value of a country

. may be changed without the acquisition by the Govern.
ment of the new metal constituting it. The second question

also is answered by the above remarks.  The parties who

| propose it are evidently ignorant of the fact that the Govérn-

. ment of India, as a rule, have nothing whatever to do with the

) provision of the precious metals to bhe coined, any more than
of the lettors carried by the Postal Department, Parties
engaged in commerce, chiefly, and all the public enjoy the
privilege of having the precious metals coined, and it is there.
fore from the public that the metal wonld be obtained for any
coins required by them. :

oy may be as well now to draw attention to the fact
 that the standard of value is a measure of the labour and exX-
. pense, that is, “ capital ” expended in producing articles in a
 market for sale; and that the Iﬁ;oyal;‘nnﬂ;als have been used for the
purpose of this measure because, together with other qualities,
they have been for lengthened periods nearly uniform in

Rt



J desirable, besides the Enghsh gold stﬂﬁda 1, b
' that of Platinum. Apart from legal Ob;]ectmm,‘

j’ o atat;me that coins mmht be mmted Wlthout ghwg

 ‘ rcadﬂy s-ﬂc,able value of 30&. per ouix‘

. be innumerable, there would be no difficulty’ in

| as many grains of platinum as would be precisely squal in
o the 128274 grains of standard gold contained in a sov
.f«?and, should be admitted into urcu?atwu, havmm the same
 tender as our sovereigns, ‘When the pubhc bad hecome |
harlsed with the nse of them, they would pass curr
. and no injury would be done; for ib i:éia;ss*mi;led ﬂlaﬁ;‘ﬁ‘hé
| dost premsdy as much as sovereigns, and be 1o adle saleable
s much. . Bub this would bo a double standard. If, after
~ ‘tlme, when the phtmum coing wero fully mmblmhed the
_oeption of gold by the mint were stopped ; thwt“wmﬂd con” |
& change of standard. Admitting ail the partlculam of
. hypothesis, it is conceivable that er change mwht bc eﬁ'ﬂ*

i Wll,hout disturbance or injury to &ny one.

, 98, Asan illustration of the proprwty 01 the propowd mtaw,
v ference on the part of the Govern ment, let us suppose that, owing
' to some unforesoen convul sion of naturt it were. dlsmvered th
. the 1eng:‘,hoithe pendulom vi hr‘x(mm semndw, onwhmhoﬂr 8
ard yard measure is founded, had gradmlly decﬂned from 39§
inches to 27 inches, and it were well known that mnnmex za,b]aq
contracts founded npon the legal ‘;ta,ndfwd had bemn ntmte»d} i
by the change, which was still going on, to the enormcms ](ms” :
and distress of the commercxal world. Can we conceive i
possible that the Government would hesitate to take immediat
 measures for substituting in liew of the defaulting sta,nd :
' the equivalent Measure of some other more reliable one, mwh a




1 ‘g‘ ort;,on pi t}ae Jear
re? [They would be satisfied that in faithfully re- |
eaqmre of Qorveet dlmenswns they were not only 1o mcurr’mg‘ it

i

,hmlschmf m:td reatm»mg m*der.‘ b

o, Admmhmg,ﬂwn that it is the dutyoi the Indian Govem-
vmmt to gumd the standard measure of value, and pmwnt e
‘ alteratzon that i to say,in other words, to keep the labour and
expense, or the (‘ast of pvoemrvm rupees as much ag pos*stble |
| ,consﬁmnt and mv&mablc,‘lt is olivious that when the cost of
"prccurmﬂ' tha mpeb has become less, it is mdtspensa,blc to its
truth and aceuracy as ‘a measure of valae that it should bo
fﬁvcwtored {o what it \ms, and umiormly kept 8o, as long as it is
| retained as a measure. ’Tmn years ago the cost of procuring, that
| is the value of 10 rupees, was steadily the same as that of halfa
i rqu,,w*ror of wheat worth 40s. per quarter, Since that tlmu the cost
. of the | rupees has fallen 28 per cent., and ib Would appear to be
_ clearly the duty of the Government to sce that they are restored
, | to their former cost m}d walue in "[mha, s0 a8 to (‘ommsmd the i
: ”'same half-qumter of wheat and other commodities as before,
i st as much as it wonld be then duty to restore the truth
f any other stmdard measure.  This duty might be fulfilled
‘ w1tb0ut _changing  the stzmdmd by increasing the charge
o Qommg silver, more, and more, as the latter bemme
~of less and less value in the market; or by an imporb duty on
silver bullion and uncurrent coins; but as these might give rise.
L it9 oppomt,mn it is satisfactory to know that they are not neces-
| gary, ! and that the required nnprovemcnt can. surely be bmughﬁ
' «about by the ﬂppx‘euatmn of the rupee and the gradual rlse'
of the exchax\geﬂ. L ‘ ‘
30, We must remember that the rate of exc'hzmge with

i India depends upon, and in fach és, the price at which current
. rupees can be proeurcd. When they can only be had, as pro- ¢

30



W posed by deiwmuw an ounce of smndzwd gold Worth 933&, f'm'
‘88 Rs. Ldas., every rupee costs and bbcmmes; in currency worﬁh

into the currency should at any time be made cheaper. Th

94d., and will for ever continue worth that, unless admmmon

rupees cannot possibly leave the currency, as they wonld be
comparatively worthless outside of it ; but they will pm‘u]mse, i

at the same rate which was given for them, vm, 38 Rs. 14as. i
“per ounce, gold which may he req uired for barter or export, txll i
there is a plentiful diffusion of gold coins available for the pur~ [
‘pa.se. L j . ‘

81, Another olgoctmn pointed out by my frwndly ori Lm

hus no doubt proved an obstacle in many minds, and it is exe
P Jy

pressed in the following sentences :—* Gold would never comg ;

_out to India in exchange for 2/- rapees, or ten of them for a

sovereign, when the rupecs’ were worth only 1/6 ova,rywlmra
else.”  “Theholders of gold wounld hold it tight, o}rcept upon
a premium, which would pra,cu ally make the rupee worth 1/6
only.” Now, in angwer to this seemingly formidable objection, it

. “is only necessary fo draw attention to the fact that the commerce
of India has for the last eight years required returns in silyer

and hills at the rate, on average, of 17* mllhom of poum}al j

i ‘t;terhn per annum, That is the amount which it has been

absolutely necessary should he obtained directly in metallic

cuerency, after the exhaustion of all means of ‘making rc,tums

by goods. Such being the case, when 17 millions of pounds
storling must be had in rupees, and can only be ohtamed iy
Council bills or gold, it is obvious that the rate of the Oouncﬂ
bills must rise to that of gold, or 2 per rupee. When that rate
has been arrvived at the price of gold in India wecessarily fzyl].s I
to 88 Rs. 14 as.t; and the rupee is worth 2s. in gold and,
overything else. 8o far from a premium or “batta” on gold

| mté‘dmmrf' with my proposed plan; it is conte *mplaf‘eﬂ and in-'

i Vldf‘ Report of Comnnt\‘ee ot the Depw-cumon of Hilver, pp. 32, 33.
't Vide Appendix, para. 18,
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"‘tendcd to. e mther an ssisbanich o Mk B should be high
 ab first it would facilitato the introduction of the gold; and as
_the rupes became “appreciated” and established at its true
‘former value, and the supply of gold coins more plentiful, it

fi

would gradually fall till it disappeared entirely ; after which

the gold coins would in due course be made demandable, and
the payments in silver more or less restricted.t

32. The remark is made that there is no remedy but clen
roonetisation, to which it may be replied that my proposals do in
fact amount to nothing less than demonetisation; but it is demo-
netisation altogether free from the very serious difficulties which
have accompanied it on some ocesisions. When it is resolved
by a state possessing a full-weight silyer currency to change
the standard to gold, and veduce the silver coins to a subsidiary
condition, it is necessary to call in and recoin the latter, in ovder

to make them of less value than their denomination outside |

the currency, and so prevent all the evils of a donble standard,
But in the ocase of India at the present moment, this, for-
tunately, is quite unnecessary ; because hitherto, althou‘rh our
yupees have retained the high value they formerly possessed,
and which would be embodied in the future gold coing, they are
already of about 28 por cent. less value outside the currency than
# Vide 1st Mssay, paragraph 44. 2ndly. v
‘ # In India gold coin would be hailed with gladness by the people, but they
would ab first ba used chiefly for hoarding and transactions with foreign traders,
Fur yoars to come, the vast bulk of the internal transactions of India will be
cavried on by silver, the circumstances of the country being very different from

those of Huropean nations. As long as the supply of the silver ourrency is in
the hands of the Government, the use of gold coing will be capable ol being, in

some measure, regulated. 1f the supply of silver currency be overdone, the gold
will leave the country ; if it be kept short, more gold will be brought in again,

This would only tike place slowly, and by the action on prices ; and the scarcity
or abundance of the supply of gold to meet the wants of the people would be
indicated by its commanding an agio. Bub it must be remembered that, indes
pendently of relative values, & preminm upon new coins is unavoidable, at fivst,
to meet the veasonable profit of the money-changer,

v



‘ the new dpnommatxdn, 28 pm-b of a gold standard curmncv,
WOuld give thum, and they would remain Jmmovably fixed in \
 the currency ds long ns they lasted. 1f, indeed, my proposal 111~ , 
\ volved the ne\ sessity of recoining the whole 1,500 millions of

rupee piecos no.w in India, in addition to the frosh supplies. of o

silver brought in by commerce, it would be a formidable undurm o

taking ; and it would be a very expensive process also, as there

 would be no room for any profit, But happily, as ;ust ex- |
plazxmad no such recoinage would be necessary; the emshng

‘ rup«#e currency would go on fulfilling its funufmm ‘without
| any ohang except a very gradual appreciation, or increase o.t"

exchanweablc value ; so gradual indeed that the vast bulk of

those habit uallv using the coins would be utterl y unconscionsof 1t j

ga Although not referred to by my able vccm"espond(mt, o
think it may be of some use if I Liere notice the proposal made
by M. Cernuschi for the establishment of what he has termml“
‘ bx-metalho money.

|84, This project appears to be, that an agreement should
 be entered into by all the principal nations of the world to
| ‘%stabfiiish double standard currencies, on the basis of the free.
coinage of gold and silver, in the unalterable relation of 151
by weight of the latter, for one of the former ; and the main
a'rgument in support of the scheme is that, if it be carried out,
the demand for silver would be so much inereased, and that for
gold so much diminished, that they would gradually approxi-
mate to one another in value, hwinﬂ to increase and diminw ,

tion of supply, and in the end would settle down in the

ratio fixed by the law of all countries,

36. This proposal may perhaps be vety tempting to France
and Germany, at the present moment, as they possess large
masses of silver currency they wish to dispose of ; for it would:
give the silver a status and value it is not likely to attainin any
other way, and save them from very heavy losses. It might
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. alsobe iemp‘tii‘ﬁg‘tb‘ India, if it were necessary to get rid of her
. silver currf’ney to establish gold, which fortunately it is not.

. But let us look at the suggestion in a practical light, and judge

: by the consequences necessavily involved in i, whether there is
. any probability of its early successful accomplishment.

‘36‘. Hven if we were to admit that, supposing the measure
earried out to its full extent, it would be attended with all the
advantages claimed forit by its author, yet it wonld be enough to

 ‘ - say that as it essentially requires the consent of so many of the

_ nations of the world, the time unavoidably spent in negotiations

before the result could be accomplished would forbid the idea

of resorting to it as a remaedy for the present Indian difficulty,

which urgently demands immediate action. = Let us assume,

however, that this difficulty does not exist, that universal con-

sent has been obtained, and laws universally established upon
the basis required ; and even, moreover, let us for argument’s

sale, grant that the results contemplated have taken place, and

_ that the two metals have become finally settled in their relations

to one another, namely, in the ratio of 154 to 1.

; 87. Let us further, too, for argument’s sake, allow that the
two metals in approximating to one another, yield equally ; that

- gold from the diminution of demand, falls in value as much as

 silver by the increase ol its demand is appreciated ; and also that
they start from the present position of things; in other words
that before the new system and laws come into operation,
theve is no further loss of the value of silver, which will therefore

 be reckoned at 48d. per standard ounce; and, considering that,
neither the French francs nor the German thalers have been
yet sent to market, this is making a very large concession ; the
vesult to Great Britain would be as follows : —

88. If the price of standard silver he 48d. per ounce of 444
; i



is E%()L 323(1 aml thv dﬂfumnw hetweon that a
| \pure g‘old 18 |

‘ 'pomtmns, tlm result Would be a doclensmn i
of gold of 102:978d. out of 1010° 27 0110019 |
ratio the pound sterling and every other ‘V“'ﬂu@

\‘nfoulcl be mlpovcrlshed i

i ‘_‘;"oi every valua a,nd of *:«11 con tr \0ts in tha kmg;dom -‘
) hack to tlw pomtxon in wluch we Werc Just now pl’lcbd, b fo e th

it pou ﬂm (wmemeut of thb Bmtnsh puhlw t0 50 large i
. plicated a measure as would be involved in the adoption
. bi-metallic system, it would be tantamount to the postpon
. ment for years of a remedy urg ently reqmred Wlthm ‘
weelks; and that even if if were sure that the bi-metallic
system would be eventually adopted by the whole Woﬂd‘ ‘il
“ swould be absolutely necessary to legislate in the meanw.
to remove the present immediate and urgent dmbr

‘, Indm

; 40. If T might without 1mpropmety ventura ta uxpres'
' an opinion as to the course to be adopted by the advoeates
of the bi-metallic system, I would very respectfully observe
that if, instead of pursuing an attractive theory, they W01x1d“
adopt the arrangement proposed for India, namely, allow thmg,
| to remain as they are, continning ‘rhe ]egal tender of b@th




‘Ess. 2 : 51’
jmotals, but prohlbmng the future comage of s1lver except
i apen the vote of the representatives of fthe nation, they would
do all that is practwable towards lessening the e\nls of the
. sudden change in value of the precious metals, and provu}e
. fully for the wants of commerce by an arrangement wdlﬁ’ermm
almoqt 1mpercapu1b]y from the existing system.* i

Ihian, ]3efore conelnding, I think it may be very desirable that
 Lshould succinetly state someof the objects which it is necessary
. toaim at in arvanging plzm for the restoration of the Indian ¢ux-

: jrrmcy, the diffieulties connected with o change, and the dangers
to be guarded against in carrying it out: and at the same time
explain how these have been foreseen and provided for by the
measures I have endeavoured to advocate. The proposal being

Al o estabhsh a ful] weight motalhe gold currency at the head
| | 4 # Tt hing' Doen explained in Hysay No. 2, puraé‘ 21 to 24, that it would be

i | possible o have in any country a gold standard ewrveney without gold coins, and
0 this was illustrated by the fact that both in Scotland and Ireland, where gold is
{0 the standard of value, very few gold coing arve in civeulation. As a corollary to
. this, it follows that if all the chief Huropean nations were to adopt a gold
R ‘ﬁtdm'lta,rd of valuation, it would not necessarily happen that the relations of value
. between gold and silver should be thereby prejudiced ; on the contrary, they
wight possibly be 1mpwved therehy. If, for ingtance, all the nations used no
. gold for their internal cireulation, but only silver or notes, c both, strictly regu-
Iated by gold—using the latter in the form of bullion exclusively for the exports
and ixnporbs, and thereby the regulation of their internal cuirency and prices—it
will be evident that there would be  much smaller use of gold, and al larger
‘use of silver; and, as gilver would hold in all these countries a subordinate

] ‘pomtlon, commerce eould in no direetion whatever be prejudiced by any flustua-
fion in the relative values of the two precious metals. IF instead of dispensing
altogather with, use of gold for internal civoulation, means were adopted, by
agreement of all coruitries, for its use to 2 limited extent, the relative demand
for the two metals might be, in 8 great measwre, controlled, and variations in
their relative values checked and moderated.




('ombma,mon of the measures proposed whwh vmbody t‘
followm pnnclples. ‘ :

2nd 1)0.4-'1[‘0 pwvide P mm‘ency for u&e, when th
present rupees are demonetmed |

drd Object. — o avoid the djfﬁwltleq msepambla fm
a double standard, which has been proposed by almo_
all writers upon the subgect ‘

ath. Do.— To establishthe new (,urrency m ﬂaﬁj,r and smaple |
relahons with that of Grea,t Brltam. L

Bth. Do.~To avoid any loss in the value of tha Indian
PEVONUE, | i

Gth. Do.—To ayoid any  material altemtxon of pres A
prlcofa and contracts. ‘ L

42, All these obJeots are hcheved to be roahspd by o

1st. The pmchcal exclusion of silver from the mmts m'f
favour of gold. : s

2nd. The consequent spontaneons adrmsmon of gold
the currency, by the mere balan(‘e of trade only

Brd. ’J‘hu establishment of the present ru“poe curro*ncy atw :
the value it has formerly held, and still holds, in rela‘-‘
tion to commodities in India, by stopping further . |
silver coinage, and making the exchange at 2s. per i
rupee, the limit for the admission of gold, i
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\"7“Mh.‘i*“f}y*‘tiﬁlis‘ing‘ ‘the fpreséntu si'.’!f*%r‘e‘x" Qﬁrlfériqy ab its full
e local value for all payments till they can be made by
oty ‘ il

i Bih By the gmduzﬂ legalisation oi gold WithOiiﬁ; at any
. time, permitting.a double standard.

| 6th. By the final settlement of the silver rupees as purely
auxiliary tokens when the gold coins are sufficiently ;
* abundant for ull payments, and can be made legally
‘demandable. ‘

43. Returning now to the sapposed difficnlties to ‘be over-
come and objects to be attained stated in para, 41. It may now
o be explained that the firsf named difficultics of the want of gold
I toform a gold currency, and of a stock of gold coins to enable
' {he Government to declare them legal tender ; and to make gold
. the standard of value; are met and overcome by the facts, 1st,that

a gold standard may exist with any kind of currency, provided

" the latter can only he obtuined by the delivery of gold; and

~ 2ndly, that gold coins may be introduced as legal tender, and

. enter the currency by degrees, provided that they be not made

| demandable without due notice, and then only in such propor-

tioms, and at such times as the stock of coins in the country
admit of it. ’

44, Secondly.—The supposed difficulty—that of providing a
ourrency for usewhen the present rupees are demonetised, is dis-
posed of by the fact that although silver is demonetised, the coing

. retain their present full local value, and are as useful for all
future time within the country as they have ever been. As,in
fact, it is not proposed to demonetise the rupees, this supposcd
difficulty has no existence. W

4. Thirdly.—The difficultics supposed to arise from 'the




on of sﬂver by the mmts 1s sto ed, and thee
: 7 of gold, the fs'l;andar‘ .
bl (*hansz;ed ’m goh], :md tlm ml T o iﬁs becom subsidia ¥
2 ‘would wtcun theu' former value, but 1t meld be alpca 0

i 3“": ‘,446.;'% anl . »——'I‘]m object of esta,bh, ng the n.
Vi zm eznsy fmd mmple rchtlon Wlth that of (xrem Brlm

e

per annum.

AR Siathiy. -~ ’L‘he rwmdnnoe ot‘ any ma’rcmal a}mmtmn 0f,
present puccs and contracts Wi]l mfldently be seoured by cao

stiain wh.x(,h s now brons;ht upon commerce by the _d‘ jraxig
ment of the exchanges allowed to disorganise existing prices.

. 'The following is the probable course of events T the
jud pr()posc,d measures be adopted. The Gfovernment would, With
| or without successive steps, practically close the: Mints to
' gilver. The exchanges would then rise, till they reached
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par rupae, the prwe of gold bulhon f'alhng “ pan pasau” to loss
. than 16 rupees per tola pure, alter which it Would be brought
. to the Mmt for coinage. ~ :

85

e g e

50. The existing I'H])P(‘b would continue to occupy the
place the‘v have always held in the currency ; and prices, it
and so far as at present deranged, would insensibly resume and
for ever retain their former scale. The pmoo of gold hemg
reduced to the normal rate of 88Rs. 14as. per standard ounce,

. or15R s, 14as. per tola pure,® will be procurable in exchange

L for rupees without loss, when required for foreign. barter or .

P export, pending the time when an abundant supply of gold

coins shall haye been diffused throughout the country. When,

also, & stock of gold has been acoumulated as cover to the issue

 of curreney notes, a large fund will be readily available for the

same purposes. The way to the prompt restoration of the

exchange and currency is to be found in the absolute control

gained hy the Secretary of State the moment that the ruining
competition of cheap silveris got rid of.

i 51. Finally-—1I am anxious to refer to a remark which is
| gometimes made Jpphcable to my proposals, namely, that the
~ rupees would have a “forced” currency, and an ‘““artificial !
~ value. Such an epithet is rarely applied to our shillings and
half-crowns, which circulate very readily without forcing; and
in regard to artificial value, this expression is never used as to
the price of highly-taxed commodities, such as ardent spirits.
And in this particular case it is in one sense hardly correet ; for
what an article actually costs to bring it fo mark et is a real value
. when there, although it may be cheaper elsewhere. I wouldalso
. notice an expresswn usod by raore than one respectable writer,

% @old could be delivered much cheaper, and has been sold even ag low as
14Rs. 8as. 5} pies por tola.  Vide my “ Remarks upon a gold enrrency for
India,’’ note to p. 28,




order; in other‘ Words, that it Would be as dplarop‘
'speah. of the momentous step taken by a man WhO‘ ha

Lom)on,
o 13t,duyust 1876.
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| BSSAY No. 8.

i

'CONTAINING ANSWERS TO SOME FURTHER OBJECTIONS,

1 The proposal of the Bengal Chambér of Commerce to
stop the coinage of rupees, has been objected to on the g ,L.,round ,
that its effeet Would ‘be to hold out the greatest stimulusto
. pnvate 001mge whmh h‘)fs ever been given in the world. That
~ the Americans will not lose the Indian markets if they can
help it, and if the (Jovernment will not coin these rupees, they
will do it for themselves, that no law will be able to keep what
they coin out oi India.

9 'l‘hls objection has been remarked upon in my Essay No.
1, paras, 28 & 29,and in No. 2, paragraph 18 ; and Lhave there
stated that the ‘‘stimulus’ to forgery in India is not mpa’rer
than it has ‘a;l,ways been since 1835, and is at present; mor
B8 to unlawful coinage seunsibly greater in India than
it 1s in France or England; and that it is not within the
' bounds of reasonable probability that fifty millions, or even
| five millions of rupees per annum should be smuggled
Jinto the country.  The coiners must indeed be much more
suceessful than is at all likely, if they should succeed in
smugeling one million, or even half a million of coins annually
into India; and the utmost amount of mischief they could
do, if they succeeded in smuggling in fifty millions annually,
would be to delay the ¢ appreciation of the currency.”

8. A great deal has been written also respecting the evils
‘of an ¢ a,pprm,utlon of the curronvy, which have been stated
to be an *‘ obstacle to commerce.” | But according to the plan
1 propose, just the opposite is the case. It is the fact that the



88

| curromy is at present “appreciated,” M in the sense of bemg
worbh more in exchange for commodities th'm its metallie value,
and the effect of the proposal of the Caleutta Ohamber of
Commerce would be to prevent its depreciation, and to keep ity

for the moment, in the same position as the b- franc pieces in 5 i

France. But, as regards the obstacle to commerce, the proposal
of the Bengal Chamber of Commerce is only so far defective,

that it does not go far enough. Tt is only a half measure, 1If,

in addition to 01051110‘ the mints for silver, they had proposed. 130

open them for gold, at a eertain limit, that would have estab- ]
lished the ¢ specie point,” the want of which is ref’cx‘red to as

heing so mischieyous.

4. Again, as to the obstacle to commerce, it would seem ,5
to be implied that an obstacle would be created which does
not exist at present. Is this true? On fhe contrary, i it not

tho case that there is an obstacle to commerce now ¢ By way

of determining whether there would be any fresh fﬂm’mcle, let  , i

s consider what would be the effect of stopping the coinage
of silver, the mints being open to receive gold,  If the coinage
of rupees were stnppvd to-day, and the Secretary of State were
to issue bills at a minimum rate of 2s, per rupee, the mints
being open for gold, as proposed by me, the rate of exchange
must inevitably rise to 2s., and would remain so for all futuve
time, as long as that state of things existed, and with barely

the slightest fluctuation. Would that be an obstacle to com-

merce P Would it not, on the contrary, be & vast improvemont
on the prosmnt state of things? ‘ :

5. Tt is not recommended that the Secretary of State should
thus arbitrarily raise his demand, and that snddenly ; but ifthe |
only left it to competition, the alternative heing gold at the

vate of 88 Rs. 14 as. per oz, it would most certainly rise of
itself ; and then all further trouble and all further loss would
be at an end.

i




o d'ed P | silver g

Inclia; but t@ pm*mlt thea laws of tra,do to dlﬁ’use mlvar ’chmmrh
¢ India and through the world,”  This might be all vm*y well if
SIndm had no. connpctwn wﬁch Lnglzmd no fixed m}vw I't‘V&‘IlU.BS,
and no gold ha,bﬂltle*s* but. having that intimate rolatmn wﬂ;h
'her, it is but eommon pmdence to COilSldLl‘ what&mw 9 he thu
! eungequences of l(mvmg mattem a{oma~ ‘

produqed at as low a rate as 1s. Gd. per ounce, If by any
‘_;jposmblbty that should be the future ‘permanent price of silver,
‘ m gold what would be the effect on the Indian revenues P

8. ’1‘111@, result (if it were within the range of even remote
prob&bmty, ought, at the least, to be considered. What isit?
It would indicate a reduetion in value of the Indian revenues
by nearly thtee fourths of their whole amount! As it may,
- however, be considered an extravag amt suppnqtlon, let us sup-
pose the perma,nent future value of silver, stated in gold, is 4s.
per mmge How would that affect the Indlan revenucs ?

9 Ib Wnuld 1nﬁ1c,t 3 pernmnent Joss in the European value
Qf our ‘revenues of eleven and a half millions sterling per
annum; and admitting that, in time, much of this might be
recoverul, it is certain that two-fifths of it would be wholly

. beyond early redemption.

10. What is the alternative pl"OpOSOd by me P It is, that
the rupees being already appreciated,” should not be allowed
| to fall ; that the further wants of the country should be pro-

| vided for by admitting gold, which would take the lead in the
currency, and for ever put an end to variations in the rate of
exchange.

e

7 It llata been saul that m some mines %11Ve1~ can bc“‘ o



e geshon, that & Gold Standcwd rmght he adoﬁted in Tndie
vthhout buying the gold, is based upon a supposed balam‘
trade of Tndia, as follows i~ ‘ i

t Accotdmv to the last letlnn there was a balance of trade dm‘:mfr the Lwt
eight years of 17 millions sterling in fayour of India, By adopting a wcﬂc]*u';
standard they would make their balance payable, not as it was now, in silvers
but in gold, and in this way they would obtain the nevessary gold. It there
was a balance of 17 millions sterling in favour of India, in the ﬁwt place, the
balanee wag in rupees converted, at ! s the rupee, into gold, In the second‘;‘
plaue, against the balance of trade they had  the India Office dmurfhts upon‘
Tndia, amounting to 15 millions sterling in gold, to which must be added all
private remittances from India, amounting to several millions. There ewe,,',“
therefore, grave doubts as to the large reputed balance in favour of Indm, i
ot taking into aceount all these transactions. . Buf if theis were a bala.nca
of trade in favour of India, it was due to the expansion of her oxpott trade,

and as the xige of prices in India had not corresponded to the fall of silver 1n7g"l
London and elsewhere, the expoxt trade was now greatly stirnulated. 'I‘he 5019‘_‘ i
object in adopting a gold standard in Tndia was to raise the value of the rupae b
outside India, snd the effect of thus suddenly raising the v alue of the rupee "
would be at once to check and curtail the export trade. But the scheme boing
based entirely upon the excess of exports over impor by the finst result of lt%
adoption would be to check natural canses now operafing in our fuvour aml so‘ i
destroy the foundation on which it rested.” ‘ ‘

12. The above does not at all represent my views; my argu-‘” ot |
ment that a gold standard might be establishe »d without buying o
the gold, had in reality nothing to do with the balance of trade.
It was founded upon the fact that a gold standard and a go]d e
currency are not necessarily connected, and that a currency e
made of paper or of rupees might be bfx,scd upon gold-—that is,
upon a gold standard—without having a single gold coin m‘ “
circulation. L

13. The fact, taken from the report of the Comm1ftee, of the
actual remittances to India at the rate of seventeen mﬂhon&“_;

per annum in specw and bills, was used in support of a very ‘
different argument, in which it was quite 1mmatcmal whether




the figures represented potinds sterling or the caloulated value
' of rupees at 2s. per rupee. The argument, whic ill be fonnd
| in Bssay No. 2, para, 51, merely requires the admission of the
 fact that there is a very large balauce remitted to India in
 specie and bills, | ‘ Wl

| 14, Tet merepeat, that a gold standard and a gold currency

| are totally different things. 1If the Secretary of State for
Tudia were to forbid the future coinage of silvor for individuals,

. and at the same time declare that for ever hereafter he would

. issue hills on the Indian Treasury to all applicants at 2s. per

. rupee, he would virtually have changed the standard by thot

. gingle act, and the rapee currency would from that date be
 based upon gold.* If this statement be fully considered, it

will be seen olearly, that the change of standard is not so0

very formidable an undertaking as has been supposed. |

15, In regard to gold eurrency, that certainly does require
the uss of gold, and I have stated my belief that it would be
gradually hrought into India and  accumulate there, although
T admitted that it would always be the first to leave the country,
. But this Belief was not founded upon balances of trade pro-

. duced by the stimulus referred to; it was based upon the
expectation that the increase of the commerce of India would

‘ “:rqguire an _inerease of her circulating medium, at least as
_ large as that which it has been proved to bave required in

| past years; and no one who considers the probable, indeed
certain effect of the vast efforts made by the Government of
late years in opening the meuns of communication, and afford-
| ing facilities for trade, can doubt that it will be even much

greater. II‘f it be so, if in the course of the next 39 years only

-

L % Tk might perhaps be desivable to adopt this a8 a tentative racasure, the coitage of
rupees on private account being only suspended #ill further notieo. This might be continued
for a considerable time, with (or without fhe use of golid coing, if a suffieient supply of the
ordinary opinage were kept up by the Government. By regulating the amount of bills pub
into the market from tinie to time, the rate of exchange might boe raised by competition 6 &
high figure; but it would ba advisable fo fix a maximurn rate at which bills 'might always
is had, o order to provide for the necespitios of commerae,

wl



| to 1874.5, namely, 167 millions sterling, my wxpectatmna will

62

28 Tauch be adde{ﬂ to the cdﬂencj‘ in gcﬂd‘ as ‘Ooidnai Hydn
states was added to it in silver during the period from 18&54’)

be fully realised; and more than sufficient gold coins for th
use of the pu ﬂoluL will have been e‘stabhshed in clrculatmn

16. But it may be said that no addmons can be mado:, to thef i
ciroulation except by means of the coinage of precions mﬂta&
 brought in by the balance of trade; and, consequently tlm‘r a
scheme which is based entirely upon the excess of exports over
imports, and which checks the causes now operating in its
favour, stimulating the export,-and discouraging the import
trade, must, as a result, destroy the foundation upon Whlci i
rests. :

1 7 This argument, which appears to be only reasonable and ‘
conelusive, is never theless in reality fallacious and mapphcableﬁ i
to the real circumstances of the case. In order to examine it i
_ thoroughly it is necessary to separate the extraordinary and
abnormal stimulus now given to the export trade of India, occa-
sioned by the fall of silver, from the natural and healthy stlmulus
nevessarily occasioned by the increase of commerce. At is
enough to say regarding these, that the former, which is tem- =
porary and aceidental, will, if not stopped, work its own come. L
paratively speedy cure, by causing importations of silver bullign @0
flooding the c'vu'rcncy, and raising all prices till the present
“appreciation ”’ or difference in the value of the rupees in and i
ont of India ccases to exist; and it is this which it is desirable
to prevent, because it would ecarry with it a heayy loss“‘ of the
Indian revenues. The latter is the natural and self-acting
corrective of the insufficiency of the eirculating medium, arising
from the expansion of commerce, and which,acting slowly bythe
insensible “ appreciation ” of the insufficient currency, draws to
itself the requisite supplemental coinage, throngh the agency of
the favorable balances of trade, which it steadily and perslstently
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0 creates 5 in ‘bhﬂ ea,me manner as the accxdentalnﬁ a.pprecmtmn il

H*g ;s now Workmg the same result.

i | 18. The same appr«*uatlon” of the currency, and bsblances of
tmde will continue and ocour, when the expansion of commerce

: requires it whether the rupee be now fixed at 2s, by selling it
. for gold only, or be allowed to sink to 1s. 6d. by a compamtwely ‘
it sudden influx of silver. And it is nof correct to say that the

measure vvh ich would stop the influx, and fix the rapee ab 2s.,
. would pm‘vcnt the future balances of trade, which would be
i caused from ‘t:lme to tlme as the currency became too small for
the worlk it had to do; or that it would destroy the foundation
~on which it rests. That foundation is the foture increase ol the ;
currency ; and if it can be affirmed with any show of reason or
probability that 20 years hence the currency of In dia will be of
‘no greater value than it is at present, then it must be admitted
 that there will be leum, to represent the value of gold coins
. to be introduced during the interval, except that of the sﬂvex*
coins destroyed or lost out of circulation. ‘
. 19. Another ﬂrgumuut brought against my proposals is the
diffienlty of procuring the gold, in consequence of the Lu’go
amount of that metal as well as silver used for the manufacture
of ornaments, or hoarded ; but this objection is, I trust, suffiei-
ently met by the fact that T haye only reckoned upon the same
additions being made to the currency in future, as it has been
proved have heen made in past years, in spite of the hoarding
and ornaments ; and also that, as the standard can be changed
 without the possession of a single ounce of gold, there is not
“_‘,the least difficulty to he a,ppwhﬁmled in doing so at oncej
' thereby for ever putting an end to all but trifling fluctuations
:‘of the exuhange, and awaiting the gradual establishment of the
gold cutrency, as the expansion of commerce slnll call for and
_introduce it,
90, The following objections have heen urged against the
‘explanations given in my second essay.

i
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In regard to para. 5 it is sald--—- |

W The * o terig paribus spoils the argument 'I‘he eoing will ‘exchange f'or
double only if they do not enconnter the metal cheaper in bullion, conaequent«ly

‘the Gif it be quite unayoidable’ (in parva. T) wush be proved and it s mob

unavoidable if cheap bullion competes, A emall seignorage iy aﬂsbaumbla
hecause the stamping and coining ave processes worth sc»mcubmg above bulhqn

21, This objection is, pu'ha,ps, dun tomy omission to explmn
the nature of the ““legal tender’’ and ils effect in the m’uLet
Having legal tender, bits of paper, containing no definite promise
to pay, nevertheless exchange for value, and sometimes equal to

© full weight coins; and bits of metal when stamped and of legal
tender do the same. There is absolutely no competition between

coins which have legal tender and bultion which has not. The
latter not being available for the legal discharge of debts, or
for the payment of any tax or impost, naturally commands on}y
an inferior phce in the market, the difference mpmmntmg the
“appreciation” of the coins, whether by seignorage or any
other canse. The effect of seignorage or other * appreciation "
is to raise the local value of coins above tha,t of bulhon.

99, Tt is unnecessary to prove that which is matter of
hiypothesis, namely, that the seignorage payable to procure
coins is quite unavoidable ; l)uoause when o seignorage is estab-
lished by law, if, is impossible to obtain new coins without paying

it. | Bits of bullion are not coins, and are useless for very many
-purposes for which coins must be had, at any price.

93. In para.16 my statement as to the three exceptions to

be made is admitted with the following limitations o

“A, for a trifling aon,noxaw B, i restricted and having no oompebltor
ab a cheaper rate, O, if the subsidiary or token cuirency of metal has no great
divergence of frne metallic value.” |

“ Silver is logal tender here only up to 40s.  Below that tha meta,llic

value ig near extough, but if the silyer depreciation abides, shillings will be coined

by forgers I am persuaded, and they will have to be increased in weight.”

i
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L 24‘._"1‘115“ *remé;xk under B is also apphed t v—p 8, 17, but
 the answens alveady given will be sufficient. It must be allowed
that when the divergence of metallic value is very great, the

temptation to unlawful eoinage is much inereased ; but as 1 haye

‘explained in No. 2, para. 18, the danger is far less in India

|

| than in Tiuropean countries,
. 25. Tn regard to this same para. 18, wmy correspondent
writes 1—— | | il

There 18 soﬂxethii;g in this veasoning, To forge gbnuine silyer rz;s'pees
may be very difficult for India. I do not ab all thitk that, the great difference

" of value abiding, it would be impessible, buat it iy here shown fio be haprd, | Still
| T would back the forger as likely to win in the long run,  The temptation would

lig 80 enormous, and the gain so large. And do not forgeb that coin iy easily

smviggled,” it lies in small compass, and woutld come in in driblets, India has

_many pores through which a little coined metal might penetrate,’

96. On this objection it does not appear to be necessary

| {0 make any further remark than (veferring to Essay 2, para,

18), to draw attention to the facts that the gain by coinage of
genuine rupees, with all the expenses of dishonest distxibution,
would not probably be “ enormons;” and that even if a small
number were successtully smuggled into the country, they
would form but an insignificant propoition of the 40 or 60
millions of rupees annually required, ‘

‘ f2"7. Of course the importation of foreign made coins must
be prohibited,‘ and they must be rendered liable to confiseation ;
the necessity for guarding against smuggling being an incon-
venience which must be tolerated by India, as well as
other countries, if we are to prevent rupees from sinking
in value together with silyer. But the temptation to unlaw-
ful coinage might be gradually reduced and extinguished
if, after the price of silver was setfled and become steady,
the Government were from fime to time to replenish the
currency with heavier new ftoken coins at 10 per cent.
seignorage ; making use of the profits thus obtained to call in

w
)

L
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and Te-coin 8 mrrespondmg namber of the Qlu pl{‘ﬂeﬁ,
them the snme deficiency of value, Wi

28, Tt may perhaps be objected that these new pwces woul&

. be houghtup for hoarding, or for the melting-pot or exportation;
but they would not be liable to this common disadvantage

because, as regards hoardmg, they would be p1~csc~x~ved by the
much greater suitableness of gold for that purpose; and, with
rogard to melting and exportation, they would be supm'sedml
almost entirely by the superior cheapness of silver bulliom.

" 99, Those who share my belief as to the future rapid

development of our Indian commerce, and the very large demand
sure to be made in the course of years for additional currency,
will agree that I am within the mark when 1 reckon that five or
gix millions sterling will be requlred annually, of which three

millions, supplied by the Government, might be of silver, and two

40 three millions by the public, of gold. Tf we assume, by way.
of argument, that the future normal price of silve 1 will be 48d.
per ounce, the cost of the rupee on the present systﬂm bmw
1s. 6%d., or, say, a reduction of 28 per cent there would bu a
gain of 9% per cent. on all the new rupees added to thd
currency, if 10 per cent. uwnomge be taken, and 4 per, cunt
be allowed for the expense of coinage, and there wou’éd be a
loss of 15 per cent. upon all 6ld coins called in and re-coined.
This would allow nearly 19 millions of the old coins to be
renewed without loss to the bovvmment besides the &0
millions of new coins added to the curreney; buteven then theh
process would be a tedious one; and to do more would mvolve %
gacrifice.  If o million sterling per annum were devoted to this
object, it would take probably 12 to 14 years to-accomplish it.
30. The renewal might be also greatly accelerated, if some
practicable measure could be devised whereby the loss in the
transaction: could he slowly and equably distributed over the
whole population, during a lengthened period.  For instance,
if at the time the new and heavier coins were introduced, it



:Wex'e enacted that ,t\t o ond of every W‘«‘C“Sﬁ “Ymr’ Sk
yea,rs, the old mpca and half rupee pieces. would be reduced in

value as legal tender, and in all payments made by the

: Government and all receipts of revenue and taxes, by &
g cumulatwe chsuount of 1 per bent per annum, or, prefembly,
. of two and one pies mspectwely, up to, and not ‘exceeding
L ‘30 and 15 pies, 0 whmh 192 make the rupee; the effect would

be that in each succeedmn‘ year an inereasing number of the
old pieces could be called in and re-issued of the heavier
weight without any IQSb. If the increasing reduction of 1 per

| cent., or two pies in the rupee, were made annually, it would

follow that at the end of the sixth year it would be possxblc to
oall in and renew nearly 31 millions of old coins, besides the S0
millions of new coins; au 1d at the end of 14 or 15 years to
work up all the remaining old currency without any loss what-
ever. By that time, supposing the Indian Mints. capable of
easily exccuting 100 millions of pieces per annum, two-thirds

; of the work would have been accomplished.

31, The argument of Para. 19 is denied, it is said 0 b

“ Not shown as to renching ¢ former nommal powers of local exchange

the argument, if 'good, would place o power in the Indian Govirmment of .

 decvesing ouerupee equal to one sovercign ; and that this would work, ¢ Former

pirdsel ‘onwel' ! isa mere phrase ;. directly the metallic valne exhibits a wide (J.ISCM pasiey,
e ls not wore likely Lhm 208, 5 bty of course, 2a. iy all you want.’’

32. Thisis an important objection, and one worthy of careful
discussion, the more so as the remarks which have been made

_upon the subject of legal tender may appear to give support, to
_it. It is very necessary, therefore, to explain that, when 1 say

that the rupees if restricted would become appreciated till they
reached their former ¢ powers of local exchange,’” I did not
ref(,r to any power or aunthority of the Government, nof even

%o the ¢ legal tender” they possess, but merely to the fact that

if they were restricted they wounld become gradually reduced in
numbers compared with the transactions to be settled aund the



,““‘Would he a”bs.olutely lxmlted dnd the demmxdq of tr&de rapldly"‘
 Inereasing. No authomty or aut of tha Cxovcrnment not even
. of ‘the legal tender, gives any ab.s'nlu(e value to g Pléce
‘money It onlv dofmcs whcmt a ('om, rmoh as a 111pee, :

o r«lmnwe for the com, depen cls upon the compamtwe sacrifice
of ca,lutal required to procure one and the other; ”(hat is the ‘
_‘wst of procuruw rupees and othcr artioles, .

- 33 A few years ago the cost of prommnw a rup&e mﬂ
qul to that of procuring 123 grains of standard. gold, and pmc.mi
throughout. the length and hreadth of India then, and a short
time ago, remainerd adjusted to that ratio. Now, they m&y‘be“
had for little more than the cost of 94 graing of gold, hu‘ﬁ in
the interior of India they would be considered of ‘equal V‘llue |
with the older rupees; and, but for the exc}mnge with Europe,
would continue to do so till the gradual ﬂoodmg of the. 1 ‘
currency raised all prices, and reduced the value of ovcry mpew A
_in the empire to its mere metallic worth, . If the Indian
Goyernment were to clese the mints to silver, without pr‘(.)-s“‘_“
‘ Vldlnﬁ" any other means of obtaining the currency, they might
rise in value, putting aside the administe ative difficulties cons
" meoted with smuggling and for gery, to zulmo:,t any dcrvree. iy

34, In regard to para. 24, it is observed that— | ‘

“ A vital difference is unnoticed  between paper and méte\,l.liu tokens,
These lagt have nothing but their nietal to stand upon. The paper token pro- )
fessos to give a dollar,  That is, so many grains of gold,  Of course if! the metal
pledged sinks in value, the paper token follows,” : ‘

My argument is, that if inconvertible paper tokens md»y :
by restriction be kept of the value of full weight gold wms, 1’0‘
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' follows thd,fi memlhc tokens can be'so too. It Would certainly
be better that tho Government of India should be prepared,
and should *1c1v*ort1se its readiness at all times fo exchange gold
for their token currency, under certain conditions, and it will be
proper that this should be done hereafter. This step would
meet the objections as to “ divergence of motallic value,’ " but
I have not proposed it at present, bucause it would be a serjous
difficully for the Government at first to provide the means
oi: exchange in all parts of the empire, and most probably be
attended with heavy losses ; while, on the other hand, it is not
l‘eally necessary, for as soon as the exchanges have been restored
to the normal rate of 2s. per rupee, gu]d will be procurable at
par; and in the course of time gold coins will be abundantly
dispersed, and it will then be easy to establish the privilege.

stse W ey

85. Much objection has been raised to paragraph 25 as
- follows :-—— :
“The cardinal point has to be p:ro*afed. No proof yet given. That 25, will he
given for what may be had for 1s. 6d.” This assumes that, by Government
| decision and action, a seller of goods who can get more silver from a buyer at
Ly 6, will be content to give the same goods for less silver ab 2s. A. diflicult job
Yo prove.” ‘
‘Whati is here referred to is a matter of fact, which is
| woll known and established by abundant testimony, namely :
that up to a receot date, prices throughout the length and
breadth of the interior of Indin were not as yet materially
increased by the fall in the value of silver. If rupees passed
current only as so many bits of metal, it might have been
different, but at present they pass only as rupees; and the
natives know but little what they cost, or are worth, except in
the prices of the accustomed tariffs,

36. At the chief Indian poris, the abnormal state of the
exchange tends powerfully to affect the prices of both exports
and imports, and thereby to induce large shipments of silver
to be converted into rupees, which would in time raise all



A7, The %hmi\vm pmces w

,mucl\ sxh o dn ]'udm 18 mkon fo homr}mg ornam
1, a,nd the s

:.'IJV noﬁ hmﬂ Plse, them wonld‘be Wu pnces i
& Gd.in hullmu, 540 ma,mf lwz 1t tlwy ha.v‘ ‘
hm posmblé for long

- Uontaacts for pfxymenm wm stnpuja,he the P
‘p!wl The 2. lypec will be immmed in and push ot
he writer hiere is awdenﬂy not. aware wha 4 a
4 wbmmmve PaCe WO hmm to deal wmh in. tba ge
,Jlmham mb;eota; . even if it were a case of har thp, ins
 inconyenience, it would take a vast deal more to awaken them
o any dumom‘cmtmn. ‘But the trut;h is that the matwt
| settled in ‘a much more siraple aud eifectual mann a8 ¢
. plained in my answer to the omwtmns against para. B,

| that | the effect of seignorago or appreciation is to raise the I
1 walue of the com% above that of bulhon, the cou e

‘therefore, i

m'mulm_f‘ i of

L is that the value of bullion stat«;,d in mpe S Wou
f";appear to fall in all parts of the doumteRy
o 3R In regm-d to the 29th pm'ammph, my‘ correspo

« B‘ut can any Gov omment yeymam onﬂy do,

or for auy appremablex time

; “"th:s m&mponsa,ble fihing 4
Mhis I am obhoed to answer in the nwmwe, for |

rvseardl Jias not yet succeeded in ﬁndmg any arttclo or ¢ m”
| modity which can with certamty, zmd for a pernm Lence
W rofuwcd to a8 @ precise standdld Or measure of value i
| 4heless, the statement may be justlﬁecl as tmw in theory
. although in practice it can only be ca,rmed out with a cnrtam
aiount of impertection. ) ‘ ‘

a9, Tt is heve asked— o
« £ the vate of the (/uumﬂ bills mnsb pige to that of gn}d at 4., _Why,

it ot do so now i
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. The answer to this question seems to hie 50 very obvious
. fthat the enquiry can only be accounted for by the fact that the
~ subject has not been pmpeﬂ y explained by me. The reason
i ~why the Couneil bills cannot now vise to 2s. is because the rupees
~ which they transfer can be had in unlimited abundance at a
much cheapor rate by the transmission of silver bullion, When
this can be had at 45d. por ounce, rupees can be had for
about 1s. 63, and it is not to be expected when that is the
case, thathmxchéxhﬁss would give 2s. for them. However areat
may be the demand and ‘competition for rupees by bills, the
 competition is obyiously limited by the price at which they
| ean certainly be obtained, in indefinite quantities, otherwise.
 When they are obtainable freely by silver, the price given for
 _them in bills is limited by the prico of silver; but when, as in
| the case referred to by me in the paragraph objected to, they
. would be only procurable by gold at a certain rate, the price
\ eiven for them in bills will be limited by that rate, viz., 2.
. per rupee ; and if the supply of billsis short and the competition
. active, they would very ncarly, if nob quite, fully realise it
40, A further remark is made upon this paragraph to the
effect that— ' e

Gibihy | .« There would be no true ‘former value'”
' of the rupees. This is perhaps best answered by referring
' to the 46th paragraph of fhe second Hssay, and the elaborate

' analysis printed in the appendix.

41. On the 43rd paragraph it i observed—
“1f gold i8 nob ‘demandable #ill: after due notice, the rupees beépme

| inconvertible notes, and whnt asi have they for any valuet  The shopleepers

in Ametioca will alter their prices to the value of the day "

. Coins which are legal tender must be taken in payment,

and they exchange for commodities in exacti proportion to

what it costs to procure them, as has been already explained in

para. 82.  That is the basis of their value.  If they be as
@



s assuméd properly restmcated 6'“'
‘ markets at par; and the va]u,a ,
 fixed in regard to w()ld, will not vary” as hhe Amerlcan green«
i backs chd whcn they were msued or fmthdrawn at the op on.

fi gold bul]wn, lcmlly demzmdable when thare are no coms, an .
 the arrangement, proposed, by which they would be. gmduaﬂy

admitted into and take the lead in the cum‘@n(py, 8 thoumhfs
‘ ,to be (fonvement and free from a 'my real ObJCQtlon

| 42, The counclusion at which my friend arrives after aﬂ
1 hlS objections, is as follows :—

‘ L« But practically we agree, I wcml(l eoin no move mpens, and as soon a‘s \
poemhle adopt a gold standard, Only, till silver %ea,dn i itself, you crmnof: s;.ﬂ,y
how ma.ny rupeos should go to the pound i ! | i i

. Chatifying as it is to find that my (mrmpondent pemon'ﬂ]v
a stranger to myself, is, on the whole, prcpwmrl to support. my,
(wiews, I am reluctantly compelled to take an oxocptum to his |
last sentence. It appears to me that as the mcmnrb of vmlue :
has been seriously disturbed, we are bound to restore it to. w 1mt
it was before the disturbance began ; and this ot onlv in Ju%w@
to the parties to all contracts entercd into before ‘and
while 'the measure was impaired ; but also in justice to the
Indian tmpwvcr, to keep up the value of his payments m o
the markets of the world. ‘ L
43, Tf the standard be changed it will be a final S(*ttlu ‘
ment ; but in establishing a new one it would be as 11n3mt to |
allow debtors to gain an advantage from the fict of the former |
standard having failed, as to nl]ov» ereditors to be mulcmd o  " '
1
i
1
a

heavy sums, because the rectification was noc sooner made, or

{
anticipated an | rendered unnecessary. ‘

44, The following objections have br*m kindly sent to me ” g
by another correspondent, an Indian Banker, persoz;uxlly 0 e 1
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) prapctical |

‘1 ‘* Ha (Q ol Hmmh) supposes tlm.t from tahe, absorptxon 0f sn[vm , the "éﬂnéncy
uld! ~1wcome acamo, arnci that therefore the tupee would rige in ' value, and
i mreu te at i.hb 1ewl a8 compared w ith gold, thuy armﬁcmlly fixed for it,"”

o The immedinte effect produced’ by the closing of the Mint against sllver

i "Would be & heavy fall in the price of that metal; and it seems madmmsxb]é that
any scar mty of rupees in India conld ever raise the value of the rupes, tntring-
oally wmth, say one shilling, to command two bhllh_\lgﬂ

i 40. The argument respectmo the fall in the price in silver i
e anbwemd in Hssay No. 1, paras. 40 and 41, to which may he

‘added, that if Indm should hereafter take two or three millions

o ﬁ‘tpﬂmo pex annam of silver bullion out of the market, shecould
" mot be blamed for any further decline in its future price. In

‘ regard to the mddmlsmbxhty that any scareity of rupees could

. aise their docal value, I must refer my critic to paras. 19 to 27

' of my first, ‘aml 9 to 13 of my second essay, and my answers
b to the remarks of my first correspondent who takes up the

same ‘r«vumﬁnt with himself at p‘lcms 31 and 32,

46. VMy proposit.ion is that with a limited eurrency, the so-
_ ealled intrinsic value has little or nothing to do with the matter.
In all markets commodities are offered for sale at such prices
a8 the vendors can afford; and in the Indian market the rupees
“haye held the place which the cost of procuring them indicated
in reference to all commodities ; and they hold that place, pretty
much, still.  Suddenly, the cost of procuring rupees has greatly
_ia len, and if admission to the eurrency remains free, they will
n fime be superseded and reduced to the value of the cheaper
rupees. But if the currency be closed, as to the present method
of procuring rupees, and they should in future be only had by a
- maode as expensive as the former one, then my argument is that
they will retain their value ; that is, they will continue to ex-
change for what they really cost. ‘



he oceasioned by the exPansmn of the internal trade ol t

be certain, there will be a future de Lm*md for addltwnal eurrencv, o
‘much exceeding that of past years, it will be not Unreasomble
‘to caleulate a requivement of five or six millions of £ qter]mm

scarmty of rupees, is thc morecmsed demimd f or currency wre j

impire, which in the last 39 years required additions to the
value of 167 millions of pounds sterling. It it can be qfﬁrmed
that there never will be any further demand for currency, then

the ©appreciation ? would be confined fo the contraction czmsed'v

by the annual loss or destruction of coins, which has bem (*sbim i
m‘mtod at three millions sterling per annum; butif, as 1 helwvet*

per annnm; and when this has continned for a few ymm a
soaroity must ensue. In ten years the deficiency would be no

less than from 500 to €00 millions of rupees.

48, « The very causes which are assumed to be the means of bmngmg eLbout.
the searcity of rupees would cease to exist, Rupees would no longer be hnn,t*dbd
hut, on ‘the contrary, would be at once pressed | forsard for t,ommnsmn mto
exchange ab two slulhu;gs, and would sink to their real valua '

Phis argument has heen already a.nswered in paras. 15 and
19, pages 61 and 63, where it is shown that the demand for
additional currency bas existed, lesides the absorption of silver
and gold (of which latter 86 millions sterling have been absorbed
in 20 years®) and during all which time hoarding has been going
on, as it always has done, and always will do, while tho natmn

i prospering.

49. As for the rupees ¢ being brought forward * for conver-
sion into exchange at 2s. per rupee, and. sinking to their real
value, it seems to be forgotten that when the exchange really is
2s. per rupee, there i8 no inore obJeLt in exchanging rupees for
Bnglish money, than when it is at a lower figure. No profit

% Miscellaneous Statistics, Finance Account, No. 93,




d: f"\mthq Idcally or f‘)r axport :mcl th@ mpees rhcm- ‘

'n y in India. Thoy eannot sink i in the value
' Wen to Om)ds so long as ‘the exchange continues ab 2., and
hat will be almost 1mmcw‘xbly si0, when 1t is ﬁw , a8 proposed ‘
I'Il’o, in gold

‘ ‘:51 « }"‘tolubltlon of sﬂwr coinage would nnﬁmduca gold no rloubt but would ;
ob in any wa.y Alter the relative values of the two coinages, ns The laws of Empply |
nd clemrmd would come into play, and force all commeuml transactions. to be
Hﬁamlly ud_] llbt{’d wnh xefm ence to English uchmwe i

e 'J‘he lan of supp]y smd demand are preclaely thoqe thh
ill effect the objects In‘oposc\d by me, and they will establish
the x-ela,twa valuas of the two coinages, those values being egual.

i What 18 undemtood by the law of supply and dcmzmd is, that
T i there be an effective and unlimited demand for any art ticle in
I Ehe nmrket, it will command in that market af least as much

| asits cost, price.

i B2, If the present rupees have formerly cost as much as one-
o tenth of a sovereign each-—are at present exchanging with com-
| modities for about that value—and in future cannot e procured

 for luss than that value, the inference is allowable that, under
" fthoce circumstances, the relative values of the two currencies

il e equal,

28 in exchange for commodities, as indeed |
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| i what will be the I‘nghsh exchan%? I 17 to zo
millions sterling in value of Indizn rupee currency must”

be procured within the course of every year, and there

no other possible means of procuring them (imports into Indla b .
of commodities having been exhausted) except by gold atb zq.a

per rupee, and Council bills at the same rate, it appears to be
pretty certain that it would be 2s. per rupee. i

5"’ ¢ The importer of gold, who has bought that metal ‘LL it true value Wl'bh

rofevence to silver, wounld neve donsent o hand his gold over to the Mint a,t‘f' ‘

Re. 38.14as, per ounce (equal to R, 10 per sovereign).  If ho should require

o have his gold coined for convenience sake, he certainly wonld only then part
with it at its natural and real premium. TUnder no eircumstances would gold, i
coump;e acewmulate in the hands of the Government; and it seems a hullacy to i
imigine that by any arbitrary act could even a Governent sueceed in puttmw s

such pressure upon private individuals as would iorce them to path thh theu{ s

gold at a price Lu below its veal value.”

‘When the rate of exchange is 2s. per rupee, 1t will be

found by merchants and bankers on many occasions easy to
‘deliver gold at less than 38.14as. per ounce,* and they will

gladly do so without any pressure. When if is said that “under

no eircumstances ”’ wounld gold coinage accumulate in the

‘hands of the Government, my meaning as stated in Bssay

No. 1, para. 11 and para. 15 of this Hesay, page 062, secms to

be misunderstood ; for it is mot declared that gold would
accnmulate in the Government treasuries, but in the country,

and in cireulation ; and it can hardly be denied that the Govern.
ment would have as much power and opportunity of acquiring,
and if they wished it, of hoarding gold as private individuals,
without using force or oppression.

54. “ Colonel 8mith admits that gold coing would for a time coramand a pre-
mium, but that this would disappear as they became abundant and silver coing

became scarce.  But the rarity of the silver mpee would in no way enhance its
value, even if the silver coin did become soarce,’

* Vide note to paragraph 50 of Essay No, 2.
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! : fs obJactmn is answerad in Esqay No 1, paras. 21
to 26, ]]ssay No. 2, paras. 12 and 15, and in this Essay, paras,
21 and 82. 1t avises from the dJﬂxculty felt by many minds in

‘ undersmndmo- that leo'al tender currency, whether made of paper

10

_or'metal, circulates wnh ‘authority, and exchanges for as much
b caplta g “valab » as it takes to bring it into the m;uket

55 b Bu‘r. wlmb is o bung about the searcity of mpees i They ean never b{a
exported. They awe hoarded to an enormous oxtent. And the mowent it is
found that ten 1upeas could purchase a gold coin equal to a sovereign, the

ho&rdmw of | years would be produced; and the law that an inferior coinage

ulWaya dmvea out oxw asupex ior to it, wmﬂd have zmobhcr illustration.’”

Tb is true that the mpoes cannot be exported, and it is
pl‘obablc {hat they are to some extent hoarded, but not to an

. enormous extent, because it is known that gold has been hoarded

to a very large amount; and, whenever possible, it is likely'

~ gold has been substituted for silver for that purpose. There is,
 therefore, not much to fear on the score of this objection,
though hoardmg may tend somewhat to delay the early diffusion
of gold coins. As for the inferior currency always driving out
‘one saperior to i, that only happens when the inferior, or,
rather, cheaper ('m‘reacy can be freely obtained by the public ;

~ and the reason is ‘obvious; but the law does not apply when the..

cheaper currency is not procurable freely, as we see exemplified

| dor yea.rs past in anrland and now in France,

‘ '56 e Tndian by no means prefers the bulky rupee to the more convenient
Bcvverelgn, asia coin for hoarding,  On the contrary, And it is to be feaved that

| any atterapt to carry out this ‘plan would only cause great disturbance, a.nd would

7 i gmtn'ely il in bungmg about the objects sought,”

I

Th& first of these statements is, probably, quite correct ;

) and it aﬂ'ords a reason for my belief that, although there is a

 ‘ very large amonnt of precious metal hoarded, it is principally

gold and fine silver bars, and not very much of coined silver.

Ihe second does not require any special answer.

\
S



e

& (N
ey

= &)
&
s .vxuw

o WIS T
2 R}'o‘_

| 1.

57 “ Much might also be said of the hnpoamblhty of preventmg illiclt oomager
of rupees when a gain so enormous would be the temptation,

78

This ob]or‘tmn has been answered . in No. 1 ‘paras. 28 to 30
No. 2, para. 18, and No. 8, pa;ra.“’ﬁ L

58 'l‘he foregoing objections wn’mmed in the three Esqays de
are the most important that have been received up to the
present time ; and it is hoped that they will afford a sufficient
Aillustration of the principles upon which the proposals for the

restoration of the Indian currency and the um'oductmn Al
gold are founded, and of the chief aruumen(s by whlch they

may be at tacked and defended. )

59. The most interesting point ior emqmry and declsxon e
is, whether the Indian Legislature, by suspending the coinage
of silver, and publicly undertaking to transfer Indian rupee
currency to all applicants, in London or elsewhere, at a fﬁxed_
rate in pounds sterling, would not thereby change the Indian
standard of value to gold, without the slightest disturbance or =
even knowledge of the native community; and be enabled to
put an end to all material variations of the curre ncv, and

iutum depreciation of the Indian revenues.

J. 1. SMITH:
LoxNDpon, ‘
Lst Sept., 1876.
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Emtmét ﬁoM“E‘epoﬁ;t of Qonferences held by the Tndia Commuittee of the Society

" of dots, 1870, \ :

ON THE MBTHODS OF COMPUTING THE COMPARATIVE VALUES OF GOLD AND
e ‘ i SILVER IN INDIA,

1. Before proceeding fo explain the yarions
methods of caleulating 'the relative values, in
India, of gold and silver, it is necessary to say a
few words about avernges,  Afair estimate of the

truth eannot be arrived at, uuless in independent

and unbinged judgment be first formed as to the
nnmber of years' average hest suited to the pur.
ose. T shall myvelf on the present oconsion refer
| the statistics of the years 1848 bo 1867, the
Nargest number of which relinble data are pro-
curable, and ‘beyond which the important in.
luence of the gold discoverids in Ausiralia does
ot come into operation. |
2. It must be remavked also that, in caleulating
the /average market-price of silver and gold,
allowance ought fo be made for the quantities
imported and sold at different times.  To do this

inyolves troublesore culznlations, and ib is not -

. always that the labour very much affects the
. restity This may, perhaps, aceount for the
omisgiona I A ;

3. The methods above referred to are as
follows i— ! )

First.—By taking the average prices of the two

metals in the ports whence they are supplied, and
adding to them, respectively, the costs and all the
expenses of their transmission to India. |

Secondly.—Byagcertaining the average mayket-
price of gold bullion, in rupees, in the Indian
market. | i ;

Thivdly.—By ascertaining the value of the
bullion eontents uf a sovereign, hn rupees in the
Indian market, a8 compaved with {he value of
good bills on England, & shown by the quoted
rafes of exchinge. ikt

4. Bipst Method.—To begin with the fivst of
the above methods of ealculation, it taay be well
to sbate that the value of gold bullion in India
is verynearly the same, bat,"if anything, vather
Iags thun in’ Londom. | This hes been bhrought
about by improvements in the means of cotn-
munication established of late years,  Although
in some degree a repetition of what has been
before stated, yeb, ag the obgervation is o novel
one, bearing upon the subject under discussion in
all its mpects, a Jittle| further explanation is
desirable. | PRt N {

5. It is almost! wnnecessary to mention that
golid bullion sent to England for sale fetehes the
inyatiablo price of £8 178, Ui, per standard ounce,
immediate payment; to svhich it may be added
that, lately, large quantities of gold produced in
Australia have been sent by, the Peninsular and
Oviental Company’s stepmersiia Ceylon to Bing.
land,  When at Galle, (im Ceylon), goods and
veagiengers ave within aweek's transit of Calenttn
or Bombuy, but not nearer than gbont three
weoks from England.  'The practice has been
established by the prineipal banks having branches
in Australin and the Eist, to telegraph instruc
tions to their agents in Galley agito the destina-
tiom of pold arriving @ o its way to Kngland,
When the exchange with India and the price of
gold rise above a covtain point, orders are sent to
alton the destmation of the goll to Caloutta, or
Bowhay, where it is sold, and bills on London
purchased with the proceeds, theveby producing
A betfer vesult tham the netual delivery of the
gold itself at the Bank of BEngland in exchange
for the £3 17s. 9d. perlounce, ag above stated.

6, At pregent, we have wo further gonnection
with this fact than to point out the inference
that gold bullion, which is on tts way to England
for snle at £8 174, 9d. per ounce, must on its
arrival in’ Ceylon be worth only £3 17s. 9d. per
onnee, less the charge of conveyance and (lel&f.“
&rc., from Ceylon to England 5 and the same gold
taken to Caleutta, canmot in reality be worth
more than the same £8 17s. 9. ﬂmr standard
onneq, less the difference between all the eharges
of the longer voyage from Ceylon to Liondon, and
the shorter one from the énte place to Caloutta,
Owing to the absence of competition, it happens
that, just now, the charges for freight and insnvs
ance by the Peninsular and Oviental Company’s
steamers are move for the shortel than the longer
yoyage; but the difference in the loss of timey
owing to the greater length of the voyage to
England, makes up for the overcharge ; so that,
including delay, the cost of landing gold hullion
in Calcutta or Bombay is niot mone, and (if 2 gold
currency were established, and a large supply of
bullion required to feed it, g0 as o induce coms
petition) it will probably he materially less than
the cost of delivery in London; and henge its
valuo nigy safely be esloulated ag the same,

7o The value of standard gold bullion in India
may, therefore, be taken as being, in English
money, £8 178, 0. per oz, or less, 'We will now
inquire info that of silver bullion. \

8, Inmy ! Remarks on 4 Giold Currency for
India,* published in Jannary, 1868, T gave a ligh
(at page 88) of the London market prices of gils
ver, teken from the Patliamentary papers, sup-
plomented by information very kindgy furnished
o/ me by Messts, Pixiey, Abeiy, and Langley, ex-
tending from 1858 o the end of 1866.  To this
T am now obla to add the facts for the yenr 1867.

9. The lordinavy 'average price, taken in the
common way, for these fifteen years, is 61-3376d.
per standard ounce.  The freight and chayrgdes in-

uired in gsending this to Tudia, including  loss of
interest during transit, amonnt fo 2§ per cent.,
which, added to the cost in London, brings up ¢
the price per oz, in Indis to 63:02428227744, Bk
the Pnglish standard ounce of silver containg 444
graing of pure metal, 5o that the ounce of pure
silver would be worth in India 63:02428 x 442 or
68:12435885078. | On the other hand, the ounce
of tandard gold, containing 440 graing pure,
being worth 1 Indig, as above explained, 933d.,
the ' otnce of  purel gold  must be- worth
983d. ¥ 438, or 101781818181 penes, o,
Hence * the | rélative  value | of the ''‘two
metals, according to the ' above statement,

&e., or 14936399,

10, The above appears to be the relative valua
of the two metals, as bullion, in their pure state
and the game ratio applics also when both con-
fain the same proportion of alloy, which i ‘the
case with rapees and sovercigns, -~ So that, to find
the value of  a soveveign, containing 128:27:4
graing of standard gold, in rupees, we have first to
multiply the number of graing by the above ratio,
to show the corresponding numabier of erains of
rupee standard silvey bullion of eqnal value; and
secondly, in order to reduce this' bullion fo



,!‘ﬁeeq‘m goin, to take off from the amonnt 0y 4l
 obtained the Indian charges of mintage, 21 per | ¢

, Now, 128974 x 14:938399-- 1841:516198826 | ‘
| despateh from Syduey or Maltioure o

oo

/graing ; and dedneting 21 per eent. from this, the

" remainder is 18028443598, ox rather lesg than |
(6th per cent, more than 10 rupees, of 180 graing

ench, belng eXoctly 1001680, &c., or 10 rupees O
amnas 8 pics ( Vide par. 82, il ‘
12 T st e here observed that the above
| result 38 arrived b by using the valuation of
wilver founded on the ordindry dyernge.  'The
" walug of gold hes beon fnken withoit sy dedue-
tion for the high freight and insurance now
charged betwoen Australia and India, ¢
(18) Tt vanst further he remarked also, that the
values above ealculated are hused npon the pre-
‘sent cost of transmission of ‘the silver to T
Japphied to the former average mprket prices. Lo
obtain s froo average of the value of silver
bullion in Indis in former yeurs, the price of each
vour ought to be added to the cost of trangmission

22.)

ot the same year, and if this wore dony, the aver.

age valuo of the ounse of pure silyer would be
3 per cent, more than hay heen aboye shown, and
would e representod by a priedin English money
of 6847504, the valueof the,gold contained ina

sovereign beitg then only 9 rupeds 15 annas 63

e
' 140 Seeond, Methads s Thig method | is | epm.
piratively more easy and intelligible than either
of the othersy, ns it is the mere statement of the
actual selling price, in rupecs, in the Indian
gosrket, of p{rzldﬂullinn, as quoted in the returng,
and reduced to 8 standard 7 inenass:

16, Talking the fifbeen years from 1858 to 1867
inelusive, the averageprice of gold in the Galouthy
onarket is 25774 anmag per fola, pure, | The resulf
is very menrly the same, wheflier the oydinary

average he takem, or if it he cadenlated in the

‘more exact manor above referred to.
16, Making the above averags, it appears by
wnere proportion that when the tola, o LHO graing

of pure gold, costs 267'¢ annas, the 113:001605

geaing pure in the sovereign st he worth
161592295 annas, about one per ‘cont. in exeess
of tisn rupees, or 160 annes, flie exact value heing
10:099518 rupees.  Ttmust be ohserved, however,
that in disenasing the gomparative values of the
#wo metals for comnage, we are hound to aonsider
Ehe dost of hoth as delivered to the mint.  Now if,
w3 hes heen proposed, aold werg coined free, of
whivrge, snd paid for inmediately on delivery, its
comparative cost wonld be mmel leds than the
avernge market price, where, in addition to the
ennso presently 40 he stated, if s enhanced by
ehiriges which would be avoided by delivery to the
miib, viz,, brokerage, delay, and the neeessity for
solooting finenesses to suib the mnrket, Lhese
eitses. anited amount to balf per cent.s but the
chief eanse which tends to raise the murket
price of gold ahove what, in the natuve of things,
it minst needs be, and shortly will be, is that, for
want of telegraphic communivationbetween India
and Australin, o great deal of gold is netually
et from, Tondon, af an extra cost of neavly two
por cent.
direct from Galle to India, virtuully comes to
Tiondon, and is sent back again burdensd with the
unnecessary cost of a six weeks' voyage, 'This is
owing to tho following causes i--Tho gold markeb

In faet, gold which might be sent

[

| visk s and hendey With the éxcepti

| eapable a&’

| involyes an addi

| certain market forr gold ab o fixe

| fore, must be equal to i

| Calsutta withous loss for a bill on

sapplied with' (0 costly an
m, specnlation fur a very slight o
ol eanses a fall in the price, 8o |

commodity which oo

nnot bie kept
vise of prices would (

o bt ‘w‘it'l‘x" the g‘z-égxtéb #
. of, bullion,

o Emelandy and i

which happens to be ou i

‘ ‘diversion to Ind:
the inarket ean only bhe !
being reported, and sales !
effected by tel A

comty, and therefore nd ot
of prices in the market; but it il o
pub an end fo whenever teleg saphic o
tion ghall have been sucoesstully apened
the o entivents, or when thers is

nnicas |
hetweoen
wdy and,

170 Dhivd Method ~~Themethod of caleulating |\ |
the aversgevelative values of silver s old iy
India by means of ‘the eschanges, is 1%«3& o
the tollowing prindiples i-- ) i

18, When tlie bidance of trade is in favourof |
Tndia, snd bidiion is tequired to be imported, it |
has heen shove shows, that it may be delivered
thera at bhe simb cost as inBnagland, if not | ess ;|
and it musthe especially noticed that the ¢ oad Baly
| lion iinported into the Tndinn mar v th

in liew of being dolivered b tho shm i
as'in London.®  Tts value in Oaleutbn, there.
ita ' value in Tondon, o8
eithon altervative s equally at tho command of
the owner, and hence, in opder o exehange i in

ondon, e

youst do g0 at sueh w price as would give him the |
game value ag the gold wonld fotoh in Tondon at |1
tho very time of sute in Caleuttas thab is to suy,
for expmple, in exchange for an ounce of standand.
gold T must have b least the equivalent of
£3 175, 90, payable in Lontdon at the very tinie of
hig parting with the bullion in Calontta. @ |

19, "The effect 18 nenrly the same,t and it will,

o8t

| perhaps, make the explanation more clear if, in-
stead of Applying our remarks to anlounce of

rtabily be.

standaed gold, we refor to tlie guantity contained (0

in 4 sovereign, and say that o bank tadnager o
merehant landing gold in Calentta,must, toavoid
Togs, exchipnge every sovereign's woieht of standad,
gold for the equivalent of a bill fox 240 pence,
payablein London af the very time of Hale. |

B0, A trst-class six-months’ bilk will be neces-
garily detained a month in transity snd be dise
counted on itd reaching Tiondon: and it we
assume the average vate of discount nt A par cent.,
thus making the  charge for six months 9 pex
cont., and allow § per cent. fox theloss of intevest
duving the tranguission, we arvive af the fact
that when gold Butlion s reqinred o) be senfito
Tndia it iy mors valuable there by 2§ per cent,
Pl fivst-clivss six-months! bills | land, that, on

* Tha time 19 in fact not the same, a8 [tk wonld not reach
London for two weeks aftor it would wreive in Colontba, |
hat the differgnee in the froight ancd chiuyuas by the Penins 1/
Lanlar and Oriental Covapirgy’ mh presentinnlke up for i
delay, as betore explained, 8o that, as yoga s valuos, the
gold e abont the same n hoth plnces. i)

T 10 onty Aiffwonco iy that the bnlllon contents of &
mveroiﬁ world nofi e quite’ warth 20 penee, hat ouly
ahout 250'6 pence ;. sy tuab, w ustag 340 pance, the gold
is reokoned at w triflo above 16y true value, AR




' the average, the gqld; bullion necessary toform

povereign (193274 grains standard) is eqnivalent
in value to a first-rate banlk-bill for 240 pence,
‘plus 23 per cent., that is 246 pence.

91, It is obvious this iy only an' average state-

. ment, and that vaviouy cireurstances may, from
| time o time, slightly modify the equation. 'If,
for instanee, the yate of discount in London were

6 percent., gold would, for six-months' bills, be '

worth 34 per cent. more than itsintrinsic equiva-
lent.  1f the rate were only 2) per cont., then it
could be sold without loss for only 1} per cent.
\moré. And the same may bo said’ for the allow-
anee for ioterest during transit.  Weo are, how-
over, now only dealing with averages; and there-
| forewhat has been alveady said i sufficient, and
/it leads to the conclusion that gold from Anstrulia
may be delivered in India, inany quantity, in ex-
‘ehiange for mnexceptionable dix-months' billy, at
the rate of 24 per eent, above its Liondon price. Tt
muy be useful to/add that /the Bank of Fnalind
price for s tola of pire wold iy 8816818 pence,
and 23 per centy beyoud that is 59192886 Pence,
Tt the Liondon rafé of disconnt be sueh s to re-
tire 23 per cent. to be added, a merchant conld
afford to sell his tola of ;lmre gold for ag many
rupeesas are shown by dividing 391°22 by the
nimber of pence given fora rupee in sixamonths’
bills, | For instatice, when the rate iz 2¢., he
eould gell e | i

pure gold for i

or 16 rupees 2 Gonasper fola,

1 the London 'rate of ‘r.liscﬂuitﬂ‘n‘f; lews than 4 per

cent. he san afford to sell hig' gold cheaper, and

‘wioe vorsa. Butif the rote of exchange be high,

the price of gold necossavily falls in dne propor-

tion, At 2s. Ld. per raped (Tiondon discount boe-

ing, as Mefore, 4 por cent.), the price of gold
L.

would be 222 gr 15648959 rupees por tola

‘pure.

992, TLiat us now! #lter the conditions, and’ sup-
pose that, the exchanges being adverse to Indin, it
i mecestary togend gold to KEngland 5 swe hdve to

| inyuire ab what rate, supposing the gold existéd

in Inglia b 'the accessible form of gold curveney,

" i ol ‘be fransmitted 1o Emgland, and what

wonld be'its value ag compared with | fitst-rate
six-monthe! bills,  Here, taking the spme form of

illugtration as befors, we may rémork that sove:

“reigng worth 240 pence in London would in the
event of it¢ heing nesegsary to transmit fands
thither from  Calentta, be of & & per cont.
more value than a first-clags sixsnonths' bank
“bill;  hecause it fakes the  sawe time to
. gend both to London ‘and realise’ them, and the
cost of gending tie gold is abont 1§ per cent,
The bill costs nothing to'send, but it mnsh; on ity
arrival, be diseounted for the six months, at an
 average charge of 2 per cent. The difference is
4 per éené. in favour of the sovereign remittaice,
and hence each dovercign in Caleutta wovid be
worth 240 pence plus & per centiy or 240°6 penee,
Jin @ six-months’ bill. | fictd
98, We have now established the faet' that,
supposing & gold currency of sovereigns coined
free of charge existed in India; any amount of
metal required for the purpose could be supplied
. from Australia, and the. value of the coins so
struck would vary from a maximuam of 246 ponce
£ & minimum of 2406 pence fa fivst-class six-

| necessaril

j

months’ commercial bills,  Henee the mean value
of the soyereign would be eyual to 243'3d. in six+
monghe’ bills, (R L

?,}1.‘ We bave next to find out the avetage value
of Firstuelags commercind  six-months! bills,  in
rupecs, in the Caleutta market, and then com-

pare the two, iz, the gold and rupess. By
retorng svith which I have been favoured from
the India-offiee, showing the nverage menthly
price of first-class bills in the Calentta market, it

L

ng]gemrs that, throughout the sixfeen yéars feom
18

3 to 1868 inclusive, the average rate was 24:39
penee per rapee. | Uonsequently, ‘ten rupees
worild command 9489 pence in Dbills.  Bot thy
mean value of the bullion conteined in & sovereign
i, a8 e have just seen, 248'3 pence in  bills

| Hence, if coined without charvge (ag in England),

the sovereign. would be of less value than ten
rupees, the ditferenee beitg 0'6/in 243 pence, or
about, one-fourth per ceut, Dividing 2483 by
2489 we have 9:976 rupees o8 the true yabie of
the sovereign. i ! ¢

96, In the above statement I have éndeavoured
to! show ) what the valoe of the sovereign mugh
be, if it were established ' 'as’ legal
tender in Indin, supposing the rvates of exchange
to be on the average whit they hive been for the
last sixbeen years: But the wesnlts are open to
thig corvection, that they are hased on the assump-
tion that the present disproportion of the charges
of freight’ and insuranse between Australiv and

- Caloutta on the one hand, and Austealia and

Liondon on the other, will contintie; o most ine
probable supposition when eoupled with that of
an Indian gold enrvency. | Were the' rates of
freight and ' insaranee  propexly adjusted,  the
effoct wounld . be to reduce’ the value of gold in

the above caldulation by onesfourth to onsshnli per

went, more, } |

20, These remarky appeéar to show, vonclugively,
that if spvereigng were coined in India free of all
expense, they could and ‘would be supplied ot 4

' less cost and ourrent value than ' ten rupoes, siips

posing the Iatter to be of the same value as that
which thiéy have boxné on'the average during the
Tast s&ixt“e’,em years; buft it mwgs be observed that
thig conplusion involyes the supposition thatthere
iy w veady market for the gold, sueh ag o ming
wotld be, and that the metal| can accordingly be
at oner disposed of for the met value at which! it
eon bo afforded.  This has not! beéen the case

' hitherto, and i maay be useful aswell as iutorest-

g b6 trnce: the effect of this want of a rendy
marliet in the enhanced markel price of gold.

2. It has been shown that the value of gold
st as o matter of nocessity, be superior to
tant of six-months’ commercial bills, represcuting
its intringic ‘wobth dn the Emglish mbrket, the
superiority amounting on the average to ‘89
pence ineach  sovercign, or about 1§ per ceut,
Henee, an ounees of standard gold in coins wonld
be worth 945°828 penes in good six-months’ hills,
and & toln (180 grains) of pure gold would be
worth 386929 pence in bills,” Now, the sverage
¢ 'of bills for the lash sixteen yonrs having

29489 pence per rapee, we' have only to
divide the nmmber of pence in a six nwntbs’{tiﬂ,
equivalent toa toly of pure gold, by the number
of pbmce in a six monthe’ bill given on the aver-
age for a rupee, to obtain the value in rupees of
puare gold, On doing this (dividing 386929 by

24'39) 1t follows that tho average value of gold per
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\ folu pure, as compared with bills, wag 16 rupcos

13 annag 99 pies (which, it must be remembered,
is Uhe rate at which it could certainly be delivered
at the mint), is more than & per cent. below the
price (15 rapess 14 anuag 108 pies) which wotdd
yield sovereigns for 10 rnpees, and nearly 14 per
cent.  below the average actual selling price,
which, as stated before (par. 15) was, during the
sixteen years rofarred to, 16 rnpees 1 anma 8
piey per tola pure. This difference hetween the
rate at which it conld he'nnd what it actually has
been gold, shows the effect of the absence of o
certain market, and the other cause above referred
t0 (Vide pax. 16). :

28, A difficulty may perhaps arise in conse-
quence of its having been stated, in par. 20, that
when the sxchange is favourable to Indis, and
the rate, for instance, s 2s. 1d. to 2s. 2d. per
rupee, i sovereign's weight of standard gold is
worth 246 pence in hills; and in par, 99, wheu
the exchanges are against India, and the rate,
for instanee, 13, 10d. per rupee, it is worth only
24016 pence, wherens, it is well known that gold
is much dearer in the Caleubia market during an
adverse than during » favourable state of the
exchanges. This apparent contradiction will be
explained when we consider that, during & favour-
able exchange for India, bills command a nivch
lower price in rupees than during an adverss one,
g0 that when the rate, for instance, is 2s. 2d. per
rupee, a sovereign worth 246d. in a six-monthy’
hill would be equivalent to only 9'46 rupees ; when
the rate is 1s. lf)dl.ﬁrer rupee, & soyereigin worth
2406 pence in a bill would be equivalent: to 10°98
rupees. Thus the large number of pence in a
bill reprosents a smaller nuinber of rupees.

1 29. X we were to attempt to deduce 'an avernge

‘valne of gold from an average of the prices o

caloulated from the highest and lowest rates of
exchange, we should be led to s somewhat highey
walue of gold, because a fall in the exchange hasa
eater effect in raising ity price than o risp Las
lowering it.  But the result so arvived abwould
be insecnrate, hecanse it will be seen, from what

| immediately follows, that the introduction of &

gold enrrency wounld have the effect of restraining
the variations of exchange within narrow limits
and the value of gold, as derived from the normal
rato, aerees with that stated in pars. 24 and 27,
making, the bullion walae of the sovereign § per
cent. less than 10 rupees.

30, Torinstance, if we assumethat a gold cur-
reney of sovereigns, at the rate of 10 xupees vach,
were ostablished in India, the short exchange
botween England and India could not flnctuate
move than 28, to 18, 113d. per rupee,  In regard
to the former, when the exchanges were favours
able to Tndia, gold wonld be laid down there from
Australia atits Knglish value,and the 128:274 grs.
of standard gold, which would otherwise have

roduced 20s. in Fngland, will become 10 rupees
in India, thereby saving the expense of transmis-
gion  from Liondon, In tegard to the latter,
govereigng in free circulation in India at 10 rupees
each, will be sent home at an expense of 13 per
cent., fhus giving an exchange of 1s, 114d.. The
eatest fluctuations would; therefore, be from
4. b0 1y, 113d., or one per eent. on either side of
the aversge. At present, the grestest fluctuation
amornts to 8 per cent. or even more on either
aide of the averaga; bub this refers to six-months’
bills, and at times must inelude variations in .tkgw
rate of discount e

81, Wemay also abserve that the establish 06 {L i3 i
of & gold currenecy in India would not onlxw!ﬂ%nc s PATRUAG, AT
8 .
T, AT

the finetuations in e sxchange cight-fold, but
wonld put anlend to & very layge unnecessary
expense now inenrred in supplying the wants of
India for spacie.  Inelnding the loss of interest
during tyansit, silver carinot be sent out o Iudia
ata less charge than 23 per cent.,, nor placed in
ourrency for much leas than b per cent.s and
these eharies, a6 the rate of supply of the last
ten years, amound to half o million per annum,

refm of the metal to Earope during angdverse
dxchange.  Gold, on the other band, would ba
Ianded in Tndin ab its Buropean cost only, thng
supplying India at a paving of £800,000.  And 10
millions i vidue would be returned to Kuarope at
the expense of about :£225,000, which would be
the whole loss, instead of £775,000,

42, On summing up the results at which we
have arvived by these three different methods of
inquiry, we find that, by the first method, a4
applied to the lust fifteen years, the value of the
bullion: cotitained in a govereign is found to be
10:0168026, &c., rupees, or L0 rupees 0 annas
& pies.

83. By the seeond method, the hallion Yalue of

the lngt fifteen years, is found to be 10°099 rupees,
or10 rupees 1 anna 7 pies. By the third method, we
find the bullion valiue of the sovereign, asreckoned
on o fifteen years' avernge, 91075 rupees or 9
rupees 15 annag 7 pies, all theso valuations being
subject to reductions on the establishment of the
gold enrrency, ag shown in the following tabli i
TABLE (SaowiNa Ty Bunpion Vinur op A
SoverRIGN 1y Buenes, v
e i e Subject to 8 reduction
Hirst Method ., 100158 e il g
of |14 per cent., f
besides § per cent.

Third Mothod.. 9:9750 {S‘ﬁ’j;";e‘r"cﬁﬁﬁﬂg‘”tim“

Second Method 10:0995 [

PRGR—— el

0

mpp‘éé 0 annas

Average '« 1000301, o

Pies ;

84,
stated are subject to heavy deductions, owing to
causes sure to come into operation on the cetab-
lishment of a gold currency and a certain murket
for gold at a fixed price,  As the calonlations
have been founded on date ¢ollected trom the
most antheutiogources with great care, during the
past three years, it is not probable that they will
befound very fay from correet; and even supposing
that they should be sengibly modified by later
information or facts devived from other sourees,
there seems, nevertheless, to be little voom for
doubt that the future value of gold would be so
wmuch veduced by a free communication with the
mines,  and its establishment ns the standard
enrrency of India, that''the Iwitish sovereign
wonld  probably mneed the addition of a wint
charge, to a greater or less extent, to bring it wp

Uto o fairly estimated equality with the 10 rnpees
hitherto enrrent in India, as expressive of legal
.gontracts and the commercial value of the
liabilities of the Grovernment.

i

Jo T, Surrs.

¢ Onaocov b of undue chaxges of freight and ingurance

(4 from Galle todoalln, vide pars, 6, 12, and 2, | 1
il REOO arage, delay in sale, vide par. 16,

ndne market price of kold, owing to
aanioation with Australia, vide

of which the whale would be lost, and £875,000
Horve, making the total loss of £775,000, on the

the sovereign in rupees, faking the average of -

Bubject to o reduotion

e I
It will be observed that the valuations above

e




